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Tuesday,  April  30,  1996. 
AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

WITNESSES 

CLIFTON  R.  GAUS,  ADMINISTRATOR 

USA  SIMPSON,  ACTING  DEPUTY  ADMINISTRATOR 

RITA  M.  KOCH,  CHD3F,  FINANCIAL  MANAGEMENT 

Mr.  Wicker.  Next,  the  budget  request  for  the  Agency  for  Health 
Care  Policy  and  Research.  With  us  today  is  Doctor  Clifton  Gaus, 
Administrator.  Doctor  Gaus,  we  are  delighted  to  have  you  with  us. 
Please  proceed  with  any  statement  that  you  might  offer  to  the  sub- 
committee. 

INTRODUCTION  OF  WITNESSES 

Dr.  Gaus.  Thank  you,  Mr.  Wicker.  Good  morning.  I'll  briefly 
make  a  few  introductions.  I  have  with  me  at  the  table  to  my  left 
Dr.  Lisa  Simpson,  a  physician  especially  trained  in  pediatrics,  who 
is  my  deputy;  to  my  right  is  Rita  Koch,  our  budget  officer;  and  I 
think  Dennis  Williams  from  the  Department  has  already  been  in- 
troduced. For  the  sake  of  time,  I  would  ask  that  my  full  statement 
be  submitted  for  the  record.  I  would  just  like  to  make  a  few  open- 
ing comments  if  I  may. 

Opening  Statement 

In  the  year  since  my  appearance  before  this  committee,  we  have 
been  working  at  the  agency  very  hard  to  be  responsive  to  the  needs 
of  the  very  rapidly  changing  health  care  system.  As  a  result,  we 
think  our  agency  has  emerged  as  a  highly  sought  after  resource  for 
both  the  public  and  the  private  sectors  for  science-based  informa- 
tion. In  essence,  we  think  we  are  a  science  partner  to  the  clini- 
cians, to  purchasers,  health  plans,  and  of  course,  most  importantly, 
to  the  consumers. 

PARTNERSHIPS 

These  continue  to  be  tough  and  challenging  times.  The  impera- 
tive to  constrain  health  care  costs  while  maintaining  quality  has 
not  diminished.  Improving  the  efficiency  of  the  health  care  system 
can  only  be  achieved,  however,  if  the  public  and  the  private  sectors 
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are  working  together  as  partners.  This  morning,  just  before  coming 
here,  I  participated  in  a  press  conference  hosted  by  the  National 
Stroke  Association.  I  announced  at  that  press  conference  a  land- 
mark partnership  designed  to  take  a  next  step  in  the  critical  re- 
search AHCPR  conducted  on  preventing  strokes.  Under  this  three- 
way  partnership,  AHCPR  and  DuPont-Merck  will  jointly  fund  a 
three  year  clinical  trial  conducted  by  Duke  University  to  evaluate 
the  effectiveness  of  educating  patients  and  physicians  about  the  ap- 
propriate use  of  an  anticoagulant  drug  called  warfarin. 

In  this  partnership,  and  we  hope  it  is  going  to  be  the  first  of 
many,  the  private  sector  is  contributing  $3  for  every  $  1  of  AHCPR 
money.  I  met  last  night  with  the  CEO  of  DuPont-Merck  to  discuss 
the  partnership.  He  indicated  to  me  that  from  the  pharmaceutical 
industry  standpoint,  and  especially  his  company,  that  this  kind  of 
work,  to  extend  the  fruits  of  biomedical  research  into  the  actual  de- 
livery of  health  care,  wouldn't  have  been  possible  without  our  agen- 
cy. 

GUIDELINES 

In  fiscal  year  1997  and  beyond,  our  agency  plans  to  expand  its 
reputation  as  a  source  of  scientific  information.  The  most  striking 
example  is  in  the  dramatic  changes  in  our  guideline  program.  As 
many  of  you  know,  this  program,  while  less  than  10  percent  of  our 
budget,  has  been  controversial,  and  certainly  has  received  much  at- 
tention over  the  last  year.  The  world  of  medical  care  in  1996  is 
really  far  different  than  the  one  that  existed  in  1989  when  AHCPR 
and  its  guideline  program  was  created  by  the  Congress.  There  are 
now  literally  thousands  of  guidelines  in  existence,  mostly  private 
sector  guidelines  that  were  not  in  existence  then.  Many  of  those 
guidelines  are  proprietary.  Some  aren't  even  based  on  science,  and 
frequently  they  express  a  particular  organization's  or  subspecialty's 
view  and  interests.  It  is  a  small  wonder  that  clinicians  and  con- 
sumers and  health  plans  are  confused. 

As  your  committee  noted  in  its  report  last  year,  it  is  time  for 
AHCPR  to  move  to  a  new  phase  of  guideline-related  activities.  I  am 
here  to  say  this  morning  that  we've  listened  to  you  as  well  as  the 
health  care  community.  As  a  result,  we  no  longer  will  be  developing 
clinical  practice  guidelines  in  fiscal  year  1997.  I  personally  con- 
sulted with  probably  over  20  medical  directors  and  clinical  leaders 
in  the  country,  my  staff  with  many  more.  The  consensus  of  that 
consultation  as  well  as  the  advice  of  your  committee  has  led  us  to 
a  plan  that  would  replace  the  guideline  development  process  with 
a  role  as  science  partner  to  the  private  sector.  All  of  the  partici- 
pants in  the  private  sector  who  develop  clinical  practice  guidelines 
want  to  produce  scientifically  valid  guidelines.  But  science  is  a  very 
expensive  process  to  conduct  as  well  as  to  synthesize.  Our  plan  is 
to  divert  or  change  the  resources  that  we  have  been  spending  on 
the  development  of  clinical  practice  guidelines  to  helping  other  pri- 
vate sector  organizations  develop  their  own. 

MEDICAL  EXPENDITURE  PANEL  SURVEY 

I  also  can  report  to  you  that  one  of  our  highest  research  prior- 
ities, the  National  Medical  Expenditure  Survey,  has  evolved  and 
now  is  called  the  Medical  Expenditure  Panel  Surveys.  Their  data 


are  of  vital  importance  to  those  managing  the  Nation's  health  care 
costs.  No  other  surveys,  either  public  or  private,  provide  the  level 
of  detail  on  the  use  of  and  payments  for  health  care  services  that 
the  Medical  Expenditures  Panel  Surveys  provide.  I  can't  over- 
emphasize how  important  these  data  are  to  the  health  care  system. 
As  you  can  see  from  the  chart,  the  MEPS  data  are  essential  for 
analyzing  job  lock,  insurance  portability,  access  to  health  care, 
spending  by  different  population  groups,  and  changes  in  overall 
health  care  financing  and  delivery.  The  data  answer  questions  such 
as,  how  have  managed  care  plans  changed  access  to  health  care, 
what  are  the  costs  of  managed  care  plans  compared  to  the  fee  for 
service  system,  and  how  does  satisfaction  of  the  consumer  vary 
with  different  kinds  of  insurance.  This  is  only  the  tip  of  the  iceberg. 
Over  time,  we  think  MEPS  will  provide  more  important  data  for 
both  public  sector  and  private  sector  decisionmakers. 

AHCPR  RESEARCH 

I  want  to  remind  you  that  most  of  AHCPR's  funding  continues 
to  be  spent  on  research  on  improving  health  quality  and  achieving 
savings.  We  continue  to  work  on  achieving  savings  through  out- 
comes research.  The  breadth  of  this  research  is  what  makes 
AHCPR  unique.  We  look  at  the  high  cost,  common  conditions  that 
clinicians  face  every  day.  We  look  at  the  impact  of  alternative  ap- 
proaches for  organizing  and  delivering  health  care,  and  we  develop 
tools  for  purchasers,  providers,  and  health  plans  to  lower  costs  and 
improve  quality. 

I  want  to  close  by  stressing  the  continuum  of  research.  NIH  pro- 
vides the  very  basic  biomedical  sciences  but  we  are  the  vital  link 
to  the  effective  implementation  in  the  real  world  of  medical  prac- 
tice. To  realize  the  potential  of  "better  quality  can  cost  less,"  all 
those  links  must  occur,  and  we  feel  our  part  of  this  continuum  is 
vital  to  improving  quality  of  care  and  lowering  costs.  I  would  be 
glad  to  answer  questions  from  your  committee. 

[The  prepared  statement  of  Dr.  Clifton  Gaus  follows:] 


STATEMENT  OF  CLIFTON  R.  GAUS,  Sc.D. 

HOUSE  LABOR/HHS/EDUCATION  APPROPRIATIONS  SUBCOMMITTEE 

APRIL  30,  1996 

Good  morning  Mr.  Chairman  and  Members  of  the  Subcommittee.   I  am  very 
pleased  to  have  this  opportunity  to  present  the  President's  FY  1997 
budget  request  for  the  Agency  for  Health  Care  Policy  and  Research 
(AHCPR) . 

AHCPR's  unique  mission  is  to  generate  and  disseminate  information  that 
is  immediately  and  directly  useful  to  improving  the  delivery  of  health 
care.   The  continuing  transformation  of  the  Nation's   health  care 
system  drives  the  need  to  understand  the  structure  and  organization  of 
health  care  and  the  multiple  factors  influencing  health  care  costs, 
quality,  and  effectiveness.   Consumers  need  information  to  improve 
decision-making  about  benefits,  practitioners,  and  treatments; 
practitioners  need  information  to  improve  the  quality  of  care  they 
provide;  health  systems  managers  need  information  to  improve  the 
quality  and  cost-effectiveness  of  care;  and  you,  as  policy-makers,  need 
information  to  understand  how  the  system  is  evolving  and  to  make  sound 
decisions.   Building  and  sustaining  that  knowledge  base  to  meet  these 
information  needs  is  the  role  of  the  Agency  for  Health  Care  Policy  and 
Research. 

AHCPR-Supported  Research 

Only  about  ten  percent  of  AHCPR-funded  research  is  conducted  in-house; 
the  rest  is  conducted  through  extramural  grants,  contracts  or 
cooperative  agreements.   Since  the  creation  of  AHCPR  in  1989,  awards 
have  been  made  to  over  225  institutions  in  40  states  after  expert 
review.   In  this  way,  we  award  grants  on  the  same  principles  of 
scientific  merit  that  govern  the  research  of  the  National  Institutes  of 
Health  (NIH) .   Our  grant  applications  are  reviewed  by  similar  study 
sections  composed  of  scientific  experts,  and  are  scored  in  a  similar 
manner.   Unfortunately,   even  in  the  best  of  times,  AHCPR  has  seldom 
been  able  to  fund  more  than  a  handful  of  the  high  quality  research 
proposals  that  survive  competitive  expert  review. 

We  follow  the  same  scientific  review  process  as  NIH  because  the  field 
of  health  services  research  begins  where  biomedical  research  ends. 
Health  services  research  focuses  on  questions  at  two  levels:   the 
individual  patient  and  the  organizational  and  financial  arrangements 
through  which  health  care  is  provided  to  the  American  public.   Simply 
put,  AHCPR  supports  research  designed  to  answer  two  basic  questions: 
What  works  best  in  medical  care?  and  What  does  it  cost?    In  view  of 
the  massive  changes  still  taking  place  in  the  Nation's  health  care 
system,  supporting  research  to  obtain  answers  to  these  questions  is 
more  critical  than  ever. 

Response  To  the  Committee's  Recommendation 

Before  I  present  the  FY  1997  request,  I  would  like  to  address  an 
important  issue  that  this  Committee  raised  last  year  in  the  report 
accompanying  the  1996  request.   This  Committee  encouraged  AHCPR  to 
reevaluate  our  approach  to  the  development  of  clinical  guidelines.   The 
Committee  questioned  the  need  for  AHCPR  to  allocate  resources  to  this 
activity  when  the  private  sector  and  professional  societies  develop 
their  own  guidelines  and  urged  us  to  consider  modifying  our  role  to  one 
of  certifying  the  impartiality  and  thoroughness  of  guidelines  developed 
by  others.   We  have  given  the  Committee's  suggestion  the  most  careful 
and  serious  consideration. 


The  world  of  medical  care  in  1996  is  far  different  from  the  one  that 
existed  in  1989  when  AHCPR  was  created.   There  now  are  literally 
thousands  of  guidelines  in  existence,  many  of  them  proprietary,  not 
based  on  science,  and/or  slanted  towards  a  particular  organization's  or 
subspecialty's  view  and  interests.   Small  wonder  that  clinicians  and 
health  plans  are  confused.   As  the  Committee  noted  in  its  report  last 
year,  it  is  time  for  AHCPR  to  move  to  a  new  phase. 

We  have  initiated  extensive  public  and  private  consultations  with  many 
groups  including  health  plans,  medical  societies  and  managed  care 
organizations  to  find  out  what  these  "front-line"  users  of  guidelines 
need.   The  message  from  these  users  is  clear:  they  are  seeking  the 
scientific  foundation  from  which  they  can  develop  their  own  high- 
quality,  evidence-based  guidelines.   As  a  result,  AHCPR  will  no  longer 
be  developing  clinical  practice  guidelines  in  FY  1997.   Instead,  we  are 
proposing  a  science-based  partnership  to  work  to  improve  health  care 
delivery  in  the  U.S.,  narrowing  the  gap  between  what  we  know  and  what 
we  do.   We  are  now  finalizing  a  proposal  to  redirect  our  existing 
guideline  development  and  dissemination  funds  in  ways  that  will  best 
meet  the  needs  of  the  marketplace. 

The  first  component  of  this  partnership  is  support  for  Centers  for 
Evidence-Based  Practice,  which  would  meet  the  demand  for  the  review  and 
synthesis  of  medical  evidence.   These  Centers  would  respond  to  requests 
from  private  sector  partners  --  provider  societies,  managed  care 
organizations,  purchasing  groups,  and  others   --  by  producing 
literature  reviews,  evidence  tables,  decision  analyses,  meta-analyses, 
and  other  products  on  topics  of  national  interest.   Thus,  AHCPR  would 
serve  as  a  "science  partner"  for  these  organizations  and  they  --  not 
AHCPR  —  would  use  the  scientific  evidence  to  produce  and  implement 
their  own  clinical  practice  guidelines. 

The  second  component  of  the  partnership  is  the  National  Guideline 
Clearinghouse.   AHCPR  plans  to  work  with  key  national  groups  to 
cosponsor  a  national  on-line  database  of  clinical  practice  guidelines, 
providing  all  clinicians,  provider  groups,  plans,  and  health  systems 
with  access  to  information  about  the  major  published  guidelines. 

The  third  component  of  the  partnership  is  continuation  of  our  research 
and  evaluation  activities,  but  we  would  broaden  the  focus  of 
dissemination  efforts  from  guidelines  to  the  numerous  approaches  that 
can  be  used  to  promote  the  incorporation  of  scientific  knowledge  into 
day-to-day  clinical  practice. 

We  believe  this  restructuring  will  make  better  use  of  our  limited 
resources  than  continuing  to  support  the  development  of  a  small  number 
of  guidelines  each  year.   This  approach  will  decrease  duplication, 
enhance  public-private  partnerships,  increase  national  coordination, 
and  continue  to  increase  the  science  base  supporting  the  development 
and  use  of  clinical  practice  guidelines. 

FY  1997  Budget  Request 

Now  I  will  turn  to  the  President's  budget  request  for  AHCPR  which 
totals  $143.8  million.   Under  this  proposal,  AHCPR  will  continue  to 
fund  research  that  improves  the  quality  of  the  Nation's  health  care 
system,  enabling  it  to  function  more  effectively  and  efficiently.   The 
request  includes  support  for  the  full  data  collection  phase  of  the 
Medical  Expenditure  Panel  Surveys. 


Improve  the  Cost  Effective  Use  of  Health  Care  Resources.  The  data 
collected  by  the  Medical  Expenditure  Panel  Surveys  (MEPS)  are  of  vital 
importance  to  those  managing  the  Nation's  health  care  costs.   No  other 
surveys,  public  or  private,  provide  this  level  of  detail  on  the  use  of 
and  payments  for  health  care  services  from  a  nationally  representative 
sample  of  Americans.   As  such,  MEPS  provides  critical  information  to 
insurers,  employers,  legislators  and  other  health  care  policy-makers  on 
how  Americans  use  and  pay  for  health  care. 

MEPS  is  an  interrelated  series  of  surveys  that  replaces  the  National 
Medical  Expenditure  Survey  (NMES) .   MEPS  will  not  only  update 
information  that  was  last  collected  a  decade  ago  but  it  will  provide 
more  timely  data  through  the  move  to  an  ongoing  data  collection  effort. 

The  FY  1997  request  includes  $44.7  million  for  MEPS,  an  increase  of 
$29.7  million  over  the  FY  1996  level,  reflecting  the  full  data 
collection  effort  that  will  occur  in  1997.   Surveyors  will  be 
conducting  interviews  in  the  field  for  the  household  survey,  the 
medical  provider  survey,  the  health  insurance  plans  survey,  the  nursing 
home  survey  and  the  employer  health  insurance  survey. 

During  the  past  year,  the  Department  has  undertaken  a  comprehensive 
review  of  its  survey  and  data  collection  efforts  to  improve  efficiency 
and  effectiveness.   MEPS  is  the  result  of  that  effort.   Unlike  NMES, 
which  developed  its  own  large  sampling  frame  of  families  to  interview, 
MEPS  relies  upon  an  existing  nationally  representative  sampling  frame 
developed  by  the  National  Center  for  Health  Statistics.   It  eliminates 
the  duplication  that  existed  with  the  Health  Care  Financing 
Administration  in  surveying  the  over-65  population  in  the  Medicare 
Current  Beneficiary  Survey.   And  MEPS  incorporates  and  links  the 
National  Health  Interview  Survey  with  the  survey  components  in  MEPS. 

MEPS  streamlines  the  Department's  data  collection  efforts  and  builds 
upon  the  strengths  of  the  1977  and  1987  NMES.   This  integration  will 
assure  a  better  return  on  the  Federal  Government's  investment  by  moving 
from  a  periodic  survey  once  every  ten  years  to  a  continuing 
longitudinal  data  collection  effort.   Over  time,  MEPS  will  provide  more 
comprehensive  data  for  public  and  private  sector  decision  makers. 

Measure  and  Improve  Quality  of  care.   Consumers  and  providers  continue 
to  demand  value  and  accountability  for  the  hundreds  of  billions  of 
dollars  spent  on  health  care  in  this  country  each  year.   AHCPR  is  in 
the  forefront  of  developing  more  consistent  ways  of  comparing  the 
quality  of  services  delivered  by  both  health  care  plans  and  individual 
practitioners.   These  efforts  will  ultimately  enhance  the  value  of  the 
Nation's  expenditures  on  health  care  services. 

The  FY  1997  request  supports  continued  efforts  to  build  tools  that 
measure  quality  of  care.   Less  than  a  month  ago,  AHCPR  released  a 
landmark  computer  tool,  the  Computerized  Needs-Oriented  Quality 
Measurement  Evaluation  System  (CONQUEST  1.0),  that  is  designed  to  make 
it  easier  for  health  plans,  providers  and  purchasers  to  choose  and  use 
clinical  performance  measures.   These  measures  can  help  estimate  the 
extent  to  which  health  care  providers  deliver  clinical  services  that 
are  appropriate  for  each  patient's  condition;  determine  whether 
services  are  provided  safely,  competently,  -  and  in  the  appropriate  time 
frame;  assess  communication  with  patients;  and  evaluate  outcomes  from 
services  provided. 


CONQUEST  is  an  important  tool  for  managed  care  organizations,  health 
care  payers  and  purchasers,  clinicians,  employers,  researchers, 
accreditation  and  quality  review  organizations,  and  state  health 
departments.   It  includes  two  interlocking  databases,  a  Measure 
database  and  a  Condition  database,  with  a  user-friendly  interface  that 
helps  users  find  performance  measures  fitting  their  specific  needs. 
CONQUEST  is  available  electronically  as  well  as  through  our 
Clearinghouse  and  we  will  continue  to  expand  the  system  and  make  it 
more  accessible  to  users. 

The  first  step  of  another  initiative  in  the  area  of  quality  measures 
was  taken  last  month  when  AHCPR  published  an  RFA  to  develop  and  test 
quality  of  care  measures.   This  solicitation  for  the  Expansion  of 
Quality  Measures  (Q-SPAN)  will  strengthen  the  science  base  underlying 
the  evolution  of  performance  measures  while  expanding  the  range  of 
available,  ready-to-use  measures.   Development  of  measures  for  clinical 
conditions  and  populations  for  which  measures  are  lacking  will  have  a 
high  priority. 

In  March  1996,  AHCPR  also  invited  applications  for  research  on 
computerized  decision  support  systems  (CDSS) .   These  systems  are 
computer  programs  that  use  knowledge,  such  as  clinical  research 
findings,  to  support  decisions  with  evidence-based  information.   The 
goal  of  this  initiative  is  to  assist  providers'  decision  making  and 
improve  the  cost-effective  delivery  of  health  services. 

Consumer  Choice.   The  request  also  supports  continued  efforts  to 
provide  consumers  with  solid,  reliable,  and  understandable  information 
to  assist  them  in  making  choices  about  their  personal  health  care 
needs.   One  major  initiative  in  this  area,  the  Consumer  Assessments  of 
Health  Plans  Study  (CAHPS),  will  assist  consumers  in  selecting  high 
quality  health  plans  and  services. 

Surveys  by  objective,  non-government  polling  firms  have  shown  that  most 
Americans  would  like  to  have  more  information  to  help  them  choose 
hospitals,  doctors,  and  health  care  plans.   The  CAHPS  cooperative 
agreements  with  three  consortia  headed  by  the  Research  Triangle 
Institute,  the  RAND  Corporation,  and  Harvard  University  bring  together 
the  nation's  top  experts  in  patient  satisfaction  and  survey  research  to 
develop  and  test  the  best  methods  for  measuring  consumers'  satisfaction 
with  their  health  plans  and  methods  for  getting  the  results  to 
consumers . 

In  collaboration  with  the  Health  Care  Financing  Administration,  a 
specifically  tailored  module  will  be  added  to  CAHPS  to  give  Medicare 
beneficiaries  enrolled  in  managed  care  organizations  more  information 
on  selecting  high  quality  health  plans  and  services. 

AHCPR  also  continues  to  fund  several  consumer  information  projects 
under  the  Small  Business  Innovation  Research  program,  including  a 
project  to  design  a  decision  support  system  that  will  help   minority 
and  underserved  workers  choose  a  health  plan. 

Determining  What  Works  Best  in  Clinical  Practice.   AHCPR  continues  to 
add  to  its  record  of  accomplishments  in  improving  the  effectiveness  and 
appropriateness  of  health  care  through  its  support  of  research  that 
focuses  on  patient  outcomes  and  common  clinical  conditions.   A  critical 
and  unique  aspect  of  our  research--in  contrast  to  other  types  of 
clinical  trials--is  that  we  examine  treatments  provided  in  everyday 
settings,  to  average  patients  by  a  range  of  practicing  clinicians. 


In  March  1996,  AHCPR  issued  an  RFA  for  randomized  controlled  trials  to 
compare  the  effectiveness  and  outcomes  of  hysterectomy  to  those  of 
other  common  treatments  for  non-cancerous  uterine  conditions.   These 
trials  will  emphasize  outcomes  important  to  patients.   The  management 
of  non-cancerous  uterine  conditions  includes  a  variety  of  invasive  and 
non-invasive  treatments.   There  has  been  little  research  demonstrating 
effectiveness  of  these  treatments  relative  to  each  other  or  compared  to 
watchful  waiting.   Approximately  530,000  hysterectomies  are  performed 
annually  for  non-cancerous  conditions  at  a  cost  for  hospitalization  of 
over  $5  billion. 

The  1997  request  provides  continued  support  for  outcomes  research 
studies  on  such  topics  as  the  effectiveness  of  outpatient  treatment  for 
pelvic  inflammatory  disease;  care,  costs  and  outcomes  of  local  breast 
cancer;  choices,  outcomes,  costs  and  tradeoffs  for  dialysis  care;  and 
improving  the   cost  effectiveness  of  alternative  treatments  for 
depression,  a  common  condition  afflicting  approximately  11  million 
Americans  each  year. 

Improving  the  Health  Care  Marketplace.   Health  care  is  increasingly 
provided  in  primary  care  settings,  which  are  the  source  of  most 
referrals  to  secondary  and  tertiary  care.   A  major  goal  of  AHCPR' s 
research  in  this  area  is  to  understand  trends  in  the  health  care 
marketplace  and  their  implications  for  quality  of  care  and  access  to 
that  care.   As  more  Americans,  particularly  public  beneficiaries, 
enroll  in  managed  care,  appropriate  access  to  specialty  care  has  become 
an  area  of  great  interest.   Most  managed  care  plans  provide  incentives 
to  primary  care  physicians  to  discourage  excessive  referral  to 
specialists,  yet  there  are  no  data  on  the  impact  of  these  incentives. 
Many  plans  routinely  monitor  specialty  referral  rates,  but  it  is  not 
clear  whether  this  is  a  valid  indicator,  whether  this  should  be  done  on 
a  disease-specific  fashion,  or  can  be  aggregated  across  multiple 
reasons  for  referral.   In  March  1996,  AHCPR  invited  applications  for 
studies  that  will  examine  how  changes  in  health  care  organization 
affect  referral  practices  and  that  will  measure  quality  of  care 
resulting  from  decisions  by  primary  care  providers  who  refer,  or  don't 
refer,  patients  to  specialty  providers. 

Decisions  by  consumers  and  their  families,  practitioners  and  providers 
have  significant  effects  on  cost,  access,  quality  of  care,  and  patient 
outcomes.   Understanding  changes  in  the  supply  and  demand  sides  of  the 
health  care  market  is  important  in  assessing  their  impact.   The  biggest 
barrier  to  evaluating  the  effects  of  health  care  market  structure  is 
the  lack  of  suitable  data.   The  FY  1997  request  will  support  an  ongoing 
initiative  on  market  forces  in  a  changing  health  care  system.   This 
research  is  examining  how  changes  in  the  structure  of  defined  markets 
have  affected  the  way  health  care  providers  produce  and  deliver  care 
and  the  price,  distribution,  and  quality  of  services  available.   There 
is  limited  factual  information  about  the  types  of  market  structures  and 
organizations  that  are  now  emerging  in  the  health  care  sector.   Even 
less  is  known  about  how  these  structures  are  influencing  the 
competitive  strategies  of  health  providers  and  insurers,  the  quality 
and  types  of  care  available  in  the  market,  or  the  price  and  equitable 
distribution  of  services.   The  formulation  of  public  policy  to  deal 
with  these  changes  depends  upon  a  better  understanding  of  what 
structural  and  behavioral  changes  are  taking  place  in  these  markets, 
how  and  why  these  changes  are  occurring,  and  their  implications.   This 
information  also  is  of  importance  to  private  sector  decision  makers. 
The  research  conducted  through  this  initiative  is  designed  to  provide 
greater  understanding  of  emerging  financing  and  organizational 
arrangements,  such  as  managed  care  organizations  and 

hospital/physician/nursing  home  alliances,  and  their  effects  on  access, 
cost,  and  quality  of  care. 


Conclusion 

In  conclusion  Mr.  Chairman,  AHCPR's  FY  1997  budget  request  will  allow 
the  agency  to  continue  the  important  work  of  monitoring  the  health  care 
system,  determining  what  works  and  what  doesn't  in  medical  care,  and 
providing  extremely  valuable  information  to  providers  and  consumers. 

Information  generated  from  AHCPR-supported  research  is  critical  to  both 
purchasers  and  consumers  of  health  care  services  so  that  they  are 
empowered  to  make  the  best  choices  about  options  in  the  often-confusing 
health  care  marketplace.   This  information  is  critical  to  providers  of 
health  care  as  they  strive  to  improve  clinical  decision-making  about 
effective  treatment  strategies  and  to  managers  of  health  systems  as 
they  make  decisions  about  which  treatments  to  offer  and  the  quality  of 
those  treatments.   AHCPR-supported  research  also  is  critical  to 
national,  State,  and  local  policy-makers  as  they  develop  proposals  to 
increase  the  value  of  their  expenditures  on  health  care. 

The  Federal  government  will  spend  nearly  $400  billion  on  health 
programs  but  less  than  one-tenth  of  one  percent  of  that  amount  is  spent 
to  assure  that  the  health  care  that  is  delivered  is  both  appropriate 
and  effective.   Approval  of  AHCPR's  budget  request  for  FY  1997  would 
continue  this  investment. 

Mr.  Chairman,  that  concludes  my  testimony.  I  look  forward  to  working 
with  you  and  members  of  the  Subcommittee.  I  would  be  happy  to  answer 
any  questions  you  may  have. 
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RESEARCH  PORTFOLIO 

Mr.  Wicker.  Thank  you,  Doctor  Gaus.  I  think  we  will  all  agree 
it's  been  a  difficult  year  for  your  agency.  You  weathered  talk  about 
outright  termination  and  substantial  reductions.  With  the  passage 
last  week  of  the  omnibus  spending  bill,  you  received  a  1996  appro- 
priation of  $125  million  which  represented  a  21  percent  reduction 
from  the  prior  year.  How  have  you  modified  your  agency's  program 
operations  to  manage  this  funding  reduction? 

Dr.  Gaus.  Mr.  Chairman,  anticipating  this  type  of  reduction,  we 
did  have  ample  time  to  make  some  changes  in  both  the  research 
portfolio  and  the  amount  of  money  awarded  to  grantees  as  continu- 
ation costs.  As  you  may  know,  we  fund  projects  oftentimes  for  five 
years.  We  don't  fully  fund  them  in  the  first  year;  we  fund  one  year 
at  a  time.  Therefore,  every  year  a  sizable  part  of  our  budget  is  con- 
tinuation costs.  Those  projects  that  are  already  started  receive 
their  second,  third,  fourth  year  of  funding  every  year  from  us. 
Therefore,  the  projects  that  were  funded  prior  to  1996  sustained  a 
modest  reduction  across  the  board  in  their  continuation  costs.  In 
that  way,  we  felt  we  were  spreading  some  of  the  reductions  across 
many  of  those  projects.  Most  of  them,  we  believe,  were  able  to  ab- 
sorb those  reductions  without  a  substantial  effect  on  the  quality  of 
the  research. 

We  also  plan  to  make  a  few  awards  in  1996  for  new  high  priority 
projects  that  have  collected,  so  to  speak,  in  our  pipeline.  Prior  to 
1996,  we  funded  an  average  of  about  the  top  10  percent  of  applica- 
tions received.  We  use  the  same  review  process  that  NIH  uses.  In 
fact,  applications  to  our  agency  go  to  NIH  first  and  are  then  for- 
warded to  us  through  the  NIH  grant  system  for  peer  review.  In  fis- 
cal year  1996,  with  the  reduced  budget,  we  will  probably  be  able 
to  award  only  about  the  top  5  percent  of  the  qualified  projects. 

DUPLICATION  OF  RESEARCH 

Mr.  Wicker.  Dr.  Gaus,  in  the  debate  about  funding  your  agency 
last  year,  several  questions  were  raised  about  your  agency.  Specifi- 
cally, let  me  ask  you  to  respond  and  give  you  an  opportunity  to  dis- 
cuss the  charge  that  AHCPR's  work  overlaps  research  done  by 
other  Federal  agencies  such  as  NIH,  CDC,  HCFA,  and  the  Depart- 
ment of  Veterans  Affairs. 

Dr.  Gaus.  I  think  that  is  not  an  accurate  statement.  I  have  been 
in  and  out  of  Government  for  25  years.  I  was  part  of  the  Health 
Care  Financing  Administration  formation  and  part  of  its  research 
and  development  program  for  many  years.  I'm  very  familiar  also 
with  CDC  and,  of  course,  NIH.  Our  agency  is  unique,  and  we  go 
to  extra  effort  to  not  be  duplicative  of  other  agencies.  We  in  fact 
co-fund  many  projects.  We  don't  think  that  is  duplication;  we  think 
that  is  coordination.  There  were  15  clinical  trials,  for  example,  with 
NIH  and  the  Veterans  Administration  where  we  fund  a  portion  of 
the  trial  and  they  fund  a  portion  of  the  trial.  Our  part  is  typically 
the  more  applied  cost-effectiveness  and  quality  measurement  part 
of  the  data  collection  effort. 

Again,  we  go  to  great  efforts  to  make  sure  that  those  projects  are 
coordinated.  We  review  with  HCFA,  with  CDC,  with  HRSA  on  a 
routine  basis,  the  requests  for  research  projects  that  we  issue. 


11 

Their  personnel  sit  on  our  review  groups  for  both  the  project  re- 
quests as  well  as  participate  in  the  decisions  around  which  projects 
to  fund.  When  we  think  we  have  a  project  that  comes  to  our  agency 
that  might  be  of  interest  to  HCFA,  we  ask  if  they  are  interested 
in  funding  it.  In  some  cases,  they  may  take  the  project  or  we  may 
jointly  fund  it.  I  think  there  are  sufficient  mechanisms  in  place  so 
that  duplication  does  not  occur. 

GUIDELINES 

Mr.  Wicker.  Mr.  Stokes? 

Mr.  Stokes.  Thank  you  very  much,  Mr.  Chairman. 

Dr.  Gaus,  according  to  your  statement,  and  if  I  understand  you 
correctly,  you  have  indicated  that  you  are  no  longer  going  to 
produce  clinical  practice  guideline  reports.  Is  that  correct? 

Dr.  Gaus.  That  is  correct.  We  are  not  going  to  do  the  actual  de- 
velopment of  the  guideline  itself.  We  are  going  to  more  actively 
support  private  sector  groups  in  the  development  of  their  guide- 
lines. And  we're  going  to  do  everything  we  can  to  assure  that  their 
guidelines  are  science-based. 

Mr.  Stokes.  I  am  a  little  concerned.  I  understand  you're  imple- 
menting a  partnership  approach.  Looking  through  your  justifica- 
tion, at  page  27  under  Stroke,  it  reads:  "Appropriate  therapy  could 
prevent  many  strokes.  Stroke  is  the  third  leading  cause  of  death 
in  the  United  States,  costing  more  than  $33  billion  annually  for  re- 
covery, rehabilitation,  and  vocational  disability.  AHCPR  research 
shows  ways  to  prevent  many  strokes  in  patients  over  65;  thereby 
saving  up  to  $660  million  yearly  by  extending  appropriate 
anticoagulation  therapy  to  all  eligible  patients.  If  clinical  practice 
were  to  adopt  these  findings  for  even  20  percent  of  the  eligible  pa- 
tients, potential  savings  to  the  elderly  population  could  reach  $132 
million  annually."  Doctor,  that's  a  significant  finding  and  a  signifi- 
cant guideline.  Now,  is  this  the  type  of  reporting  that  the  Agency 
will  not  continue? 

Dr.  Gaus.  In  the  past,  we  might  have  thought  about  doing  a  clin- 
ical practice  guideline  in  the  prevention  of  stroke.  I  think  part  of 
our  new  strategy,  and  what  we're  saying  is  that  for  fiscal  year  1997 
our  approach  is  not  to  do  the  clinical  practice  guidelines  but  to 
partner  with  other  organizations  that  might  have  a  more  signifi- 
cant impact  on  changing  practice. 

PARTNERSHIPS 

In  this  particular  area,  I  am  quite  excited  about  something  that 
was  announced  this  morning  at  a  press  conference  prior  to  coming 
here,  and  I  am  sure  we  will  all  be  reading  about  it  in  this  evening's 
paper.  A  new  organization  has  been  formed  called  "Call  to  Action 
to  Prevent  Stoke,"  or  CAPS.  This  coalition  includes  the  National 
Stroke  Association,  the  American  Medical  Association,  the  Associa- 
tion of  Black  Cardiologists,  DuPont-Merck,  and  the  Health  Care  Fi- 
nancing Administration.  These  are  all  organizations  that  have 
come  together  to  try  to  implement  the  findings  of  our  research.  At 
the  press  conference  that  was  held  just  prior  to  this  congressional 
hearing  I  made  the  announcement  that  we  not  only  were  endorsing 
the  coalition  to  prevent  stroke,  but  we  were  going  to  co-fund  with 
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DuPont-Merck  a  clinical  trial  to  test  the  best  ways  to  educate  the 
consumer  and  the  clinicians  about  anticoagulation  therapy. 

Now  this  is  a  new  move.  This  is  unquestionably  a  different  ap- 
proach for  us.  We'll  have  to  see  over  time  whether  or  not  it  has  the 
same,  or  a  larger,  impact  on  changing  clinical  behavior.  It's  a  tough 
business  educating  both  the  consumer  and  the  clinicians  about 
what  is  cost-effective  medical  care.  But  today  we  launched  the  first 
of  many  efforts. 

QUALITY  OF  CARE 

Mr.  Stokes.  Thank  you  for  sharing  that  with  us.  With  regard  to 
the  increased  movement  now  towards  managed  care,  to  what  ex- 
tent is  the  agency  examining  and  identifying  appropriate  guide- 
lines for  patient  outcomes,  standards  of  quality  care,  and  access  to 
care? 

Dr.  Gaus.  We  are  very,  very  active.  That  is  probably  our  most 
important  new  area  of  work.  We  have  participated  very  actively 
with  several  of  the  organizations  involved  in  quality  of  care  and 
managed  care.  We  are  helping  the  Foundation  for  Accountability, 
or  the  FACT,  which  is  an  organization  of  consumers  and  pur- 
chasers, in  their  process  to  identify  good  outcome  measures  for  use 
in  managed  care.  We  are  participating,  Dr.  Simpson  participates 
personally,  in  the  National  Committee  for  Quality  Assurance's 
Committee  on  Performance  Measurement  which  is  developing  the 
new  requirements.  And  most  importantly,  we  will  fund  with  some 
of  the  hard  fought  monies  that  we  have  in  our  1996  budget  some 
new  projects  to  develop  performance  measures  and  quality  meas- 
ures in  managed  care  plans.  We  have  asked  for  proposals  from  the 
scientific  community  and  we  will  be  reviewing  them  this  summer 
and  making  awards. 

Mr.  Stokes.  Thank  you,  Dr.  Gaus.  My  time  has  expired. 

I  yield  tc  Mr.  Bonilla. 

GUIDELINES 

Mr.  Bonilla.  Thank  you,  Mr.  Stokes. 

First  of  all,  Dr.  Gaus,  I  would  like  to  commend  AHCPR  for  listen- 
ing not  only  to  this  subcommittee,  but  also  to  the  Congress  in  re- 
evaluating your  approach  to  developing  clinical  guidelines,  as  you 
mentioned  in  your  opening  statement.  My  line  of  questioning  refers 
to  your  guidelines.  I  would  like  to  hear  how  the  money  currently 
being  spent  on  the  guidelines  will  be  redirected  this  year.  Obvi- 
ously, there  won't  be  any  new  money,  but  where  will  the  existing 
money  go  and  what  will  that  be  used  for? 

Dr.  Gaus.  We  still  have  three  guidelines  to  be  finished.  We  are 
near  the  end  of  those.  We  did  not  start  any  new  guidelines  during 
fiscal  year  1996,  and  of  course,  as  I've  said,  we  will  not  start  new 
ones  in  fiscal  year  1997.  Regarding  the  funds  that  are  in  our  budg- 
et, we  would  like  the  Congress  to  permit  us  to  spend  that  money 
in  fiscal  year  1997  to  create  Evidence-Based  Practice  Research 
Centers.  These  would  be  private  sector  scientific  organizations  that 
would  work  with  the  medical  societies,  the  managed  care  plans,  to 
assess  the  science.  Sometimes,  Mr.  Bonilla,  we  look  at  thousands 
of  peer  reviewed  articles  in  journals  just  to  do  a  guideline.  Most  of 
the  professional  groups  that  we've  talked  to  tell  us  that  they  don't 
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have  the  resources  to  do  that  extensive  a  review.  You  could  imag- 
ine reading  20,000  articles,  it  is  somewhat  mind-blowing.  But  in 
any  event,  somebody  has  to  do  that.  Somebody  has  to  sit  down  and 
evaluate  what  research  has  told  us  about  a  particular  condition. 
Everybody  that  we  consulted  with  said  that  is  the  one  unique  func- 
tion that  our  agency  serves  that  no  other  private  sector  group  can 
either  afford  to  do  or  probably  knows  how  to  do  as  well. 

Therefore,  what  we  are  proposing  in  fiscal  year  1997  is  to  use 
about  half  of  the  clinical  practice  guideline  budget,  this  is  about  $4 
million  to  $5  million,  that  would  have  been  spent  on  developing 
guidelines  to  use  those  funds  to  support  these  Evidence-Based 
Practice  Research  Centers  to  the  private  sector.  Those  Centers 
would  be  an  active  partner  with  the  medical  organizations  that  are 
developing  guidelines  and  we  think  they  would  contribute  im- 
mensely to  the  quality  of  the  private  sector-developed  guidelines. 

Mr.  Bonilla.  Dr.  Gaus,  do  you  foresee  AHCPR  going  back  to  is- 
suing guidelines? 

Dr.  Gaus.  Not  for  the  moment  at  least.  I  think  we're  embarking 
now  on  what  will  be  a  several  year  effort  to  evaluate  this  new  ap- 
proach. There  have  been  very  few  things  I've  done  in  the  two  years 
I've  been  at  the  agency  where  I've  had  a  stronger,  more  positive  re- 
sponse from  the  health  care  industry  than  for  this  one.  For  the  last 
two  to  three  months,  we  have  spent  enormous  amounts  of  time 
talking  with  virtually  every  health  care  organization,  medical  soci- 
eties, managed  care  plans.  The  one  message  that  comes  back  from 
those  is  to  stay  in  the  business  of  synthesizing  the  science  for  us 
but  let  us  develop  the  medical  policies.  When  the  private  sector  de- 
velops them,  there's  a  better  chance  of  them  being  implemented.  So 
we're  looking  at  a  partnership  where  we  help  them  develop  what 
we  hope  will  be  good  scientific  clinical  policy,  and,  because  they  are 
developing  the  medical  policy,  we  hope  we'll  get  much  better  imple- 
mentation. And  in  the  end,  I  think  everybody  wins. 

Mr.  Bonilla.  So,  in  essence,  we  could  bury  this  for  now  and 
maybe  forever,  but  we're  not  sure. 

Dr.  Gaus.  That  is  correct. 

GUIDELINES 

Mr.  Bonilla.  What  makes  you  think,  Dr.  Gaus,  that  AHCPR  will 
be  able  to  review  1,800  guidelines  for  scientific  foundation?  Will  the 
review  be  prospective  or  retrospective? 

Dr.  Gaus.  Part  of  our  new  approach  here  will  be  to  look  at  the 
existing  guidelines.  I  think  there  are  two  categories  here.  There  are 
at  least  several  thousand  guidelines  now  in  practice,  some  of  which 
are  founded  on  science  and  some  probably  not  on  very  much 
science.  We're  looking  to  some  partners,  such  as  the  American 
Medical  Association  and  the  American  Association  of  Health  Plans, 
to  help  us  evaluate  those  existing  guidelines.  We're  anticipating 
some  meetings  very  soon  with  those  organizations  to  explore  how 
we  can  work  together  in  some  form  of  a  national  clearinghouse,  a 
national  database  that  would  evaluate  and  disseminate.  There  are 
two  problems  here.  The  guidelines  need  evaluation,  but  also  they 
are  not  all  available  to  everybody.  So  we're  looking  at  both  dissemi- 
nating those  guidelines  more  widely  and  at  some  form  of  evalua- 
tion. I  can't  report  to  you  today  exactly  the  structure  that  will  take 
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shape,  but  my  conversations  with  both  of  those  national  organiza- 
tions about  this  idea  have  been  very  promising. 

With  respect  to  new  guidelines  that  are  not  yet  developed,  we 
hope  our  Evidence-Based  Practice  Research  Centers  will  play  an 
important  role  with  the  many  organizations  that  are  developing 
guidelines.  We  will  release  soon  a  request  for  proposals  for  these 
Centers.  We  hope  to  be  able  to  fund  some  of  those  this  fiscal  year 
and  use  next  fiscal  year's  money  for  their  continuation  costs.  Those 
centers  will  actively  seek  out  medical  groups  to  help  in  their  guide- 
line development  process. 

Mr.  Bonilla.  My  time  has  expired,  but  if  we  have  another  round 
I  have  a  couple  more  questions.  Thank  you. 

Mr.  Wicker.  Mr.  Miller. 

Mr.  Miller.  Thank  you.  I  have  one  comment  first.  Mr.  Williams 
sits  through  these  meetings  day  in  and  day  out.  I  know  he's  a  busy 
gentleman  because  he's  here  with  National  Institutes  of  Health  and 
all  these  functions,  and  he  sits  there  and  has  to  listen  and  take  up 
a  valuable  amount  of  time.  So  I  thank  you  for  doing  that,  I  com- 
mend you  for  doing  that  because  you're  the  silent  person  on  these 
panels  every  day.  He's  here  for  days  and  days  and  days. 

Dr.  Gaus.  And  he  goes  home  every  night  and  prepares  for  the 
next  day,  too. 

Mr.  Bonilla.  Would  you  yield  for  just  a  couple  of  seconds? 

Mr.  Miller.  Yes. 

Mr.  Bonilla.  Is  there  some  kind  of  training  you  go  through  for 
this?  [Laughter.] 

Mr.  Williams.  Just  a  lot  of  patience.  [Laughter.] 

Mr.  Miller.  I  want  to  commend  you  because  I  think  you  all  have 
made  some  real  progress  in  responding  to  the  complaints  from  the 
industry  and  from  Members  of  Congress.  You  do  provide  a  valuable 
service  and  a  valuable  amount  of  information. 

I  need  to  clarify  in  my  own  mind  that  what  you're  changing  to 
is  for  the  better.  Compared  to  what  we  spent  this  current  fiscal 
year,  you  have  requested  a  fairly  big  increase.  I  know  it  was  less 
than  what  was  in  fiscal  year  1995,  but  it's  a  15  percent  increase 
over  last  year's  number.  You  also  have  these  three  programs — the 
centers  for  evidence-based  practice,  the  national  guideline  clearing- 
house, and  then  the  third  component  is  the  dissemination.  We're 
not  going  to  end  up  with  the  same  result  necessarily,  but  are  we 
creating  a  bureaucracy  that  will  become  a  problem  in  future  years 
down  the  way?  I  know  you've  given  a  lot  of  thought  to  it,  but  ex- 
plain to  me  exactly  how  it's  going  to  operate  and  how  a  bureauc- 
racy won't  develop  out  of  this  so  that  we're  back  in  the  same  prob- 
lem. 

GUIDELINES 

Dr.  Gaus.  I  hope  this  is  a  major  step  forward.  Certainly,  next 
year  the  Committee  will  be  anxious  to  hear  about  this  year's  re- 
sults. The  development  of  clinical  practice  guidelines  is  really  at 
the  heart  of  this  country's  difficulties  with  how  to  balance  improv- 
ing health  care  quality  and  lowering  health  care  costs.  There  is  no 
question  that  our  research  has  shown  that  health  care  practices 
vary  tremendously  throughout  the  country.  Sometimes  there  is 
good  reason  for  those  variations  and  sometimes  there  is  not.  We 
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find  that  education  of  the  physicians  and  the  consumers  oftentimes 
is  the  very  best  way  to  bring  about  cost-effective  medical  care. 

Our  guideline  program  the  last  five  years  was  criticized  by  many 
as  not  having  influenced  enough  physicians,  enough  consumers.  Re- 
garding the  adoption  rate,  there  has  been  a  great  debate  about 
what  is  success  and  what  is  not  success.  We  think  that  moving  out 
of  the  business  of  actually  developing  and  publishing  the  guidelines 
and  moving  into  these  partnerships  with  people  in  the  private  sec- 
tor developing  the  guidelines  will  have  a  more  profound  impact  on 
adoption. 

While  we  have  thousands  of  good  user  stories  from  organiza- 
tions— some  in  your  district  who  we  have  spoken  about  in  fact — 
who  have  taken  our  guidelines  and  are  utilizing  them  every  day, 
there  are  also  many  other  providers  in  the  health  care  system  that 
are  not.  We  think  that  by  working  with  their  professional  organiza- 
tions in  their  development  of  the  guidelines,  in  helping  them  make 
them  science-based,  that  we  will  get  more  widespread  adoption  of 
those  cost-effective  medical  policies. 

I  think  we're  trading  off  a  more  active  role  and  we're  trading  off 
the  control  and  management  of  the  decisions  and  leaving  those  to 
the  private  sector.  But  in  exchange  for  that,  I  think  what  we're  get- 
ting is  a  far  higher  adoption  of  those  guidelines  that  are  developed. 
So  we  will  be  evaluating  that,  and  we  will  be  able  to  tell  you  in 
a  year  whether  in  fact  we  think  this  change  of  strategy  has 
worked. 

Mr.  Miller.  That's  what  synthesize  is  about. 

Dr.  Gaus.  That's  what  it's  all  about,  right. 

Mr.  Miller.  How  about  the  bureaucracy  side  of  it.  What  are  you 
creating? 

Dr.  Gaus.  The  difference  between  the  two  approaches  is  in  the 
past,  the  agency  convened  large  private  sector  panels  of  experts,  in- 
dividuals who  were  organized  around  a  specific  condition,  and  our 
contractors  worked  with  them  to  develop  the  guideline.  There  were 
oftentimes  many  meetings  of  these  groups,  literature  reviews  were 
conducted,  and,  in  fact,  these  panels  took  on  a  life  of  their  own.  In 
a  sense,  they  became  their  own  small  organization  for  doing  a 
guideline.  Those  will  not  exist  any  more.  We  will  not  be  convening 
those  private  sector  panels  to  do  guidelines.  We  will  be  funding, 
through  our  grant  mechanism,  university-based  and  nonprofit  re- 
search organization  partnerships  to  do  the  science  synthesis.  But 
they  won't  be  Federal  bureaucracies.  They're  not  Federal  employ- 
ees. They  are  grantees  just  like  those  at  universities  that  are  doing 
our  economic  research  and  our  sociological  research. 

Mr.  Miller.  Is  there  a  problem  about  duplication  with  other 
Federal  agencies,  with  the  National  Institutes  of  Health,  the  Cen- 
ters for  Disease  Control  and  Prevention,  or  the  Food  and  Drug  Ad- 
ministration? 

Dr.  GAUS.  First  of  all,  in  the  guideline  area,  you  should  under- 
stand that  we  have  not  been  the  only  developers  of  guidelines. 
Other  Federal  agencies  do  develop  guidelines.  Seldom  does  the  sub- 
ject matter  of  those  guidelines  overlap.  CDC  does  an  awful  lot  of 
prevention  guidelines.  NIH  conducts  oftentimes  consensus  con- 
ferences, they  don't  produce  actual  guidelines.  I  don't  believe,  as  I 
said  earlier,  that  there  is  duplication  in  our  agency's  research  agen- 
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da  with  those  of  the  other  Federal  agencies.  We  go  to  great  ex- 
tremes to  not  have  that  happen.  I  think  the  fact  that  we  jointly 
fund  so  many  projects  with  other  Federal  agencies  speaks  to  the 
fact  that  we're  not  duplicating.  In  fact,  what  we're  doing  is  coordi- 
nating the  work. 

As  I  said  earlier,  there's  a  continuum  of  research.  Oftentimes 
NIH  is  conducting  clinical  trials  to  determine  the  safety  or  the  effi- 
cacy of  a  particular  intervention  and  we  will  partner  with  them  to 
collect  the  cost-effectiveness  information  in  the  same  trial.  We 
share  the  funding  and,  at  the  end,  not  only  are  those  interventions 
then  evaluated  for  their  safety  and  efficacy,  but  we  also  have  some 
cost-effectiveness  data.  I  don't  think  that's  duplication. 

GUIDELINES 

Mr.  Wicker.  Dr.  Gaus,  now  that  your  agency  will  no  longer  be 
developing  new  guidelines,  do  you  see  the  necessity  of  continuing 
the  expert  panels  which  your  agency  is  utilizing? 

Dr.  Gaus.  No,  we  will  not  continue  those.  There  are  three  panels 
that  are  currently  finishing  their  work  on  guidelines  that  we  have 
already  commissioned.  The  expert  panels  for  guidelines,  therefore, 
will  cease  to  exist  after  those  three  are  finished.  We  do  use  expert 
panels  for  many  other  purposes,  one  of  which  is  to,  like  NIH,  re- 
view the  scientific  merit  of  our  proposals.  By  law,  I  am  not  per- 
mitted to  fund  a  research  project  that  has  not  been  approved  by 
these  peer  review  expert  panels.  So  there  is  a  necessity  to  maintain 
those  types  of  panels.  But  the  guideline  panels,  no. 

Mr.  Wicker.  I  understand  that  a  court  has  found  that  expert 
panels  do  not  fall  under  the  Federal  Advisory  Committees  Act's 
procedural  requirements  and  are  not  required  to  have  all  their 
meetings  open.  What  is  your  opinion  about  that?  Do  you  anticipate 
that  the  panels  that  you  have  remaining  will  have  open  meetings 
and  will  not  meet  in  secret? 

Dr.  Gaus.  Yes,  that  particular  court  decision  related  to  our  clini- 
cal practice  guideline  expert  panels.  All  of  the  other  panels,  the  on- 
going standing  review  panels,  our  advisory  council  and  our  study 
sections  are  subject  to  the  FACA  requirements  and  are  open  for 
public  portions.  There  are  parts  of  those  meetings  that  are  closed 
to  the  public  because  of  the  types  of  deliberations,  but  we  announce 
in  the  Federal  Register  those  particular  circumstances.  In  that  re- 
spect, we  follow  the  same  rules  for  all  those  panels  that  the  rest 
of  the  Department  of  Health  and  Human  Services  follows,  includ- 
ing NIH. 

FY  1997  REQUEST 

Mr.  Wicker.  Doctor  Gaus,  your  fiscal  year  1997  budget  requests 
almost  a  15  percent  increase.  Let's  assume  that  the  Congress  de- 
cides to  provide  level  funding  for  your  agency  instead  of  this  15 
percent  increase.  If  you  receive  the  same  appropriation  in  1997  as 
you  have  in  1996,  how  would  you  adjust  these  spending  priorities 
that  you've  outlined? 

Dr.  Gaus.  We  hope,  of  course,  that  won't  be  the  case.  But  I  would 
say  if  we  were  not  successful  in  receiving  the  full  request,  we 
would  have  to  look  very  hard  at  our  current  grant  portfolio,  and 
force  some  further  cuts.  We  would  also  have  to  look  at  the  Medical 
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Expenditure  Panel  Surveys  for  some  additional  cost-savings.  I  am 
somewhat  caught  between  a  rock  and  a  hard  place  in  fiscal  year 
1997.  We  have  a  very  important  national  study  that  is  underway 
now  to  collect  health  care  expenditures  and  insurance  data,  and  we 
have  a  large  number  of  existing  grants  that  need  continuation  sup- 
port. So  in  that  budget,  we  are  not  planning  to  start  new  grants 
in  fiscal  year  1997.  We  will  continue  the  work  we've  already  start- 
ed and  we  will  conduct  a  survey. 

The  survey  is  absolutely  essential  for  the  country  to  know  what 
it  spends  on  health  care  and  what  kinds  of  health  insurance  cov- 
erage Americans  have.  We  haven't  done  the  survey  for  ten  years 
and  much  has  changed  in  the  health  care  system. 

Mr.  Wicker.  We  have  approximately  six  minutes  left.  Mr. 
Stokes,  do  you  have  a  follow-up  question? 

GUIDELINES 

Mr.  Stokes.  Just  one  or  two,  Mr.  Chairman.  Thank  you.  Dr. 
Gaus,  under  the  new  clinical  practice  guidelines  partnership  with 
scientific  organizations  approach,  how  will  you  link  with  health 
care  provider  medical  organizations?  Do  you  intend  to  link  with 
medical  organizations? 

Dr.  Gaus.  Yes.  Our  hope  is  that  many  of  the  health  care  organi- 
zations, both  hospitals  and  managed  care  plans,  will  utilize  our 
Evidence-Based  Practice  Research  Centers  in  the  development  of 
their  own  guidelines.  The  discussions  we  have  had  with  those  orga- 
nizations to  date  indicate  they  want  to  do  that.  As  I  said  earlier, 
they  admit  readily  they  can't  afford  to  do  the  kind  of  literature  re- 
view alone  that  a  good  clinical  practice  guideline  requires.  We  also 
bring  several  other  components  to  this  process.  Oftentimes  within 
the  peer  reviewed  articles,  there  might  be  four  or  five  clinical  trials 
that  have  been  conducted  and  our  scientists  in  these  Evidence- 
Based  Practice  Research  Centers  will  collect  that,  reanalyze  all 
that  data  together;  it's  called  meta-analysis.  Because,  there  are 
larger  numbers  in  total  of  patients  than  in  the  trials,  you  are  able 
to  make  further  recommendations.  So  we  expect  to  use  these  Cen- 
ters to  work  with  the  plans  and  the  organizations  directly.  They've 
said  they  want  to  do  that  with  us.  That's  why  we're  going  to  move 
ahead  quickly  to  award  the  grants  to  the  Centers. 

Mr.  Stokes.  If  I  could  just  follow  up  with  one  question,  Mr. 
Chairman,  with  regard  to  the  partnership  approach,  to  what  extent 
will  the  Agency  link  with  organizations  such  as  the  National  Medi- 
cal Association,  which  handles  a  high  concentration  of  minorities 
and  basically  minority  doctors.  Are  they  going  to  be  included? 

Dr.  Gaus.  We  will  be  looking  for  a  real  balance  in  the  health  care 
organizations  that  we  work  with,  in  terms  of  both  diversity  and 
ownership.  For  example,  we  intend  to  reach  out  to  fee-for-service 
physicians  and  their  private  medical  societies  such  as  NMA  and 
the  Association  of  Black  Cardiologists,  that  we're  working  with  on 
the  stroke  prevention  program.  We  think  we  need  to  achieve  a  real 
balance  in  the  kinds  of  organizations  that  are  customers  of  these 
Centers.  Part  of  our  solicitation  for  the  Centers  will  in  fact  say 
that.  We  will  require  that  they  work  with  a  diversity  of  organiza- 
tions in  the  development  of  their  guidelines. 

Mr.  STOKES.  Thank  you.  Thank  you,  Mr.  Chairman. 
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Mr.  Wicker.  Mr.  Bonilla. 

AHCPR  RESEARCH 

Mr.  Bonilla.  Thank  you,  Chairman.  Dr.  Gaus,  back  in  July  and 
August  of  last  year,  we  heard  about  the  funding  of  a  new  project 
called  Trust  and  HIV-Related  Health  Behavior  Among  Connecticut 
Inmates.  Yale  University  was  awarded  a  $21,600  grant.  I  think  I 
have  a  pretty  good  idea  of  why  there  isn't  much  trust  in  the  prison 
system,  but  nonetheless  this  project  was  funded.  It  might  not  be  a 
lot  of  money  in  Washington-Beltway  talk,  but  it  is  a  lot  of  money 
if  you  figure  that  for  three  or  four  families  it  could  be  an  entire  tax 
bill  for  the  year.  And  families  from  places  all  over  the  country,  like 
in  Van  Horn,  Texas,  working  all  year  and  sending  their  taxes  to 
Washington,  they  don't  like  it  when  they  hear  about  situations  like 
this  or  at  least  want  an  explanation  if  it  sounds  somewhat  sus- 
picious. What  makes  it  worse  is  that  a  similar  study  at  Indiana 
University  has  already  been  done. 

I  am  going  to  read  from  an  Associated  Press  article.  "An  Indiana 
University  study  shows  that  inmates  and  staff  at  the  state's  rural 
jails  are  at  risk  for  exposure  to  HIV  virus  that  causes  AIDS."  There 
are  quotes  from  a  researcher  Stephanie  Keane,  who  is  an  IU  assist- 
ant professor  of  criminal  justice,  who  "led  her  department's  study 
which  examined  the  procedures,  policies,  and  attitudes  towards 
HIV  risk  in  24  southern  Indiana  jails.  Her  research  found  that  84 
percent  of  inmates  and  89  percent  of  the  staff  thought  that  AIDS 
education  is  an  important  issue  in  local  jails,  although  91  percent 
of  the  inmates  reported  they  had  never  received  any  AIDS  edu- 
cation while  incarcerated. 

"Fear  and  anxiety  can  be  alleviated  through  AIDS  education,  but 
Keane  said  that  isn't  the  whole  solution  in  curbing  an  epidemic. 
She  said  prevention  strategies  should  be  the  main  concern  of  local 
sheriffs  and  the  department  of  corrections.  The  study  recommended 
that  corrections  officials  check  the  health  status  of  any  prisoners 
before  transferring  them  and  that  the  inmate's  health  records  ac- 
company the  move." 

I  think  this  research  should  be  cancelled  at  the  first  opportunity, 
Dr.  Gaus.  I  would  like  you  to  explain  what  this  project  is  going  to 
accomplish  if  similar  studies  have  already  been  done.  And  does 
AHCPR  look  for  duplication  like  this  before  awarding  grants?  My 
staff  just  found  this  one  by  searching  the  Associated  Press  wires. 
I  wonder  if  there  are  others  like  this  out  there  as  well. 

Dr.  Gaus.  Let  me  respond  by  making  a  few  comments  about  this 
study  and  our  process.  First  of  all,  generally  I  think  academic  re- 
search has  borne  fruit  in  the  biomedical  research  community  and 
in  the  health  services  community  as  well  by  oftentimes  studying 
similar  questions  but  in  different  environments  and  different  loca- 
tions. One  study  never  answers  all  questions.  Otherwise  we 
wouldn't  review  for  our  guidelines  thousands  of  different  articles 
most  of  which  are  based  on  individual  studies.  So  in  the  biomedical 
community  as  well  as  health  services,  there  often  is  repetition;  not 
using  the  same  population,  but  addressing  the  same  question. 

This  particular  study  was  funded  for  one  year  by  the  agency  as 
a  dissertation  grant.  At  the  time  when  we  were  awarding  disserta- 
tion grants,  and  by  the  way,  they  were  typically  a  very  small  size 
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of  award.  The  sole  purpose  of  the  dissertation  grant  is  to  help  edu- 
cate and  develop  future  researchers.  These  are  people  who  are  in 
qualified  universities  in  usually  Ph.D.  level  training  programs. 
This  form  of  support,  and  it's  less  I  think  than  $500,000  a  year 
total  for  all  of  these  kinds  of  awards,  goes  to  the  university  and  the 
grants  are  used  by  the  graduate  student  to  conduct  research  for  a 
dissertation.  We  think  that's  an  important  role  for  our  agency. 
There  is  no  other  agency  that  supports  the  development  of  new  re- 
searchers in  health  services,  and  we  think  that  it  is  overall  a  mod- 
est sum  to  spend  in  this  area. 

We  are  more  sensitive  now  to  the  subject  matter  of  these  dis- 
sertations. We've  implemented  a  new  procedure  whereby  the  uni- 
versity has  to  take  a  more  active  role  with  the  student  prior  to  ap- 
plying to  the  agency  for  the  money.  With  the  consent  of  your  com- 
mittee obviously,  we  would  like  to  continue  these  dissertation 
grants  and  believe  them  to  be  important  for  the  infrastructure  of 
our  field. 

Mr.  Bonilla.  I  would  raise  a  question  that  with  your  budget 
being  downsized  over  the  last  year,  are  you  getting  into  an  area 
that's  kind  of  off-center  of  what  the  main  purpose  of  the  agency 
was  created  for  in  the  first  place?  Obviously,  NIH  does  a  lot  of  re- 
search grants  around  the  country  developing  great  young  research- 
ers all  over  America  and  perhaps  this  in  itself  might  be  a  duplica- 
tive function  of  AHCPR.  That's  why  I  raise  this  question. 

Mr.  Wicker.  I'm  afraid  the  gentleman's  time  has  expired. 

Mr.  Bonilla.  I  know  my  time  has  expired,  but  just  one  more 
quick  one.  Back  in  October,  I  saw  one  of  your  employees  left  to  take 
a  job  with  an  international  public  relations  firm  and  her  title  was 
Multicultural  Communications  Coordinator.  My  question  is,  did 
you  replace  her,  and  why  did  you  need  a  multicultural  communica- 
tions coordinator  in  the  first  place  in  light  of  the  fact,  once  again, 
that  you're  going  through  a  reorganization  and  having  to  deal  with 
less  money.  I  wonder  why  you  need  to  be  involved  in  this  in  the 
first  place. 

Dr.  Gaus.  I  would  like  to  respond  to  that  question  for  the  record. 
I'm  not  sure  specifically  of  the  individual  involved.  We  don't  have 
a  job  title  of  that  specific  name  that  I'm  aware  of.  But  I  would  like 
to  get  back  to  you  on  that. 

[The  information  follows:] 

FORMER  AHCPR  EMPLOYEE 

Ms.  Rose  Findley  was  employed  by  AHCPR  as  a  public  affairs  specialist  in  the 
Center  for  Health  Information  Dissemination.  Her  work  encompassed  outreach  ef- 
forts to  the  minority  health  community  and  media.  These  efforts  were  designed  to 
improve  health  and  generate  cost  savings  through  knowledge  and  adoption  of 
AHCPR  research  and  guidelines.  Areas  of  AHCPR  research  particularly  important 
to  minority  health  include  variations  in  the  management  and  outcomes  of  diabetes, 
prevention  of  stroke,  and  screening  newborns  for  sickle  cell  disease.  Ms.  Findley  left 
AHCPR  in  August  1995  and  we  have  been  unable  to  replace  her. 
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Mr.  Bonilla.  Her  name  was  Rose  Calbert  Findley,  according  to 
the  report.  Thank  you  very  much. 

Mr.  Wicker.  Thank  you,  Mr.  Bonilla.  And  thank  you  Dr.  Gaus. 
We  appreciate  your  testimony  here  this  morning. 

This  hearing  is  adjourned. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Medical  Expenditure  Panel  Survey 

Mr.  Porter:   Does  the  new  MEPS  survey  cost  less  than  the  old 
one  because  of  your  sharing  of  sampling  frames  and  elimination  of 
HCFA-related  data?   What  will  be  the  total  cost  of  the  MEPS  survey 
cycle  compared  to  NMES,  and  what  will  be  the  annual  stream  of 
expenditures? 

Dr.  Gaus:   A  large  component  of  the  savings  associated  with  the 
new  MEPS  survey  is  attributable  to  the  use  of  an  existing  sampling 
frame  from  a  National  Center  for  Health  Statistics  survey.  For  the 
1996  MEPS  survey,  approximately  $7  million  in  savings  have  been 
achieved  relative  to  the  old  design  as  a  consequence  of  this  design 
modification.  Further  savings  will  be  achieved  for  the  1997  MEPS 
survey  by  sample  reductions  associated  with  the  elderly  population, 
and  survey  integration  with  the  HCFA-sponsored  Medicare  Current 
Beneficiaries  Survey,  which  covers  the  same  elderly  population. 

As  a  consequence  of  the  major  design  differentials  that 
distinguish  the  MEPS  from  the  NMES,  a  cost  comparison  is  difficult  to 
standardize.  In  FY  96,  major  savings  were  achieved  in  the  redesign  of 
the  MEPS  as  part  of  the  survey  integration  effort.  These  savings  were 
primarily  attributable  to: 

•  Sample  linkage  to  the  National  Health  Interview  Survey  as 
an  alternative  to  an  independent  screening  interview. 

•  Reduction  of  the  household  sample  in  the  first  year  of 
the  survey. 

•  Sample  size  reductions  and  design  efficiencies  achieved 
in  the  Medical  Provider  Survey  and  the  Health  Insurance 
Plans  Survey. 

Estimated  expenditures  for  the  conduct  of  the  MEPS  will  be 
$44.7  million  in  FY  1997,  $36.3  million  in  FY  1998,  and  dropping  to 
an  estimated  budget  of  $26.8  million  in 
FY  1999,  and  $27.1  million  in  FY  2000. 

Mr.  Porter:   Your  budget  last  year  anticipated  that  1996  would 
be  the  major  year  of  data  collection  for  what  was  then  NMES.   Was 
that  postponed  until  1997  because  of  the  retooling  of  the  survey,  or 
because  of  budget  constraints? 

Dr.  Gaus:   The  change  from  1996  to  1997  as  the  major  year  of 
the  data  collection  effort  is  a  consequence  of  the  change  in  design 
of  the  survey.  The  additional  funds  for  FY  1997  are  required  to 
support  the  following  enhanced  analytical  features  of  the  MEPS  agreed 
to  in  the  DHHS  Survey  Integration  Plan: 

•  The  data  collection  effort  for  the  1996  MEPS  sample  has 
been  expanded  to  collect  information  for  two  calendar 
years. 

•  The  overall  1997  MEPS  sample  will  be  larger  than  the  1996 
survey  to  support  more  detailed  analyses  of  policy 
relevant  groups  that  include  the  functionally  impaired, 
children  with  health  related  limitations,  individuals 
that  incur  high  levels  of  medical  expenditures  and  the 
poor  and  near  poor. 

•  The  1997  MEPS  survey  will  reflect  the  consolidation  of 
Employer  Health  Insurance  Surveys  sponsored  by  DHHS, 
including  the  National  Employer  Health  Insurance  Survey, 
which  will  also  be  conducted  in  1997. 
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Mr.  Porter:   Is  the  MEPS  survey  your  agency's  top  funding 
priority  for  1997? 

Dr.  Gaus:   Funding  for  MEPS  is  the  Administration' s  highest 
priority. 

Mr.  Porter:   In  order  to  fund  MEPS,  it  appears  that  you  will 
not  be  able  to  fund  any  new  research  grants  in  199?.   Are  there  ways 
to  reduce  the  costs  of  the  MEPS  survey  so  that  you  could  support  a 
limited  number  of  new  grants? 

Dr.  Gaus:   Funding  for  MEPS  is  the  Administration'  s  highest 
priority.   In  submitting  this  budget,  the  Administration  attempted  to 
balance  our  needs  against  the  fiscal  realities  that  your  Committee  is 
facing.   We  needed  to  make  tradeoffs. 

Your  message  to  me  last  year  was  loud  and  clear  that  we  needed 
to  seek  greater  efficiency  in  conducting  this  survey.   During  the 
Administration'  s  survey  integration  effort  and  the  development  of 
MEPS,  we  looked  for  every  way  we  could  to  reduce  our  expenditures  in 
FY  1996.   We  succeeded  in  making  reductions. 

We  are  continuing  to  look  for  additional  opportunities  for 
efficiencies  in  FY  1997  and  will  continue  to  explore  opportunities  to 
secure  other  sources  of  funding  within  and  outside  the  Federal 
Government.   If  we  are  successful,  I  will  apprise  the  Committee 
immediately. 

I  certainly  would  like  to  see  AHCPR  fund  new  grants  next  year 
but  I  do  not  want  to  make  promises  I  cannot  keep.   At  this  point 
$44.7  million  remains  our  best  estimate  of  the  cost  of  MEPS  in  FY 
1997. 

Mr.  Porter:   Your  budget  justification  mentions  the  future 
possibility  of  using  the  Census  Bureau  to  conduct  the  MEPS  household 
survey  and  of  coordinating  with  Bureau  of  Labor  Statistics  surveys. 
Do  you  have  any  estimate  of  future  savings  that  would  be  generated  by 
these  partnerships? 

Dr.  Gaus:   We  have  had  a  series  of  meetings  with  staff  from  the 
Bureau  of  the  Census  with  respect  to  the  conduct  of  the  MEPS 
household  survey,  the  MEPS  medical  provider  survey,  and  the  MEPS 
employer  surveys.   We  have  also  met  with  the  Bureau  of  Labor 
Statistics  staff  to  develop  a  plan  for  coordination  of  employer  base 
surveys  across  Departments.   These  discussions  are  continuing  and 
look  promising  with  respect  to  achieving  future  savings. 

Savings  from  Guideline  Development 

Mr.  Porter:   What  savings  do  you  anticipate  from  your  new 
approach  to  guideline  development,  and  where  will  the  savings  be 
redirected? 

Dr.  Gaus:   We  do  not  anticipate  any  savings  initially.   AHCPR 
is  proposing  to  reallocate  the  guideline  development  funds  in  our  FY 
1997  request  to  support  the  new  Evidence-Based  Practice  Research 
Centers.   AHCPR  is  also  proposing  to  reallocate  any  savings  that  may 
be  realized  over  time  in  our  publication  and  dissemination  budgets  to 
provide  additional  support  for  these  research  centers  and  to  meet  the 
technical  assistance  needs  of  private  sector  developers  of 
guidelines. 
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Technology  Assessment  Funding 

Mr.  Porter:   As  you  know,  because  of  concerns  from  some  Members 
of  Congress,  your  1996  appropriation  includes  no  funding  transfer 
from  the  Medicare  trust  funds.   Typically,  these  funds  are  used  to 
support  technology  assessments  requested  by  HCFA.   Will  this  activity 
now  cease,  or  do  you  expect  HCFA  to  pick  up  the  costs  through  an 
interagency  agreement  with  AHCPR? 

Dr.  Gaus:   We  will  complete  technology  assessments  at  the 
request  of  Medicare  and  CHAMPUS  through  inter-agency  agreements  that 
will  reimburse  AHCPR  for  the  cost  of  completing  the  assessment. 

Mr.  Porter:   Do  you  think  private  sector  financing  of  this  work 
is  a  viable  option? 

Dr.  Gaus:   Following  implementation  of  our  proposal  for 
restructuring  AHCPR'  s  guideline  program,  we  will  explore  options  for 
restructuring  our  technology  assessment  activity  and  will 
specifically  assess  the  potential  for  private  sector  financing. 

One  Percent  Evaluation  Funding 

Mr.  Porter:   Your  agency  is  financed  in  part  by  the  one  percent 
evaluation  set-aside  authorized  in  the  Public  Health  Service  Act. 
While  the  Subcommittee  has  never  been  enthusiastic  about  tapping 
other  PHS  agencies  for  the  set-aside,  we  have  agreed  to  use  the 
mechanism  for  activities  that  clearly  benefit  the  other  agencies, 
like  your  health  expenditure  surveys.   Of  your  budget  request  this 
year  for  $54  million  in  one  percent  funding,  how  much  of  the  total  is 
directly  related  to  MEPS? 

Dr.  Gaus:   The  FY  1997  budget  request  includes  $34.7  million 
for  the  surveys  and  $11.6  million  for  analytical  support,  for  a  total 
of  $46.3  million  in  one  percent  evaluation  funds.   In  addition,  the 
FY  1997  request  includes  $10  million  in  budget  authority  for  MEPS. 

Mr.  Porter:   HCFA  would  seem  to  be  a  prime  user  of  your  data, 
yet  that  agency  is  not  tapped  for  the  one  percent  funding  set  aside. 
Would  you  recommend  that  the  authorizers  broaden  the  tap  when  they 
reauthorize  your  program? 

Dr.  Gaus:   Much  of  our  outcomes  and  effectiveness  work 
addresses  conditions  that  are  prevalent  in  the  Medicare  population. 
That  is  why  the  Administration  has  routinely  included  within  our 
budget  request  $5.8  million  in  funding  from  the  Medicare  trust  fund. 

Clinical  Guidelines  Database 

Mr.  Porter:   Your  testimony  describes  developing  an  on-line 
clinical  guidelines  database.   Would  this  include  guidelines  from  all 
sources,  even  those  not  screened  or  produced  by  AHCPR? 

Dr.  Gaus:   The  database  would  not  be  limited  to  guidelines 
screened  or  produced  by  AHCPR. 

Mr.  Porter:   Would  you  develop  this  in  conjunction  with  the 
National  Library  of  Medicine  at  NIH,  which  already  distributes  your 
guidelines  through  its  databases? 

Dr.  Gaus:   We  are  currently  exploring  options  for  creation  of  a 
national  guidelines  database  in  collaboration  with  professional 
societies  and  managed  care  organizations.   While  details  concerning 
the  specific  modes  of  dissemination  for  the  database  are  not  yet 
determined,  we  will  be  coordinating  with  the  National  Library  of 
Medicine  as  we  move  forward  with  this  project. 
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Mr.  Porter:   Have  you  as  an  agency  put  your  materials  on-line 
through  the  Internet,  or  have  you  relied  on  the  health  services 
research  databases  already  accessible  through  the  Library  of 
Medicine? 

Dr.  Gaus:   AHCPR  has  a  web  site  on  the  Internet 
(http://www.ahcpr.gov/)  to  ensure  access  to  information  and  data. 
Research  activities  in  health  services,  medical  outcomes,  and  health 
technology  are  featured.   An  electronic  catalog  is  also  offered  to 
give  users  access  to  the  more  than  450  information  products  of  the 
Agency.   In  addition,  the  web  site  is  being  used  as  a  delivery 
system  for  information  pertinent  to  clinical  care,  quality  measures, 
and  unique  data  from  AHCPR'  s  surveys  and  studies.   The  web  site  does 
link  to  the  Clinical  Practice  Guidelines  Online  at  the  National 
Library  of  Medicine  (NLM),  since  that  full-text  electronic  retrieval 
system  was  jointly  developed  by  NLM  and  AHCPR. 

Mr.  Porter:   How  are  your  clinical  guidelines  different  from 
the  publication  of  consensus  conference  findings  sponsored  by  NIH? 

Dr.  Gaus:   The  AHCPR  guidelines  have  been  developed  by 
multidisciplinary  panels,  composed  of  generalist  and  specialist 
practitioners  as  well  as  consumers.   The  detailed  clinical 
recommendations  in  the  guidelines  have  been  based  on  evidence  from 
systematic  reviews  of  the  relevant  research  literature.   The  NIH 
consensus  conference  recommendations,  which  are  more  general  in 
nature,  are  developed  through  a  consensus-based  approach  by  expert 
panels  that  rely  heavily  on  recent  research  presented  by  leading 
experts  in  the  field. 

AHCPR/NIH 

Mr.  Porter:   How  much  interaction  is  there  between  your  agency 
and  NIH?   Does  NIH  ever  contact  you  to  request  that  you  study  the 
cost-effectiveness  of  various  treatment  options  generated  by  their 
research? 

Dr.  Gaus:   Because  AHCPR'  s  mission  encompasses  the  health 
services  provided  for  virtually  all  clinical  conditions  and  all  age 
groups  addressed  by  the  individual  NIH  institutes,  and  because  agency 
resources  are  limited,  AHCPR  routinely  explores  areas  and  methods  for 
collaboration.   Shared  interests  are  greatest  with  respect  to 
projects  focused  on  the  outcomes  and  effectiveness  of  health  care 
services.   Major  differences,  especially  our  focus  on  treatments  that 
are  already  in  wide  use,  interest  in  generalizability  and  policy 
relevance  of  findings,  and  interest  in  issues  of  cost  and 
organization  of  services,  mean  that  AHCPR  work  is  more  likely  to 
complement  than  to  duplicate  work  undertaken  by  NIH. 

We  share  information  and  staff  expertise.   For  example,  in 
developing  our  solicitation  for  research  on  treatments  for 
noncancerous  uterine  conditions,  we  consulted  the  relevant  components 
of  NIH  (and  CDC)  and  incorporated  their  clinical  expertise  and 
experience  in  describing  the  characteristics  of  appropriate  clinical 
trials.   This  kind  of  collaboration  helps  avoid  duplication  and 
maximizes  the  return  on  the  public's  research  investment. 

We  share  review  committees  and  ad  hoc  reviewers  to  ensure  the 
quality  and  appropriateness  of  all  grant  applications.   We  follow  the 
same  PHS  grants  regulations  as  NIH,  and  we  utilize  our  respective 
standing  study  sections  and  collateral  reviewers  to  ensure  that 
applications  are  reviewed  by  the  most  appropriate  committee  and 
individuals . 

Examples  of  co-sponsored  outcomes/effectiveness  research 
projects  include  the  Patient  Outcomes  Research  Team  on  schizophrenia, 
jointly  planned  and  funded  by  AHCPR  and  NIMH,  a  trial  on 
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effectiveness  of  surgical  treatment  for  otitis  media  for  which  AHCPR 
provides  support  annually  to  NIMH  to  enhance  generalizability  of 
findings. 

Other  examples  are  the  Prostate  Cancer  Intervention  versus 
Observational  Trial (PIVOT) ,  a  randomized  controlled  trial  comparing 
watchful  waiting  to  radical  surgery  for  localized  prostate  cancer. 
This  trial  is  an  outgrowth  of  AHCPR-funded  research.   PIVOT  is  funded 
principally  by  the  Department  of  Veterans  Affairs  and  NCI,  with  an 
annual  contribution  from  AHCPR. 

Occasionally,  NIH  seeks  AHCPR  assistance  with  questions  of  cost 
effectiveness.   For  example,  we  helped  plan  and  sponsor  conferences 
on  issues  of  cost  effectiveness  related  to  osteoporosis  and  diabetes, 
and  we  are  cosponsors  with  NCI  on  a  program  announcement  on  cost 
effectiveness  of  cancer  treatment. 
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Information  Dissemination 

Mr.  Stokes:  The  Agency  has  developed  a  number  of  very- 
informative  clinical  practice  guidelines  reports,  similar  informative 
documents  and  information  are  anticipated  under  the  partnership 
initiative.   With  respect  to  the  guidelines,  how  widely  were  they 
used,  and  how  did  the  Agency  make  sure  that  this  critical  information 
got  into  the  hands  of  practicing  physicians? 

Dr.  Gaus:   There  are  a  number  of  indicators  that  suggest  wide 
use  of  AHCPR  guidelines.   One  is  that  at  least  87.5  percent  of  all 
registered  hospitals  in  the  U.S.  —  roughly  5,700  facilities  —  have 
ordered  guidelines  from  AHCPR. 

Another  indicator  is  a  1994  survey  by  the  former  Group  Health 
Association  of  America — now  the  American  Association  of  Health  Plans- 
-which  found  that  82  percent  of  the  HMOs  responding  to  the  survey 
said  they  encouraged  their  providers  to  follow  specific  guidelines, 
and  of  these,  41  percent  said  they  had  adapted  AHCPR  guidelines. 
Newer  data  from  the  Association  indicates  that  HMO  use  of  guidelines 
has  increased  since  1994. 

Specific  examples  of  managed  care  use  of  AHCPR  guidelines 
include  Capp  Care,  a  3.8  million  member  PPO,  which  is  developing 
special  software  so  its  92,000  physicians  can  quickly  and  easily 
access  AHCPR  and  other  practice  guidelines;  and  Gulf  Atlantic 
Management  Group,  a  large  Florida-based  PPO  that  is  integrating 
AHCPR' s  acute  low  back  problems  guideline  into  its  provider  manual. 

Another  indicator  of  wide  use  of  AHCPR  guidelines  is  public 
demand.   Since  March  1992,  approximately  40  million  copies  of  AHCPR 
guideline  publications  have  been  distributed.   About  half  of  these — 
20  million  publications  were  clinical  practice  guidelines  and  quick 
reference  guides  for  clinicians — the  other  half  were  patient  or 
consumer  guides. 

Added  to  this  are  the  250,000  copies  of  AHCPR  guideline 
publications  sold  by  the  U.S.  Government  Printing  Office  and  the  more 
than  800,000  times  they  have  been  accessed  via  computer  services 
including  the  Internet  which  we  began  online  service  with  in  June 
1994. 

We  make  sure  our  guideline  information  gets  into  the  hands  of 
practicing  physicians  through  a  multi-part,  targeted  science 
information  dissemination  strategy.  Following  are  the  principal 
channels  we  use: 

(1)  Publication  or  summary  of  guideline  content  in  appropriate 
medical  journals  and  newsletters  (e.g.,  the  Journal  of  the 
American  Medical  Association,  Journal  of  the  National  Medical 
Association,  and  American  Family  Physician) .  More  than  135  such 
articles  have  appeared  to  date  in  50  medical,  nursing  and 
allied  health  professions  journals;  and  coverage  by  trade 
publications  that  doctors  read,  such  as  Family  Practice  News 
and  HMO  Physician,  also  has  been  significant. 

(2)  Direct  mail  to  generalist  and  specialty  medical  societies 
at  the  national  level,  state  medical  societies,  managed  care 
organizations,  hospitals,  other  provider  organizations,  and 
medical  schools. 

(3)  Mass  media — The  release  of  new  AHCPR  guidelines  is 
routinely  covered  by  the  television  broadcast  networks — 
including  morning  news  shows  such  as  ABC's  Good  Morning  America 
and  NBC's  The  Today  Show — CNN,  the  major  radio  networks,  major 
dailies  including  USA  Today,  the  Wall  Street  Journal,  New  York 
Times,  and  the  Washington  Post;  and  of  course,  local  media. 
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(5)  Exhibits  at  medical  meetings. 

We  also  work  with  professional  organizations  to  encourage  use 
of  AHCPR  guidelines  in  continuing  medical  education,  and  at  seminars 
and  other  medical  meetings;  and  we  encourage  medical  societies  and 

others  that  have  endorsed  or  otherwise  supported  AHCPR  guidelines 

more  than  148  organizations,  most  of  which  are  medical  societies  or 
organizations  that  include  physicians — to  familiarize  their  members 
with  the  guidelines. 

Another  way  AHCPR  gets  its  guidelines  into  the  hands  of 
physicians  is  by  authorizing  pharmaceutical  firms  and  other  private 
sector  organizations  to  reprint  and  distribute  them.   Approximately 
16.5  million  copies  of  AHCPR  guidelines — 41  percent  of  total 
distribution — have  been  reprinted  and  distributed  by  our  partners.  I 
should  add  that  this  has  saved  the  Federal  Government  at  least  $16.2 
million  in  printing  and  distribution  costs. 

Mr.  Stokes:   How  will  the  partnership  address  this  need? 

Dr.  Gaus:   While  the  "products'*  will  be  different,  we  will 
continue  targeting  managed  care  organizations,  hospitals,  other 
provider  organizations,  and  medical  professional  societies  as  avenues 
for  reaching  practicing  physicians. 

We  anticipate  wide  interest  in  the  meta-analysis  and  other 
research  activities  of  the  Evidence-Based  Practice  Centers.   After 
all,  we  are  establishing  these  centers  because  the  myriad 
organizations  that  want  to  develop  science-based  guidelines  and  other 
tools  for  quality  improvement  have  said  this  is  what  they  need.  Of 
course,  we  will  work  closely  with  our  partners  with  regard  to 
information  dissemination. 

Mr.  Stokes:   In  your  professional  judgement,  how  well  are  we 
doing  at  information  dissemination? 

Dr.  Gaus:   In  my  opinion,  we're  doing  well.   There  are  several 
ways  to  judge  this.   In  1989,  before  AHCPR  was  established,  our 
predecessor  the  National  Center  for  Health  Services  Research 
responded  to  approximately  36,000-40,000  requests  for  its 
publications  per  year.   NCHSR  also  produced  no  information  for 
consumers  and  the  practicing  physician  as  we  do  now. 

We  currently  fill  15,000  to  30,000  requests  for  our  information 
each  month,  and  many  of  those  requests  come  from  providers  and 
consumers.   We  also  make  our  information  available  via  our  presence 
on  the  Internet.   Since  we  went  online  last  summer,  we  have  logged 
more  than  800,000  "accesses"  from  consumers  and  professionals. 

Moreover,  the  number  of  studies  published  by  our  extramural 
researchers  has  increased.   Key  findings  are  published  regularly  by 
such  widely  read  journals  as  the  New  England  Journal  of  Medicine  and 
the  Journal  of  the  American  Medical  Association. 

I  think  the  ultimate  answer  to  your  question  is  what  difference 
is  our  information  making?   We've  heard  from  our  "customers"  that  our 
products  are  making  a  vital  difference  in  the  way  they  provide, 
purchase,  or  use  health  care  services.   We  have  collected  more  than 
165  reports  from  or  about  users  detailing  the  extent  to  which  quality 
has  been  improved  or  the  savings  they  have  achieved  or  project  to 
achieve. 

We  anticipate  having  more  such  reports  in  the  future  from 
groups  that  have  developed  practice  parameters  using  AHCPR- 
facilitated  literature  meta-analysis,  those  that  use  AHCPR  technology 
assessments,  clinical  performance  measures,  and  other  information. 
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Ensure  Improvements  in  Patient  Care 

Mr.  Stokes:   With  regard  to  the  increased  movement  toward 
managed  care,  to  what  extent  is  the  Agency  examining  and  identifying 
appropriate  guidelines  for  patient  outcomes,  standards  of  quality 
care,  and  access  to  care? 

Or.  Gaus:   AHCPR  supports  research  on  outcomes,  quality, 
access,  and  managed  care.   AHCPR  recently  released  a  new  research 
solicitation  on  an  important  managed  care  topic  -  referral  to 
specialists  from  primary  care.   AHCPR  also  develops  tools  to  help 
plans,  practitioners  and  policy  makers  use  research  results.   One  of 
these  tools,  called  CONQUEST  1.0,  the  Computerized  Needs-Oriented 
Quality  Measurement  Evaluation  SysTem,  summarizes  information  on 
measures  of  quality  of  clinical  care.   CONQUEST  also  includes 
information  from  guidelines  and  findings  from  effectiveness  and 
outcomes  research.   In  one  new  initiative  we  will  work  with  national 
organizations  to  develop  an  online  database  clearinghouse  of  clinical 
practice  guidelines.   This  service  will  allow  clinicians  as  well  as 
managed  care  organizations  to  obtain  information  about  the  major 
published  guidelines  and  compare  multiple  guidelines  on  the  same 
topic. 

Research  Centers  on  Minority  Populations 

Mr.  Stokes:   According  to  the  justification,  the  Agency  will 
support  seven  research  centers  on  minority  populations  in  FY  1997. 
These  centers  examine  and  make  a  determination  of  which  clinical 
strategies  are  best  for  various  health  conditions  in  minorities. 
Implemented  in  1992,  which  health  condition  clinical  strategies  have 
been  established? 

Dr.  Gaus:   In  FY  1997,  the  Agency  for  Health  Care  Policy  and 
Research  will  support  seven  MEDTEP  Research  Centers  on  Minority 
Populations.   Each  center  focuses  on  a  selected  minority 
population(s)  and  attempts  to  determine  effective  clinical  strategies 
for  health  conditions  that  are  particularly  burdensome  in  the 
targeted  subgroup. 

Examples  of  clinical  conditions  being  studied  include: 

•  African-American  —  hypertension,  heart  disease,  tuberculosis, 
AIDS,  asthma,  diabetes,  cancer,  and  infant  mortality 

•  Mexican  American  —  diabetes,  AIDS,  and  substance  abuse 

•  Asian/Pacific  Islanders  —  geriatric  issues,  birth  outcomes, 
hypertension,  and  hip  fracture. 

Center  activities  also  include  the  development,  adaptation,  and 
validation  of  methods  and  measures  to  assess  patient  outcomes  in 
minority  populations. 

Mr.  Stokes:   For  the  record,  provide  a  listing  of  the  health 
conditions  strategies  reports  developed. 

Dr.  Gaus:   The  Minority  Centers  are  five-year  grants  and 
currently  ongoing.   The  majority  of  their  research  findings  will  be 
published  upon  completion. 

Examples  of  preliminary  publications  are: 

Hospitalization  for  congestive  heart  failure:  explaining  racial 
differences.  Journal  of  the  American  Medical  Association. 
1995;274:1037-1042 

Maternal  hypertension  and  associated  pregnancy  complications  among 
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African  American  and  other  U.S.  Women  Accepted:  Journal  of  Obstetrics 
and  Gynecology 

The  application  of  meta-analysis  in  assessing  racial  differences  in 
the  effects  of  antihypertensive  medication.   Accepted:  Journal  of  the 
National  Medical  Association 

Epidemiology  of  cancer  among  Hispanics  in  the  United  States. 
Monographs  of  the  Journal  of  the  National  Cancer  Institute. 
1995;18:17-28. 

In  addition  to  publication  of  research  findings,  the  Centers 
are  directed  to  build  an  infrastructure  for  research  and  to  build 
capacity  to  conduct  research  through  training.   To  date,  the  Centers 
have  been  highly  successful  in  leveraging  the  funds  provided  by  AHCPR 
to  attract  other  grant  monies  and  they  have  been  actively  involved  in 
training  minority  investigators  in  health  services  research. 

Mr.  Stokes:   Also,  include  in  the  record,  for  each  of  the  years 
that  the  program  has  been  funded,  a  list  of  the  centers  supported, 
and  amount  of  funds  awarded  to  each.   Also,  include  a  chart  which 
displays  the  number  of  centers  supported  and  total  amount  of  funds 
awarded  for  each  year  since  the  program's  inception. 

Dr.  Gaus:  Minority  Center  table  follows: 


AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

RESEARCH  CENTERS  ON  MINORITY  POPULATIONS 
(Dollars  in  Thousands) 


Grants 

1992 

1993 

1994 

1995 

1996 

1997 

U.  of  California,  LA  1/ 

$391 

$391 

$394 

$1,136 

$243 

- 

U.  of  California,  SF 

- 

748 

747 

750 

638 

750 

U.  of  Illinois 

- 

350 

400 

233 

-- 

-- 

Pacific  Health  Research 

398 

400 

400 

-- 

-- 

■      -- 

Henry  Ford  Hospital 

-- 

400 

400 

400 

638 

750 

Meharry  Medical  College 

-- 

400 

400 

400 

-- 

-- 

U.  of  New  Mexico 

395 

394 

399 

-- 

-- 

- 

U.  of  Maryland 

- 

678 

750 

749 

637 

750 

U.  of  Texas  1/ 

736 

733 

750 

1,149 

257 

-- 

Columbia  University 

737 

653 

663 

516 

783 

-- 

Morehouse  of  Medicine 
Total  Dollars 

374 

400 

400 

708 

707 

- 

$3,031 

$5,547 

$5,703 

$6,041 

$3,903 

$2,250 

1/  Funded  for  two  years  in  FY  1995. 
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Mr.  Stokes:   How  much  is  included  in  the  FY  1997  budget  for  the 
Research  Centers  in  Minority  Populations  programs,  and  how  does  this 
compare  to  FY  1996,  and  1995? 

Dr.  Gaus:   The  FY  1997  budget  request  includes  $2.3  million  for 
the  Research  Centers  on  Minority  Populations.   FY  1996  is  estimated 
at  $3.9  million  and  the  FY  1995  amount  is  $6.0  million  but  includes 
$1.2  million  in  forward  funding,  i.e.,  FY  1996  continuation  costs 
that  we  funded  in  FY  1995.   In  FY  1997,  four  of  the  Minority  Centers 
will  end  and  at  that  time  they  can  recompete  for  funding. 
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Special  Interests 

Mr.  Hoyer:   I  would  like  to  applaud  the  important  work  your 
agency  does,  and  its  contributions  toward  reducing  the  cost  of 
medical  care  in  both  the  private  sector  and  in  Medicare  and  Medicaid. 
Sometimes,  your  science-based  conclusions  can  conflict  with  the 
economic  interests  of  a  particular  group  —  for  example,  a  company 
which  sells  a  device  your  studies  indicate  is  not  an  effective 
treatment  of  a  particular  condition.   What  steps  do  you  take  to  be 
certain  your  research  is  not  biased,  for  or  against,  these  economic 
interests?   What  sort  of  political  pressure  is  brought  against  your 
agency  as  a  result  of  your  work?   Has  political  pressure  from  a 
certain  company  or  group  ever  resulted  in  delay  or  suppression  of 
research  findings  which  you  thought  were  valid? 

Dr.  Gaus:   The  issues  you  raise  are  very  important  and  I  would 
like  to  address  these  questions  in  some  detail.   Let  me  first  say  a 
few  words  about  the  environment  in  which  we  conduct  research  and  then 
turn  to  the  steps  that  we  take  to  ensure  the  integrity  of  the 
research  we  support.   As  we  work  with  the  medical  community  to  build 
the  scientific  evidence  base  underlying  day-to-day  clinical  practice, 
some  research  findings  will  inevitably  be  at  odds  with  the  economic 
interests  of  specific  groups  or  challenge  strongly-held  views 
regarding  the  best  approach  for  treating  a  specific  clinical  problem. 
For  the  most  part,  these  disagreements  have  resulted  in  vigorous  but 
useful  scientific  debates  that  ultimately  assure  that  clinicians  and 
patients  receive  unbiased  information. 

As  your  questions  appropriately  note,  we  have  an  obligation  to 
do  everything  we  can  to  assure  the  integrity  and  credibility  of  the 
research  we  support.   We  strongly  agree.   Let  me  outline  the  major 
steps  we  take. 

Nearly  90%  of  AHCPR-supported  research  is  conducted  through 
extramural  grants,  cooperative  agreements,  or  contracts.    To  assure 
that  the  research  methodology  of  these  proposals  is  unbiased,  we 
award  grants  and  cooperative  agreements  on  the  same  principles  of 
scientific  merit  that  govern  research  at  NIH.   Our  applications  are 
reviewed  by  similar  study  sections,  composed  of  scientific  experts, 
and  are  scored  in  a  similar  manner.   Our  research  contract  proposals 
are  also  subject  to  competitive  expert  review. 

We  encourage  the  publication  of  the  findings  of  our  research  in 
peer-reviewed  academic  journals  to  assure  careful  and  open  scrutiny 
of  the  scientific  rigor  of  the  research  we  support.   In  addition, 
AHCPR'  s  authorizing  statute  specifically  requires  the  Administrator 
to  make  publicly  available  the  findings  of  all  of  our  research  and  we 
do  so.   We  seek  expert  peer  review  from  NIH,  FDA,  and  other  agencies 
of  the  scientific  accuracy  of  the  findings  of  the  technology 
assessments  that  we  conduct  for  HCFA  and  CHAMPUS. 

We  also  have  internal  rules  that  address  issues  of  conflict-of- 
interest  for  our  expert  reviewers,  the  researchers  we  support,  our 
National  Advisory  Council,  and  our  staff.   In  the  last  year,  I 
initiated  a  review  of  those  rules  because  I  wanted  to  be  sure  that  we 
were  doing  everything  we  can  to  assure  the  integrity  of  our  work. 

You  asked  whether  any  organization  has  attempted  to  suppress 
the  publication  of  any  of  our  research.   There  was  one  court 
challenge  that,  if  successful,  would  have  had  this  effect  on  an 
AHCPR-supported  guideline.   A  manufacturer  sued  AHCPR  in  federal 
court  to  prevent  the  Agency  from  issuing  a  guideline  on  Acute  Low 
Back  Problems.   The  company'  s  objections  related  to  government 
procedures  rather  than  the  integrity  of  the  product,  but  the 
requested  relief,  if  it  had  been  granted,  would  have  delayed  the 
dissemination  of  the  research.   The  courts  ultimately  rejected  all  of 
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its  arguments  and  this  suit  did  not  delay  the  issuance  of  the 
guideline. 

Let  me  offer  one.  final  observation.   To  the  extent  that  public 
and  private  sector  purchasers  increasingly  seek  information  on  the 
comparative  effectiveness  and  cost-effectiveness  of  clinical 
interventions,  the  potential  for  pressure  from  special  interests  will 
only  grow  in  the  future.   If  they  are  allowed  to  prevail,  it  would 
have  a  chilling  effect  on  health  services  research  conducted  by  AHCPR 
as  well  as  biomedical  research.   That  is  why  Dr.  Harold  Varmus, 
Director  of  the  National  Institutes  of  Health  (NIH),  has  argued  that 
it  is  essential  that  "  AHCPR' s  evaluations  remain  independent  of  the 
economic  impacts  of  its  findings."   We  hope  the  Congress  agrees. 

Medical  Expenditure  Panel  Survey 

Mr.  Hoyer:   I  am  interested  to  see  that  the  President's  budget 
calls  for  a  9%  overall  increase  in  the  agency,  but  the  budget  for 
research  is  cut  by  $12  million.   It  appears  that  the  cut  is  necessary 
to  provide  resources  for  the  Medical  Expenditures  Panel  Survey 
(MEPS).   Why  should  the  Medical  Expenditures  Panel  Survey  be  funded 
at  the  expense  of  the  extramural  research  program? 

Dr.  Gaus:   Funding  for  MEPS  is  the  Administration'  s  highest 
priority.   These  data  are  crucial  to  the  Administration  and  the 
Congress  in  developing  estimates  of  the  savings  or  costs  associated 
with  legislative  proposals,  the  impact  of  managed  care,  and  will  be 
essential  for  evaluating  the  effectiveness  of  the  Kassebaum-Kennedy 
health  insurance  reform  bill,  if  it  is  enacted.   MEPS  data  are  also 
critical  to  the  work  of  the  private  sector  and  the  research 
community. 

It  is  unfortunate  that  the  peak  in  expenditures  for  MEPS  is 
occurring  during  a  year  in  which  AHCPR  is  attempting  to  rebuild  its 
research  portfolio  but,  in  submitting  this  budget,  the  Administration 
was  attempting  to  balance  our  needs  against  the  fiscal  realities  that 
your  Committee  is  facing. 

Mr.  Hoyer:   What  information  do  you  gather  through  the  MEPS 
that  cannot  be  obtained  in  any  other  way? 

Dr.  Gaus:   The  MEPS  is  the  only  source  of  data  in  the 
Department  of  Health  and  Human  Services  on: 

•  The  costs,  financing,  and  benefit  provisions  of  private 
health  held  by  persons  and  families  across  all  age 
cohorts. 

•  Total  health  care  use  and  expenditures  at  the  person  and 
family  level  for  an  entire  year. 

•  The  relationship  between  person  and  family  employment, 
employer-provided  insurance  coverage  and  insurance 
premiums. 

These  data  reflect  information  obtained  from  households  on  the 
use  of  and  expenditures  for  health  services  during  the  calendar  year 
and  from  those  providing  medical  care,  employment,  and  insurance 
coverage  for  household  members. 
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No  other  survey  now  in  the  field,  or  planned,  links  data  f 
these  different  sources  at  the  person  and  family  level. 

Mr.  Hoyer:   How  timely  is  the  data? 

Dr.  Gaus:   We  are  currently  in  the  field  conducting  the  first 
core  interview  for  the  1996  MEPS.   We  plan  on  releasing  the  MEPS 
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person  level  data  obtained  from  this  interview  in  the  spring  of  1997, 
which  will  include  information  on  demographic  characteristics, 
employment,  health  status  and  health  insurance  coverage.  We  plan  on 
releasing  the  full  calendar  year  1996  MEPS  person  level  data  in  the 
fall  of  1998.  This  data  release  will  include  annual  information  on 
health  care  utilization,  expenditures,  sources  of  payment,  health 
insurance  coverage,  conditions,  disability  days  and  income. 

Most  of  the  design  changes  that  characterize  the  MEPS  have  been 
implemented  to  expedite  early  delivery  of  information.  The  changes 
include: 

•  Use  of  Computer  Assisted  Personal  Interviewing  (CAPI) 

•  The  conduct  of  the  medical  provider  and  the  employer 
surveys  nearly  a  year  sooner  than  the  NMES-2  design 

•  Transfer  of  the  production  of  analytic  tapes  to  the  data 
collection  organization 

These  changes  will  result  in  having  MEPS  data  available  for 
analysis  18  to  24  months  sooner  than  NMES-2. 

These  design  modifications  have  been  implemented  to  satisfy 
both  the  private  marketplace's  and  public  need  for  a  timely  release 
of  the  MEPS  data.   With  the  change  in  periodicity  of  the  MEPS  to  an 
annual  survey,  additional  improvements  and  efficiencies  will  be 
realized  in  the  development  and  timely  release  of  public  use  files. 

Mr.  Hoyer:   Who  are  the  consumers  for  that  data,  in  the  private 
and  public  sector? 

Dr.  Gaus:   Private  sector  users  of  the  AHCPR  medical 
expenditure  survey  data  include:   Heritage  Foundation,  Urban 
Institute,  RAND  Corporation,  Lewin-VHI,  Mathematica  Policy  Research, 
Robert  Wood  Johnson  Foundation,  National  Bureau  of  Economic  Research, 
Actuarial  Research  Corporation,  Project  Hope,  Blue  Cross  and  Blue 
Shield  Association,  Health  Insurance  Association  of  America,  American 
Association  of  Retired  Person,  Ernst  and  Young,  KPMG  Peat-Marwick, 
NBC  News,  Washington  Post,  Fortune  magazine,  and  Investors  Business 
Daily. 

Other  private  sector  users  include:  analysts  and  researchers 
at  academic  departments  of  health  services  research,  economics,  and 
sociology;  health  insurance  companies,  pharmaceutical  firms,  health 
care  consultants,  and  other  health-related  businesses. 

Survey  data  are  also  made  available  to  the  health  services 
research  community  through  the  Inter-university  Consortium  for 
Political  and  Social  Research  at  the  University  of  Michigan,  National 
Technical  Information  Service,  and  National  Archives. 

Public  sector  users  within  the  Department  of  Health  and  Human 
Services  include:   Office  of  the  Secretary;  Assistant  Secretary  for 
Planning  and  Evaluation;  Indian  Health  Service;  National  Institute  of 
Dental  Research  and  National  Health,  Lung,  and  Blood  Institute  of  the 
National  Institutes  of  Health;  and  Health  Care  Financing 
Administration. 

Other  public  sector  users  include:   Department  of  Labor, 
Department  of  Veterans  Affairs,   Prospective  Payment  Assessment 
Commission,  Physician  Payment  Review  Commission,  Office  of  Management 
and  Budget,  Department  of  Treasury,  Joint  Committee  on  Taxation, 
Council  of  Economic  Advisors,  House  Select  Committee  on  Aging,  and 
Congressional  Research  Service. 
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Extramural  Investigator-Initiated  Research  Grants 

Mr.  Hoyer:   How  many  extramural  investigator-initiated  research 
grants  were  funded  by  AHCPR  in  FY  1995?   How  many  do  you  project  for 
1996?   How  many  would  be  funded  under  the  President's  1997  request? 

Dr.  Gaus:   A  total  of  130  extramural  investigator-initiated 
research  grants  were  funded  in  FY  1995.   We  project  92  will  be  funded 
in  FY  1996  and  74  continuations   will  be  funded  under  the  President'  s 
FY  1997  request. 
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Waste,  Fraud  and  Abuse 

Ms.  Pelosi:   We  are  all  concerned  about  waste,  fraud  and  abuse 
in  the  health  care  system.   How  could  your  work  on  computer  profiling 
and  quality  of  care  be  of  assistance  in  assessing  these  concerns? 

Dr.  Gaus:   Research  of  John  Wennberg,  David  Eddy  and  others  has 
shown  that  there  are  large  variations  in  the  use  of  services  such  as 
hysterectomies,  prostate  surgeries,  and  coronary  bypass  graft 
surgeries.   It  is  not  clear  whether  these  variations  represent 
undertreatment  or  overtreatment .   Overtreatment  is  clearly  wasteful 
in  using  more  resources  than  necessary;  it  also  increases  the 
likelihood  of  complications,  whose  treatment  would  in  turn  use 
resources.   Undertreatment  may  result  in  severe  health  consequences 
that  are  more  costly  to  treat  than  if  the  patient  had  been  treated  in 
a  timely  and  appropriate  way.   AHCPR  supports  research  that 
identifies  what  is  appropriate  care;  develops  tools  to  help 
practitioners,  plans,  and  consumers  measure  and  improve  quality;  and 
supports  research  on  the  ways  that  computers  and  health  information 
systems  can  improve  clinical  decision-making  and  reduce  the  potential 
for  medical  errors.   In  each  of  these  ways  AHCPR'  s  work  provides  the 
foundation  for  private  sector  applications  that  address  fraud  and 
abuse. 

Ms.  Pelosi:   Do  you  have  any  cost-estimates  of  the  potential 
cost  savings  from  this  line  of  research? 

Dr.  Gaus:    We  can  provide  you  with  some  estimates.   Last  year, 
at  the  request  of  our  National  Advisory  Council,  we  reviewed  the 
potential  for  our  research  findings  to  reduce  unnecessary  health  care 
expenditures.   In  developing  our  estimates,  we  took  a  very 
conservative  approach.   We  considered  only  direct  health  care 
expenditures  (not  indirect  costs  such  as  lost  wages)  and,  to  allow 
for  the  inevitable  time  lag  between  the  release  of  new  scientific 
findings  and  their  adoption  by  clinicians,  we  assumed  that  initially 
only  one  in  five  patients  would  be  treated  based  upon  our  research 
findings. 

Even  with  this  conservative  approach,  we  found  that  past 
savings  from  AHCPR  research  range  up  to  $175  million  per  condition. 
Using  different  (but  equally  valid)  assumptions,  others  have 
developed  even  higher  estimates.   For  example,  Medstat,  Inc.,  a 
private  sector  research  firm,  estimated  that  employers  and  other 
private  sector  payers  could  save  $370  million  in  treatments  and  tests 
for  low-back  pain  among  the  working  age  population  based  upon  our 
work.   Florida'  s  Agency  for  Health  Care  Administration,  which  used 
the  acute  low  back  pain  guideline  we  supported  as  the  basis  of  a  new 
policy  that  is  even  broader,  is  projecting  savings  of  $100  million  in 
that  state  alone.   Details  on  the  40  high-cost  or  high-frequency 
conditions  we  studied  are  outlined  in  our  report.  Better  Quality  Can 
Cost   Less,    which  was  submitted  to  the  Committee  with  my  testimony. 

The  challenge  ahead  is  to  increase  the  speed  with  which  new 
scientific  findings  on  the  most  appropriate  care  for  patients  are 
adopted  in  day-to-day  clinical  practice.   We  believe  that  our 
proposal  to  restructure  our  clinical  guideline  program  will  help  in 
that  effort.   We  believe  that  this  new  partnership  will  increase  the 
speed  with  which  new  scientific  findings  are  disseminated,  provide 
clinicians  with  the  tools  they  need  to  improve  the  quality  and 
appropriateness  of  patient  care,  and  reduce  unnecessary  health  care 
expenditures . 
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Improving  Clinical  Practice 
HIV/AIDS 

Ms.  Pelosi:   With  regard  to  improving  clinical  practice,  as  you 
know,  the  FDA  has  recently  approved  a  number  of  new  AIDS  drugs  and 
questions  remain  about  what  is  the  best  use  of  these  drugs  in 
clinical  practice.   How  is  your  agency  involved  in  assisting  with 
improving  clinical  practice  in  this  area?   What  role  does  your  agency 
play  compared  to  NIH  and  HRSA? 

Dr.  Gaus:   NIH  supports  biomedical  research  and  investigates 
the  effects  of  treatment  on  a  disease  process;  their  work  is  done  in 
tightly  controlled  experimental  settings.   FDA  is  responsible  for 
determining  that  new  drugs  work  and  are  safe.   HRSA  supports  the 
delivery  of  care  to  selected  populations.   AHCPR's  work  on 
pharmaceuticals  focuses  on  questions  about  what  works  best  for  which 
patients  and  under  what  circumstances.  Our  outcomes  studies 
specifically  address  the  effectiveness  of  alternative  drug  therapies 
for  patients  in  the  general  population  in  day-to-day  clinical 
practice. 

AHCPR  works  with  our  sister  agencies  on  the  evaluation  of  drug 
therapies.  In  the  case  of  HIV  drugs,  AHCPR  has  representatives  on  the 
HHS  Coordinating  Group  on  HIV/AIDS  which  is  planning  the  Department's 
strategy  for  improving  clinical  practice  through  the  training  of 
providers  and  disseminating  information  on  protease  inhibitors.   Once 
the  clinical  effect  of  these  new  drugs  on  the  course  of  the  disease 
is  established,  AHCPR  can  then  focus  on  investigating  their 
effectiveness  in  general  use. 

AHCPR  also  supports  the  HIV/AIDS  Cost  and  Services  Utilization 
Study,  a  national  random  sample  of  persons  infected  with  HIV 
(asymptomatic,  symptomatic,  and  those  with  AIDS),  to  generate 
information  on  their  use  of  health  care  services  and  the  associated 
costs.   These  data  will  be  vital  for  developing  appropriate  treatment 
and  policy  options. 

Ms.  Pelosi:   Because  these  new  advances  in  the  treatment  of  HIV 
bring  such  hope,  it  is  important  that  these  therapies  be  made 
available.   What  is  your  agency  doing  to  better  assess  the 
anticipated  cost  of  these  new  drugs?   How  much  funding  would  be 
needed  to  provide  drugs  to  all  those  eligible  under  the  AIDS  Drug 
Assistance  Program? 

Dr.  Gaus:   With  the  availability  of  new  drugs,  such  as  protease 
inhibitors,  dramatic  changes  in  the  cost  of  providing  drugs  to 
persons  with  HIV  are  probable.   Moreover,  these  changes  in  drug 
therapy  are  likely  to  result  in  changes  in  the  types  of  medical 
services  provided  to  persons  with  HIV. 

The  Agency  for  Health  Care  Policy  and  Research  is  currently 
conducting  a  large  study  of  health  service  utilization  and  costs 
among  people  with  HIV  infection.   This  study  is  being  conducted  under 
a  cooperative  agreement  with  the  RAND  Corporation.   A  major  and 
unique  feature  of  this  study  is  that  it  will  obtain  a  national 
probability  sample  of  people  with  HIV  infection  receiving  care, 
enabling  accurate  and  unbiased  national  projections  of  costs  to  be 
made.   This  project  is  currently  in  the  initial  data  collection 
phase. 

At  present,  the  optimal  clinical  protocol  for  these  new 
therapies  is  still  in  flux.   Consensus  has  yet  to  be  achieved 
concerning  when  to  begin  therapy  and  the  preferred  dosage  patterns 
and  combinations  with  other  drugs. 

The  Agency's  study  will  explicitly  address  the  use  and  costs  of 
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new  HIV  therapies.   The  study  will  obtain  data  from  more  than  3,000 
people,  in  both  urban  and  rural  settings,  concerning:  participation 
in  and  eligibility  for  the  AIDS  Drug  Assistance  Program;  utilization 
and  costs  of  pharmaceuticals,  including  specifically  protease 
inhibitors;  and  use  and  costs  of  ancillary  tests,  such  as  tests  of 
viral  load. 

Because  the  study  will  collect  data  for  a  two-year  period,  it 
will  enable  users  of  the  data  to  track  drug  costs  over  time  as 
clinical  practice  evolves  and  stabilizes.   This  study  will  provide 
the  best  data  available  for  estimating  the  size  of  the  population 
eligible  for  the  AIDS  Drug  Assistance  Program,  and  the  costs  of  new 
HIV  therapies. 

Managed  Care 

Ms.  Pelosi:   Does  your  agency  have  any  objective  way  of 
assessing  the  quality  of  managed  care  plans?  What  help  could  your 
research  be  to  potential  consumers  of  managed  care  plans  in  helping 
them  make  an  informed  choice? 

Dr.  Gaus:   AHCPR  supports  research  to  develop  objective  ways  of 
assessing  quality  and  has  recently  released  a  computer  tool, 
CONQUEST,  that  can  help  managed  care  plans  choose  and  use  measures  to 
assess  the  quality  of  the  services  they  provide.   CONQUEST  1.0,  the 
computerized  Needs-Oriented  Quality  Measurement  Evaluation  SysTem, 
summarizes  information  on  approximately  1,200  clinical  performance 
measures  developed  by  public  and  private  sector  organizations  to 
examine  the  quality  of  clinical  care.   Because  measures  are  described 
using  a  common  language,  CONQUEST  1.0  will  enable  users  to  identify 
existing  measures,  compare  among  them,  and  select  measures  most 
appropriate  to  their  needs. 

In  developing  CONQUEST,  AHCPR  identified  several  areas  where 
measures  are  lacking;  for  example,  child  health.   Later  this  year, 
AHCPR  will  establish  research  teams  to  fill  these  gaps  by  developing 
new  quality  measures.   This  effort,  called  Q-Span,  will  develop  and 
test  measures  of  quality  in  a  wide  array  of  health  care  settings. 

In  addition,  AHCPR  is  currently  supporting  a  number  of  projects 
that  will  assist  consumers  choose  among  managed  care,  as  well  as  fee- 
for-service,  plans.   A  major  initiative  in  this  area,  the  Consumer 
Assessment  of  Health  Plans  Study  (CAHPS),  will  produce  a  family  of 
surveys  and  reports  providing  reliable  and  valid  information  on 
consumers'  assessments  of  their  health  plans.   AHCPR  is  also 
supporting  small  business  innovation  research  projects  to  develop  and 
test  creative  methods  for  providing  information  to  consumers  choosing 
health  plans.   The  Oregon  Consumer  Scorecard  Project  is  developing 
and  testing  scorecards  of  quality  information  that  are  responsive  to 
the  information  needs  of  Medicaid  managed  care  consumers.  Finally, 
AHCPR  is  co-sponsoring  with  the  Kaiser  Family  Foundation  a  conference 
in  October  1996.   This  conference  will  explore  methods  for  presenting 
information  to  consumers  to  help  them  make  health  care  decisions. 
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Agency  for  Health  Care  Policy  and  Research 
Health  Care  Policy  and  Research 

For  carrying  out  titles  III  and  IX  of  the  Public  Health 

Service  Act,  and  part  A  of  title  XI  of  the  Social  Security  Act, 

$84,000,000  together  with  not  to  exceed  $5,796,000  to  be 

transferred  from  the  Federal  Hospital  Insurance  and  the  Federal 

Supplementary  Medical  Insurance  Trust  Funds,  as  authorized  by 

sections  1142  and  201(g)  of  the  Social  Security  Act;  in  addition, 

amounts  received  from  Freedom  of  Information  Act  fees, 

reimbursable  and  interagency  agreements,  and  the  sale  of  data 

tapes  shall  be  credited  to  this  appropriation  and  shall  remain 

available  until  expended;  and  in  addition, $53, 984, 000  from 

amounts  available  pursuant  to  section  241  of  the  Public  Health 

Service  Act,  to  be  transferred  and  credited  to  this  appropriation 

for  authorized  purposes  under  this  heading:  Provided,  That 

$44,700,000  of  the  funds  provided  shall  be  for  the  Medical 

Expenditure  Panel  Survey. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

HEALTH  CARE  POLICY  AND  RESEARCH 


Amounts  Available  for  Obligation  1/ 

1995  1996  1997 

Appropriation  Policy  Estimate 

Appropriation: 

Annual $135,290,000  $76,725,000  $84,000,000 

Receipts  and  reimbursements  from: 

Medicare  Trust  Funds 5,793,000  2,898,000  5,796,000 

Subtotal,  adjusted  appropriation 5,793,000  2,898,000  5,796,000 

Federal  funds  pursuant  to 
Title  IX  of  P.L.  102-410, 
(Section  926(b)  PHS  Act) 

HCSCA 13.211,000 

HIES 5,082,000 

HCOQ 0_ 

Subtotal,  adjusted  appropriation 18,293,000 

Unobligated  Balance  Lapsing (3,000) 

Total  obligations 159,373,000 


1/  Excludes  the  following  amounts  for  reimbursements: 

FY95:  $8,802,000  ($3,812,000  estimate  for  NRSAs  &  $4,990,000  estimate  for  other  reimbursements). 
FY96:  $8,802,000  ($3,812,000  estimate  for  NRSAs  &  $4,990,000  estimate  for  other  reimbursements). 
FY97:  $8,802,000  ($3,812,000  estimate  for  NRSAs  &  $4,990,000  estimate  for  other  reimbursements). 


26.386,000 

5.000.000 

15,398,000 

46,784,000 

19.284,000 

34,700,000 

0 

53,984,000 

126,407,000 

143,780,000 
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Agency  for  Health  Care  Policy  and  Research 

Summary  by  Mechanism 
(Dollars  in  Thousands) 


LARGE  GRANTS 

Non-Competing 

New  &  Competing 

Supplemental/Restored 

TOTAL,  LARGE  GRANTS 

2nd  Year  of  Funding  for  95  News... 

SMALL  GRANTS 

Non-Competing 

New  &  Competing 

Supplemental/Restored 

TOTAL,  SMALL  GRANTS _ 

DISSERTATIONS 

Non-Competing 

New  &  Competing 

Supplemental/Restored 

TOTAL,  DISSERTATIONS _ 

SUBTOTAL.  RESEARCH  GRANTS 

Non-Competing 

New  &  Competing 

Supplemental/Restored 

SUBTOTAL,  RESEARCH. 

TRAINING  GRANTS 

Non-Competing 

New  &  Competing 

Supplemental/Restored , 

TOTAL,  TRAINING  GRANTS...... 


Non-Competing 

New  &  Competing... 

Supplemental/Restored.. 
TOTAL  ALL  GRANTS.. 


TOTAL  CONTRACTS 

RESEARCH  MANAGEMENT 

TOTAL,  AHCPR 


1 995  Actual 


146 

49 

0 


195 


0 
15 
0 


152 

73 

0 


225 


158 

73 

0 


231 
87 


$55,421 
14,111 
360  U 


69,892 
1,134 


0 
640 

0_ 

640 


0 
316 

p_ 

316 


56,555 
15,067 
360  U 


71,982 


931 
0 
0_ 

931 


57,486 
15,067 
360  1/ 


72,913 

52,635 

33,825 

1159.373  £ 


1996  Policy 


56 

50 

0 


106 


0 

15 

0 


56 

79 
0 


56 

79 

0 


135 


53 


$28,091 
20,213 
4,926  2/ 


53,230 


0 

1,000 

14 


1,014 


0 

450 

13 

463 


28,091 
21,663 
4,953  21 


54,707 


28,091 
21,663 
4,953  2/ 


54,707 

36,500 

35,200 

1126  407 


1997  Estimate 


118 
0 
0 


118 


118 
0 
0 


118 
0 
0 


118 
47 


43,473 
0 
0 


43,473 


43,473 
0 
0 


43,473 


43,473 
0 
0 


43,473 

63,301 

37,006 

1143.780 


1/  Supplemental  $'s. 

2/  Restored  $'s. 

3/  Reflects  actual  obligations. 

J:\1 997\CONG\MECHTBLWK3 


43 


Detail  of  Program  Funding  Sources 

AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 
($'s  in  Thousands) 


FY  1995  Actual 

BA 

Trust 
Funds 

1%  Evaluation  Funds 

Grand 

Total 

AHCPR 

NMES 
PSP 

Other 

Total 

Research  on  Health  Care 

Systems  Cost  &  Access.. 
HIV/AIDS  (non-add) 

49,001 
(9,085) 

9,918 

73,947 
2,424 

(...) 

5,796 

13,218 
(...) 

0 
(...) 

5,082 

13,218 
0 

5,082 

62,219 

(9,085) 

15,000 

79,743 
2,424 

Health  Insurance  and 

Expenditure  Surveys 

Research  on  Health  Care 

Outcomes  &  Quality 

Program  Support 

Total 

135,290 

267 
(10) 

5,796 

13,218 

5,082 

18,300 

159,386 

267 
(10) 

FTEs 

(HIV/AIDS) 

FY  1996  Policy 

BA 

Trust 
Funds 

1%  Evaluation  Funds 

Grand 
Total 

NMES 
PSP 

Other 

Total 

Research  on  Health  Care 
Systems  Cost  &  Access.. 

HIV/AIDS  (non-add) 

Health  Insurance  and 
Expenditure  Surveys 

Research  on  Health  Care 
Outcomes  &  Quality 

Program  Support 

27,398 
(6,350) 

10,000 

37,000 
2,327 

2,898 

1 1 ,305 

15,081 

5,000 
15,398 

26,386 
0 

5,000 

15,398 
0 

53,784 
(6,350) 

15,000 

55,296 
2,327 

Total 

76,725 

267 

(8) 

2,898 

1 1 ,305 

35,479 

46,784 

126,407 

267 

(8) 

FTEs 

(HIV/AIDS) 

FY  1 997  Estimate 

BA 

Trust 
Funds 

1%  Evaluation  Funds 

Grand 
Total 

HIES 

Other 

Total 

Research  on  Health  Care 

Systems  Cost  &  Access.. 
HIV/AIDS  (non-add) 

29,132 
(4,755) 

10,000 

42,445 
2,423 

(...) 
5,796 

12,584 
(...) 

6,700 
(...) 

34.700 

19,284 
0 

34,700 

0 

48,416 
(4,755) 

44,700 

48,241 
2,423 

Health  Insurance  and 

Expenditure  Surveys 

Research  on  Health  Care 

Outcomes  &  Quality 

Program  Support 

Total 

84,000 

267 

(5) 

5,796 

12,584 

41 ,400 

53,984 

143,780 

267 

(5) 

FTEs 

(HIV/AIDS) 
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SDMflUa    OF    CHANGES 


1996  Policy 

(Obligations) 

1997  Estimate. . 
(Obligations) 

Net  change 

(Obligations) 


$  76,725,000 
(126,407,000) 


84,000,000 
(143,780,000) 


+7,275,000 
(+17,373,000) 


Increases: 
A.  Built-in: 


1996  Current 

Estimate  Base 

Pos.     Budget 
I  FTP)    Authority 


1.  Within  grade  increases 

2.  Annualization  of  1996  pay  raise 

3.  Rental  payments  to  GSA 

4.  January  1997  Pay  Raise  3.0%.... 

5.  Partial  Inflation  costs  on  other  objects 


12,712,000 

( )  (21,629,000) 


12,712,000 

( )  (21,629,000) 


2,590,000 

( )   (2,648,000) 


12,712,000 

( )  (21,629,000) 


Subtotal,  Built-in. 

b.  program 


change  from  Base 
Pos .    Budget 
'FTE)   Authority 


+226,000 
(+367,000) 


+68,000 
(+120,000) 


+78,000 
(+82,000) 


+273,000 
(+460,000) 


+415,000 
(+681,000) 


+  1,060,000 
(  +  1,710,000) 


1 .  Health  Insurance  t   Expenditure 

Surveys 
Pull  data  collection  effort  in 

the  field 10,000,000 

( )  (15,000,000) 

2.  Program  Support 41     2,327,000 

(41)   (2,327,000) 

Subtotal ,  Program  

Total  Increases 


( )   (+29,700,000) 


+96,000 
(+96,000) 


+96,000 

( )   (+29,796,000) 


+1,156,000 

( )   (+31,506,000) 
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1996  Current 

Estimate  Base 

Pos .     Budget 
1FTE1    Authority 


chenge  frvp  P??e 

Pos .       Budget 

(Fte)    Authority 


Decreases: 
A.  Built-in 


B.  Program 

1.   Research  on  Health  Care  System 

Cost  and  Access 138    27,398,000  +1,012,000 

(138)  (53,784,000)  ( )  (-6,740,000) 

2.   Research  on  Health  Care  Outcomes 

and  Quality 88    37,000,000  +5,107,000 

(88)  (55,296,000)  ( )  (-7,393,000) 

Total,  Decreases +6,  119, 000 

( )  (-14,133,000) 

Net  change,  Budget  Authority —  +7,  275,  000 

Net  change,  Obligations (  — )  (  +  17,373,000) 
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Budget  Authority  by  Activity 
(Dollars  in  thousands) 


1.  Research  on  Health  Care 

Systems  Cost  and  Access  BA 

ScoraWe  BA. 

1%  Evaluation 

Total  Operational  Level 

2.  Health  Expenditure  Surveys  BA. 

ScorableBA. 

1%  Evaluation 

Total  Operational  Level 

3.  Research  on  Health  Care  Outcomes 

and  Quality  BA. 

ScorableBA. 

1%  Evaluation 

Total  Operational  Level 

4.  Program  Support  BA 

Total.  Budget  Authority 

Total  Scorable  Budget 
Authority 

Total  1%  Evaluation 

Total  Operations  1/ 


1995 
Actual 

1996 
Policy 

1997 
Estimate 

EIE 

Amount 

FJE 

Amount 

EIE 

Amount 

138 

$49,001 
(49.001) 

62.219 

138 

$27,398 

(27.398) 

J2&3S6J 

53.784 

138 

$29,132 
(29.132) 
[19.284] 
48.416 

$9,918 
(9.918) 
J5JQS2J 
15.000 

$10,000 

(10.000) 

[5.000] 

15.000 

10.000 
(10.000) 
[34.700] 

44.700 

88 

$73,794 

(79,743) 

l— ] 

88 

$37,000 
(39.898) 
[15.398] 
55.296 

88 

$42,445 

(48.241) 

[—1 

79.743 

48,241 

41 

2J24 

41 

2J2Z 

41 

2423 

267 

135.290 

267 

76.725 

267 

84.000 

(141.086) 

(79.623) 

(89.796) 

[16.300] 

[46.784] 

[53.984] 

159.386 

126.407 

143.780 

1/  Excludes  the  following  amounts  for  reimbursements: 

FY95:  $8,802,000  ($3,812,000  estimate  for  NRSAs&  $4,990,000  estimate  for  other  reimbursements). 
FY96:  $8,802,000  ($3,812,000  estimate  for  NRSAs  &  $4,990,000  estimate  for  other  reimbursements). 
FY97:  $8,802,000  ($3,812,000  estimate  for  NRSAs  &  $4,990,000  estimate  for  other  reimbursements) 
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Budget  Authority  by  Object 


1996 
Policy 

1997 
Estimate 

Increase 

or 
Decrease 

[Full-time  equivalent  employment 

Full-time  equivalent  of 
overtime  and  holiday  hours 

267 

1 

$107,467 

11/4 

$40,802 

267 

1 

$110,691 

11/4 

$42,026 

+$  3,224 
+$  1.224 

Average  SES  salary 

Average  GS/GM  grade 

Average  GS/GM  salary 

Personnel  compensation: 

Full-time  permanent 

$8,707,000 
(13.189.000) 

$9,295,000 
(14.128.000) 

$+588,000 
(+  939.000) 

Other  than  full-time  permanent 

1.204.000 
(3.517.000) 

1.294.000 
(3.661.000) 

+90.000 
(+144.000) 

Other  personnel  compensation 
Total  personnel  compensation 

259.000 

(598,000) 

10.170.000 

(17.304.000) 

279.000 

(631.000) 

10.868.000 

(18.420.000) 

♦20.000 

(+33,000) 

+698,000 

(+1,116.000) 

Personnel  benefits 

2,542,000 
(4,325,000) 

2,715.000 
(4.602.000) 

+173.000 
(+277,000) 

Travel  and  transportation  of  persons 

324.000 
(448.000) 

334.000 
(462.000) 

+10,000 
(+14.000) 

Transportation  of  things 

32.000 
(42.000) 

33,000 
(43,000) 

+1.000 
(+1.000) 

Rent,  communications,  and  utilities: 

Rental  payments  to  GSA. 

2.590.000 
(2.648,000) 

2.668,000 
(2,730.000) 

+78,000 
(+82,000) 

Rental  payments  to  others 

2,000 
(2.000) 

2.000 
(2.000) 

(-) 

Communications,  utilities,  and 
miscellaneous  charges 

412.000 
(1.250.000) 

424.000 
(1.290.000) 

+12,000 
(+40.000) 

Printing  and  reproduction 

1.657,000 
(1.700,000) 

1.707,000 
(1,751.000) 

♦50,000 
(+51,000) 

Other  services 

3.395.000 
(6.233,000) 

3.497,000 
(6.420.000) 

+102,000 
(+187,000) 

Interagency  Agreements 

2.216.000 
(2.216.000) 

2.301.000 
(2.301.000) 

+85.000 
(+85,000) 

Project  contracts 

24,973.000 
(34.283.000) 

21.990.000 
(61.000.000) 

-2,983,000 
(+26.717.000) 
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Budget  Authority  by  Object 


Suppl 


1996 
Policy 


1997 
Estimate 


Decrease 


es  and  materials 


Equipment 

rants,  subsidies,  and  contributions 
Interest 


Total  budget  authority 
Total,  obligations 


305.000 
(315,000) 

826.000 
(930,000) 

27,280.000 
(54.708.000) 

1.000 
(3,000) 

76,725,000 
(126.407.000) 


314.000 
(324.000) 

851.000 
(958,000) 

36,295.000 
(43.474,000) 

1.000 
(3,000) 

84,000.000 
(143.780.000) 


+9,000 
(+9.000) 


+25.000 
(+28,000) 


+9,015,000 
(-11,234,000) 


A=L 


+  7,275,000 
(+17,373,000) 
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AGENCY  FOR  HEALTH  CARE  POLICY  &  RESEARCH 

ADMINISTRATIVE  COSTS 
(BUDGET  AUTHORITY) 

1996  1997 

Policy  Estimate  Change 

Personnel  Compensation: 

Full-time  permanent  (11.1) $8,707,000  $9,295,000  $+588,000 

Other  than  Full-Time  Permanent  (1 1 .3) 1,204,000  1,294,000  +90,000 

Other  Personnnel  Compensation  (1 1 .5) 259,000  279,000      +20,000 

Total,  Personnel  Compensation  (11. 9) 10,170,000  10,868.000  +998,000 

Civilian  Personnel  Benefits  (12.1) 2,542,000  2,715,000  +173,000 

Travel  (21.0) 324,000  334,000  +10,000 

Transportation  of  Things  (22.0) 32,000  33,000  +1,000 

Rental  Payments  to  Others  (23.2) 2,000  2,000 

Communications,  Utilities  and 

Miscellaneous  Charges  (23.3) 412,000  424,000  +12,000 

Printing  and  Reproduction  (24.0) 1,657,000  1,707,000  +50,000 

Other  Services  (25.2) 3,137,000  3,231,000  +94,000 

Supplies  and  Materials  (26.0) 305,000      314,000      +9,000 

TOTAL 1 8,581 ,000  1 9,628,000  +1 ,047,000 

NOTE:  An  additional  $500,000  is  being  saved  from  non-budget  authority  sources. 
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SIGNIFICANT  ITEMS  IN  APPROPRIATION  COMMITTEE  REPORTS 

SEHATj; 

FY  1996 
Items 

Advanced  Directives 

1.  SENATE  (Rpt.  104-1451  p.  125 

Last  year,  the  Committee  directed  AHCPR  to  conduct  a  pilot 
project  to  evaluate  the  effectiveness  of  a  community 
focused,  home-based  approach  to  encouraging  people  to 
complete  advance  directives.   The  Committee  continues  to 
believe  this  research  is  important  and  has  included  funding 
to  complete  the  second  year  of  the  project. 

Action  Taken  or  to  be  Taken 

AHCPR  published  a  Request  for  Applications  in  1995  for 
grants  to  develop  pilot  testing  of  methods  to  improve 
completion  of  advance  directives  documentation.   In 
September  1995,  a  two  year  grant  was  awarded  to  the 
University  of  Southern  California  to  evaluate  the 
effectiveness  of  community-based  interventions  to  encourage 
individuals  to  complete  advance  directives. 

Medical  Strategies  for  Treatment  of  Pelvic  Inflammatory  Disease 

2.  SENATE  rRpt.  104-1451  p.  126 

The  Committee  understands  that  AHCPR  has  received  proposals 
to  evaluate  the  effectiveness  of  currently  used  medical 
strategies  for  the  treatment  of  pelvic  inflammatory  disease. 
This  is  a  crucial  issue  for  the  1  million  American  women  who 
each  year  are  stricken  with  this  disease.   Such  studies 
could  look  at  the  effectiveness  and  cost  effectiveness  of 
competing  treatments  in  preventing  infertility.   The 
Committee  encourages  AHCPR  to  give  full  and  fair 
consideration  to  these  proposals. 

Action  Taken  or  to  be  Taken 

In  September  1995,  AHCPR  awarded  the  University  of 
Pittsburgh  a  five-year,  $6  million  grant  to  study  the 
effectiveness  and  cost-effectiveness  of  outpatient  versus 
inpatient  treatment  for  Pelvic  Inflammatory  Disease  (PID) . 
In  addition  to  clinical  outcomes  and  costs,  investigators 
will  assess  functional  status  post  treatment,  and  patient 
satisfaction  with  care.   Results  of  the  study  will 
contribute  to  the  knowledge  base  regarding  morbidity  and 
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costs  associated  with  alternative  treatment  strategies  and 
will  help  to  direct  future  public  health  recommendations. 

Training  Initiatives  for  Social  Work  Researchers 

3.    SENATE  fRDt.  104-1451  p.  126 

Social  workers  represent  a  significant  proportion  of  health 
and  mental  health  service  providers  across  the  spectrum  of 
services  within  the  health  care  system.   Social  workers  are 
positioned  to  provide  cost-effective  prevention,  primary 
care,  and  recovery  and  rehabilitation  services.   The 
Committee  recognizes  the  lack  of  data  on  the  types, 
effectiveness,  and  costs  of  social  work  services  among 
different  populations  and  encourages  the  Agency  to  develop 
training  initiatives  for  social  work  researchers. 

Action  Taken  or  to  be  Taken 

AHCPR's  training  program  emphasize  the  importance  of 
multidisciplinary  research  teams  and  are  available  to 
researchers  in  virtually  all  health  care  professions, 
including  social  work.   Ongoing  activities  include  research 
training  through  the  NRSA  program,  educational  workshops 
sponsored  by  the  User  Liaison  program,  support  for 
dissertation  research,  AHCPR- sponsored  conferences  and 
conference  grants. 
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SIGNIFICANT  ITEMS  IN  APPROPRIATION  COMMITTEE  REPORTS 

HOUSE 
FY  1996 
Items 

National  Medical  Expenditure  Survey 
1.    HOUSE  fRpt.  104-209)  D.  103 

The  Committee  has  consolidated  the  various  line  items  within 
this  activity  to  give  AHCPR  greater  flexibility  in  managing 
the  reduced  funding  levels  contained  in  the  bill.   The 
Committee  has  increased  the  amount  of  funding  available 
through  the  one  percent  evaluation  tap  in  recognition  of  the 
increased  costs  of  NMES  in  1996.   The  Committee  encourages 
the  agency  to  implement  as  quickly  as  possible  any  cost- 
saving,  measures  that  result  from  a  study  currently  underway 
of  alternative  ways  to  conduct  the  NMES.   The  Committee  also 
encourages  AHCPR  to  distribute  necessary  reductions  among 
its  various  research  activities  in  order  to  maintain  a 
balanced  program  of  grants  and  contracts  for  research. 

Action  Taken  or  to  be  Taken 

AHCPR  appreciates  the  flexibility  granted  by  the  Committee 
to  manage  the  Agency's  research  activities  in  the  most 
prudent,  balanced  manner  possible.   Under  the  auspices  of 
the  DHHS  Data  Council,  the  Survey  Integration  Subcommittee 
has  achieved  many  improvements  in  the  efficiency  and 
effectiveness  of  the  Department's  surveys.   Many  of  these 
improvements  have  been  made  in  the  Medical  Expenditure  Panel 
Surveys  (formerly  the  NMES) . 

During  the  past  year,  the  Department  has  undertaken  a 
comprehensive  review  of  its  survey  and  data  collection 
efforts  to  improve  their  effectiveness  and  efficiency.   MEPS 
is  the  result  of  that  effort.   Unlike  NMES,  which  developed 
its  own  large  sampling  frame  of  families  to  interview,  MEPS 
relies  upon  an  existing,  smaller  but  nationally 
representative  sampling  frame  that  was  developed  by  the 
National  Center  for  Health  Statistics  (NCHS) .   It  eliminates 
duplication  that  existed  with  the  Health  Care  Financing 
Administration  in  surveying  the  over-65  population. 
Finally,  MEPS  more  appropriately  incorporates,  and  links, 
the  National  Health  Interview  Survey  (NHIS)  with  the  other 
survey  components  in  MEPS. 
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MEPS  builds  upon  the  strengths  of  the  1977  and  1987  NMES  and 
streamlines  the  Department's  data  collection  efforts.   This 
integration  will  assure  a  better  return  on  the  Federal 
Government's  investment  by  moving  from  a  periodic  survey 
once  every  ten  years  to  a  continuing  longitudinal  data 
collection  effort.   Over  time,  MEPS  will  provide  more 
comprehensive  data  for  public  and  private  sector  decision 
makers. 

Through  Survey  Integration,  we  will  continue  to  explore 
opportunities  for  improvements  and  cost  savings. 

Allocation  of  Resources 

2.    HOUSE  TRpt.  104-209 )  p.  104 

With  the  widespread  development  of  clinical  guidelines  in 
the  private  sector  and  by  professional  societies,  the 
Committee  questions  the  need  for  AHCPR  to  allocate  its 
resources  to  this  activity.   Rather,  the  agency  is  urged  to 
consider  modifying  its  role  to  one  of  certifying  the 
impartiality  and  thoroughness  of  guidelines  that  are 
developed  by  others. 

Action  Taken  or  to  be  Taken 

AHCPR  is  planning  to  change  clinical  practice  guideline 
development  by  convening  standing  panels  that  will  work  on 
more  than  one  guideline  at  a  time,  allowing  for  a  more 
efficient  guideline  process.   The  panels  would  draw  on 
contractors  from  the  private  sector  (universities, 
consulting  firms,  etc.)  for  help  in  reviewing  and  analyzing 
the  literature  and  drafting  the  guidelines.   It  is  expected 
that  these  private-sector  contractors  would  grow  in 
expertise  and  capability,  ultimately  working  on  guidelines 
for  other  groups  as  well:  managed  care  organizations, 
professional  societies,  etc. 

AHCPR  is  also  investigating  direct  cost-sharing  for  the 
production  of  guidelines  with  the  private  sector.   We  will 
determine  what  specific  authority  is  needed  (private 
foundation,  new  legislative  authority,  etc.)  to  allow  the 
Agency  to  receive  contributions  towards  guidelines  and  apply 
them  specifically  to  that  project. 


15 


54 


The  third  aspect  of  private-public  partnership  is  continuing 
and  increasing  the  sharing  of  costs  of  production  and 
dissemination  of  finished  guidelines  with  the  private 
sector.   AHCPR  has  already  leveraged  $10  million  in 
guideline  printing  costs  with  private-public  partnerships. 
These  efforts  will  be  expanded.   Because  we  expect  that 
practitioners  in  the  future  will  rely  increasingly  on 
networked  and  on-line  systems  to  receive  treatment 
information,  we  will  be  able  to  decrease  Federal  outlays 
further  by  relying  to  a  larger  extent  on  electronic 
dissemination  of  the  guideline. 

Finally,  AHCPR  is  exploring  the  possibility  of  partnering 
with  the  private  sector  to  create  a  truly  national  guideline 
clearinghouse,  allowing  for  the  first  time  access  by  all 
interested  parties — practitioners,  managed  care 
organizations,  medical  societies,  and  consumers — to  the 
rapidly  growing  number  of  guidelines  and  practice  parameters 
being  developed.   This  clearinghouse  could  potentially 
provide  not  only  information  about  and  a  summary  of  each 
guideline,  but  also  could  provide  full  text  of  the  guideline 
and  comparative  information  on  guidelines  addressing  similar 
subjects. 

Technology  Assessment 

3.     HOUSE  (Rpt.  104-2091  p.  104 

With  regard  to  technology  assessments,  the  Committee  urges 
AHCPR  to  reassess  its  role  in  financing  this  activity  in 
favor  of  greater  financial  participation  by  the 
beneficiaries  of  the  assessments. 

Action  Taken  or  to  be  Taken 

On  average,  AHCPR  completes  six  technology  reviews  and 
assessments  each  year.  These  are  undertaken  at  the  specific 
request  of  Medicare  or  the  CHAMPUS  program.   As  authorized 
under  Section  201(g)  of  the  Social  Security  Act,  AHCPR 
receives  Trust  Funds  for  technology  assessments  for 
Medicare.   AHCPR  also  receives  funds  from  the  Department  of 
Defense  for  technology  assessments  and  reviews  undertaken 
for  the  CHAMPUS  program. 
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Children's  Research  Agenda 

4.    HOUSE  fRnt.  104-209)  p.  104 

To  the  extent  that  resources  permit,  the  Committee 
encourages  AHCPR  to  consider  developing  a  children's 
research  agenda  on  health  care  effectiveness,  quality  and 
outcomes  measures  that  establishes  research  priorities  for 
children  on  a  three-to-five-year  basis  in  consultation  with 
experts  in  children's  health  care  delivery  and  managed  care. 


Action  Taken  or  to  be  Taken 


AHCPR  has  a  strong  interest  in  development  of  a  focussed 
research  agenda  for  children's  health.   In  December  1994, 
AHCPR  convened  a  small,  interdisciplinary  group  of  leading 
national  experts  drawn  from  university  and  public  health 
sectors,  to  begin  a  strategic  planning  process. 

A  comprehensive  review,  analysis,  and  classification  of 
AHCPR 's  child  health  research  portfolio  has  been  initiated. 
Also,  AHCPR  has  established  an  agency-wide  special  interest 
group  on  child  health  to  create  a  continuing  focus  for  these 
issues. 

Subsequent  discussions  with  experts  in  public  and  private 
organizations  have  continued  the  effort  to  set  priorities 
for  further  outcome  and  effectiveness  studies  with  the 
potential  to  improve  the  quality  of,  and  access  to, 
pediatric  health  care  services.   Planned  activities  include 
a  second  meeting  of  experts  in  Spring  1996  to  complete 
development  of  the  research  agenda  envisioned  by  Congress. 
Once  general  consensus  on  priorities  is  reached,  AHCPR  will 
work  with  the  larger  health  services  research  community  to 
assure  that  studies  in  high-priority  research  areas  are 
initiated.   The  Agency  will  also  explore  partnerships  with 
other  interested  DHHS  agencies,  managed  care  and  other 
business  organizations,  and  foundations  to  expand  the  pool 
of  funds  and  further  expand  research  in  this  area,  while 
avoiding  duplication  of  effort. 
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Research  on  Health  Care  — 
Systems  Coat  and  Access: 
Sees.  301  4  926(a)  PHSA 

Research  on  Health  Care 
Outcomes  and  Quality 
Sees.  301  4  926(a)  PHSA  — ' 

Research  on  Health  Care 

outcome?  and  Quality: 

Part  A  of  Title  XI  of  the 
Social  Security  Act  (SSA) 
Section  1142 (i)  2/   £/ 

Budget  Authority 

Medicare  Trust  Funds  3./  £/ 
Subtotal  BA  4  MTF 


Program  Support: 
Section  301  PHSA. 


Appropriation  Transfer: 
Section  201(g)  SSA  1/.. 


Evaluation  fu^d.?: 
Section  926(b) 
PHSA  5/ 


TTnfunrtarl  authorisations: 

Research  on  Health  Care  Systems 
Coat  and  ftccess: 
Section  926(a)  PHSA 

Information  Center 

Technology  Assessments 

Innovative  Assessments 

Alzheimer's  Disease: 
Section  936  Alzheimer's 
Disease  4  Related  Dementias 
Service  Research  Act 


HIV/AIDS 
Title  IV,  Section  2673 
of  the  Ryan  White  CARE 
Act  of  1990 


Total  appropriations. 

Total  appropriation 
against  definite 
authorizations 


Authorising  legislation  1/ 

1996  1996 

Amount         Appro- 

Authorized       priation 


Expired  7/ 


Indefinite 


Indefinite 


Indefinite 


Expired  £/ 
Expired  £/ 
Expired  £/ 


Such  Sums 


Expired  8/ 


1997  1997 

Amount         Budget 

Authorized     Request 


Expired  8./    $  74,398,000     Expired  fi/   S  81,577,000 


1.904,000 


126,407,000 


4-802.000 

1,904,000     Expired  2/  4,802,000 

2,327,000     Indefinite  2,423,000 

994,000     Indefinite  994,000 

46,784,000     Indefinite  53,984,000 


Expired  £/ 
Expired  1/ 
Expired  §/ 


Expires  9./ 


Expires  8/ 


143,780,000 
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X/  Section  487(d)(3)(B)  PHSA  makes  one  percent  of  the  funds  appropriated  to 

NIH  and  AOAMHA  for  National  Research  Service  Awards  available  to  AHCPR. 
Because  these  reimbursable  funds  are  not  included  in  AHCPR 's  appropriation 
language,  they  have  been  excluded  from  this  table.   FY  1995  amount: 
$3,734,000;  FY  1995  amount:  $3,812,000. 

2.1  Pursuant  to  Section  1142  of  the  Social  Security  Act,  FY  1995  funds  for  the 

medical  treatment  effectiveness  activity  are  to  be  appropriated  against 
the  total  authorization  level  in  the  following  manner:   70%  of  the  funds 
are  to  be  appropriated  from  Medicare  Trust  Funds  (MTF) ;  30%  of  the  funds 
are  to  be  appropriated  from  general  budget  authority. 

2/    Funds  appropriated  against  Title  XI  of  the  Social  Security  Act 

authorization  are  from  the  Federal  Hospital  Insurance  Trust  Funds  (60%) 
and  the  Federal  Supplementary  Medical  Insurance  Trust  Funds  (40%). 

4./    Appropriation  transfer  is  from  the  Federal  Hospital  Insurance  and  the 
Federal  Supplementary  Medical  Insurance  Trust  Funds  as  authorized  by 
Section  201(g)  of  the  Social  Security  Act  for  health  care  technology 
assessment  and  cost  containment  activities. 

£/    Section  926(b)  PHSA  makes  available  to  AHCPR  an  amount  equal  to  40  percent 
of  the  maximum  amount  authorized  in  Section  241  of  the  PHSA. 

£/  No  specific  amounts  are  authorized  for  years  following  FY  1994. 

2/  Expired  September  30,  1994. 

£/  Expired  September  30,  1995. 

2/  Expires  September  30,  1996. 
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Appropriation  History  Table 
Agency  for  Health  Care  Policy  and  Research 


Budget 

Estimate 

to  Congress 

1990 

Budget  Authority.. 

Trust  Fund 

1%  Evaluation 

Total 1/ 

1991 

Budget  Authority..  $  39,126,000 

Trust  Fund 29,037,000 

1%  Evaluation 40.776.000 

Total $108,939,000 

1992 

Budget  Authority..  $  34,283,000 

Trust  Fund 37,773,000 

1*  Evaluation 49.944.000 

Total $122,000,000 

1993 

Budget  Authority..  $  36,083,000 

Trust  Fund 37,773,000 

1*  Evaluation SI. 237 .000 

Total 5125,093,000 

1994 

Budget  Authority..  5139,045,000 

Trust  Fund 5,786,000 

1%  Evaluation 13.204.000 

Total 5158,035,000 

1995 

Budget  Authority . .  5102,367,000 

Trust  Fund 5,786,000 

1%  Evaluation 63.204.000 

Total 5171,357,000 

1996 

Budget  Authority. .  5142,424,000 

Trust  Fund 5,796,000 

1%  Evaluation 45.284.000 

Total 5193,504,000 

1997 

Budget  Authority..  5  84,000,000 

Trust  Fund 5,796,000 

1%  Evaluation 53.984.000 

Total 5143,780,000 


House 

Allowance 


1/ 


Senate 
Allowance 


1/ 


5  68,579,000  5  91,335,000 
6,037,000     6,037,000 

13.776.0QP.   4P, 776, OOP 

5  88,392,000  5138,148,000 


5  95,756,000  5  69,283,000 

5,892,000    7,773,000 

13.444.000    49.944.000 

5115,092,000  5127,000,000 


5  98,671,000  5  70,572,000 

5,833,000    5,833,000 

13.310.000    53.316.000 

5117,814,000  5129,721,000 


5129,051,000  5139,305,000 

5,786,000    5,786,000 

13.204.000    13.204.000 

5148,041,000  5156,295,000 


5134,624,000  5128,914,000 

5,806,000    5,786,000 

13.202.000    31.504.000 

5153, 632, 0(   '166,204,000 


5  31,219,000 
-0- 
34.284.000 
5  65,503,000      2.1 


Appropr  iat  ion / 
Policy  3/ 


5  50,191,000 

6,037,000 

41.443.000 

5  97,671,000 


5  95,755,000 

5,892,000 

13 .444.000 

5115,091,000 


5100,452,000 
5,892,000 

13.444.000 

5119,788,000 


5109,051,000 

5,786,000 

13.204.000 

5128,041,000 


5135,409,000 

5,786,000 

13.204.000 

5154,399,000 


5135,290,000 
5,796,000 

18.300.000 

5159,386,000 


5  76,725,000 

2,898,000 

46.784.000 

5126,407,000 
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1/    The  FY  1990  President's  Budget,  the  FY  1990  House  Allowance,  and  the  FY  1990 
Senate  Allowance  did  not  include  funds  for  the  Agency  for  Health  Care  Policy 
and  Research  (AHCPR) .   The  AHCPR  was  established  on  December  19,  1990  by 
P.L.  101-239.   Funds  for  the  AHCPR' s  predecessor,  the  National  Center  for 
Health  Services  Research  and  Health  Care  Technology  Assessment,  were 
previously  included  in  the  budget  estimates  submitted  by  the  Office  of  the 
Assistant  Secretary  for  Health. 

2/    As  of  March  14,  1996  the  Senate  has  not  acted,  therefore  Senate 
recommendations  cannot  be  provided. 

3/    FY  1990  through  FY  1995  reflects  funds  appropriated  to  AHCPR.   FY  1996 
reflects  the  Administration's  policy  level  for  AHCPR. 
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Detail  of  Full-Timtt  Equivalent  Employment  (FTE)  * 

1995          1996  1997 
Actual Estimate          Request 

Office  of  the  Administrator 13  13  13 

Office  of  Policy  Analysis —  10  10 

Office  of  Management 69  51  51 

Office  of  Scientific  Affairs --  n  17 

Office  of  Planning  4  Evaluation —  15  15 

Center  for  Information  Technology....  11  10  10 

Office  of  the  FORUM  for  Quality 
S  Effectiveness  in  Health  Care 19  17  17 

Center  for  Health  Care  Technology. ...         11  8  8 

Center  for  Outcomes  and 
Effectiveness  Research 16  12  12 

Center  for  Delivery  Systems  Research.         —  19  19 

Center  for  General  Health 
Services  Intramural  Research 56 

Center  for  Health  Expenditures 
4  Insurance  Studies --  31  31 

Center  for  General  Health 
Services  Extramural  Research 32 

Center  for  Primary  Care  Research —  10  10 

Center  for  Cost  t    Financing  Studies. .         —  9  9 

Center  for  Quality  Measurement 
Improvement —  11  H 

Center  for  Health  Information 
Dissemination 40  34  34 

Total,  ABCPR 267  267  267 

*  Reorganization  effective  July  14,  1995.   Number  of  offices/centers  increased  from  nine 
to  fifteen. 

Ayraca  OS/ON  Orada 

1991 12/7 

1992 12/6 

1993 12/6 

1994 11/2 

1995 11/4 

1996 11/4 

1997 11/4 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 
Detail  of  Positions 


Comm.  Corps, 

CO-6 

CO-5 

CO-4 

Subtotal 

Total  CO.  Salary 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

Subtotal 

Total  ES  Salary 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-9 

GS-8 

GS-7 

GS-6 

GS-5 

GS-4 

GS-3 

GS-2 

GS-1 

Subtotal 

Total  Ungraded  Positions 

Total  full-time  equivalent 
employment,  end  of  year.. 

Full-time  equivalent  (FTE) 
usage 

Average  ES  level 

Average  ES  salary 

Average  GS  grade 

Average  GS  salary 

Average  CO.  grade 

Average  CO  salary 


1995 

1996 

1997 

Actual 

Estimate 

Request 

11 

12 

12 

9 

9 

9 

1 

0 

0 

21 

21 

21 

$1,463,039 

$1,500,200 

$1,545,206 

1 

0 

0 

4 

4 

4 

1 

2 

2 

0 

0 

0 

1 

1 

1 

7 

7 

7 

$733,638 

$752,269 

$774,837 

26 

26 

26 

38 

38 

38 

39 

39 

39 

21 

21 

21 

10 

10 

10 

0 

0 

0 

19 

19 

19 

8 

8 

8 

17 

17 

17 

11 

11 

11 

4 

4 

4 

1 

1 

1 

2 

2 

2 

0 

0 

0 

0 

0 
196 

0 

196 

196 

51 


275 


267 


51 


275 


267 


51 


275 


267 


4 

4 

4 

$104,805 

$107,467 

$110,691 

11/4 

11/4 

11/4 

$39,791 

$40,802 

$42,026 

CO-6 

CO-6 

CO-6 

$69,669 

$71,438 

$73,581 
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JUSTIFICATION 


Health  Cars  Policy  and  Research 


1996 
Policv 


1997 

Estimate 


Research  on  Health  Systems 

Cost  and  Access 

HIV/AIDS  (non-add) 

(Obligations) 

Health  Insurance  6  Expenditure 

Surveys 

(Obligations) 

Research  on  Health  Care  Outcomes 

and  Quality 

(Obligations) 

Program  Support 

(Obligations) 

Total  Budget  Authority 

Total,  Obligations 


138 

$27,398,000 

138 

$  29,132,000 

— 

S*    1,734,000 

(8) 

(6,350,000) 

(5) 

(4,755,000) 

(-3) 

(-  1,595,000) 

(53,784,000) 

(48,416,000) 

(-  5,368,000) 



10,000,000 

__ 

10,000,000 

__ 



(15,000,000) 

(44,700,000) 

(+29,700,000) 

88 

39,898,000 

88 

48,241,000 

__ 

+  8,343,000 

(55,296,000) 

(48,241,000) 

(-  7,055,000) 

41 

2,327,000 

41 

2,423,000 

— 

(+   96) 



11. 327.0001 



(2.423.000) 



(+   96) 

267 

79,623,000 

267 

89,796,000 

~ 

+10,173,000 

(126,407,000) 

(143,780,000) 

(+17,373,000) 

J:  \1997\cong\ justtbl 
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General  Statement 

The  mission  of  the  Agency  for  Health  Care  Policy  and  Research  (AHCPR)  is  to 
generate  and  disseminate  information  that  improves  the  delivery  of  health 
care.   This  mission  is  unique.   AHCPR' s  research  goals  are  to  determine  what 
works  best  in  clinical  practice;  improve  the  cost-effective  use  of  health  care 
resources;  help  consumers  make  more  informed  choices;  and  measure  and  improve 
the  quality  of  care. 

The  FY  1997  Request  will  enable  AHCPR  to  provide  the  information  and  expertise 
required  to  continue  to  shape  and  enhance  the  health  care  system  and  improve 
the  effectiveness  and  appropriateness  of  health  care. 

Budget  Authority $  84 ,  000 ,  000 

Trust  Fund  Transfer 5.796.000 

Subtotal 89,796,000 

One-percent  Evaluation  Funds S3.984.000 

Total,  Program  Level $143,780,000 

In  the  FY  1997  Request,  AHCPR' s  budget  activity  titles  have  been  changed  to  be 
more  reflective  of  today's  rapidly  changing,  market  driven  health  care  system. 


Research  on  Health  Care  Costs, 
Quality  and  Access  (CQA) 

National  Medical  Expenditure 
Survey  3  (NMES  3) 


Medical  Treatment  Effectiveness 
Program  (MEOTEP) 


Program  Support 


CURRENTLY 


Research  on  Health  Care  Systems 
Cost  and  Access  (HCSCA) 

Health  Insurance  and  Expenditure 
Surveys  (HIES) [ includes  Medical 
Expenditure  Panel  Survey s-MEPS ] 

Research  on  Health  Care  Outcomes 
and  Quality  (HCOQ) 

Program  Support 


The  Research  on  Health  Care  Systems  Cost  and  Access  program  funds  research 
that  develops  the  analyses  and  tools  needed  to  improve  the  functioning  of  the 
health  care  system.   HCSCA  funded  research  identifies  the  most  effective  and 
efficient  approaches  to  organize,  deliver,  finance,  and  reimburse  health  care 
services;  determines  how  the  structure  of  the  delivery  system,  financial 
incentives,  market  forces,  and  better  information  affects  the  use,  quality, 
and  cost  of  health  services;  and  facilitates  the  translation  of  research 
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findings  for  the  use  of  key  participants  in  the  health  care  system,  i.e. 
providers,  patients/consumers,  plans,  purchasers,  and  policy  makers. 

AHCPR's  Health  Insurance  and  Expenditure  Surveys  provide  public  and  private 
sector  decision  makers  with  the  ability  to  obtain  timely  national  estimates  of 
health  care  use  and  expenditures,  private  and  public  health  insurance 
coverage,  and  the  availability,  costs,  and  scope  of  private  health  insurance 
benefits  among  the  U.S.  population.   This  activity  also  provides  analysis  of 
changes  in  behavior  as  a  result  of  market  forces  or  policy  changes  on  health 
care  use,  expenditures,  and  insurance  coverage;  develops  cost/savings 
estimates  of  proposed  changes  in  policy;  and  identifies  the  impact  of  changes 
in  policy  for  key  subgroups  of  the  population  (i.e.  who  benefits  and  who  pays 
more).   Currently,  these  objectives  are  accomplished  through  the  fielding  of 
the  Medical  Expenditure  Panel  Surveys  (HEPS),  an  interrelated  series  of 
surveys  that  replace  the  National  Medical  Expenditure  Survey  (NMES). 

The  Research  on  Health  Care  Outcomes  and  Quality  Program  funds  research  that 
determines  what  works  best  in  medical  care  by  increasing  the  cost 
effectiveness  and  appropriateness  of  clinical  practice;  supporting  the 
development  of  tools  to  measure  and  evaluate  health  outcomes,  quality  of  care, 
and  consumer  satisfaction  with  health  care  system  performance;  and 
facilitating  the  translation  of  information  into  practical  uses  through  the 
development  and  dissemination  of  research  databases,  information  technology, 
and  strategies  for  provider  and  patient  education. 

Over  the  past  several  years,  private  market  forces  have  acted  to  transform  the 
country's  medical  care  system.   Major  trends  include  cost  cutting,  increasing 
competition  within  and  among  all  sectors  of  the  delivery  system,  and 
continuing  consolidation  of  providers  and  payers.   While  these  trends  have 
resulted  in  reductions  in  the  rate  of  increase  of  health  care  expenditures, 
they  have  also  raised  questions  about  the  impact  on  the  quality  and 
appropriateness  of  health  care  and  the  choices  available  to  consumers.   These 
rapid  and  far-reaching  changes  drive  the  need  for  an  increased  amount  of 
scientifically  derived,  accurate  information  for  understanding  the  structure 
and  organisation  of  health  care  and  the  multiple  factors  influencing  health 
care  costs,  quality,  value  and  effectiveness.   AHCPR  is  responding  to  the  need 
by  funding  research  on  health  care  issues  such  as  patient  outcomes,  cost 
effectiveness  of  health  care  services  and  procedures,  managed  care  quality  and 
costs,  and  consumer  choice. 


AHCPR'S  RESEARCH  HELPS  REDUCE  COSTS  AND  IMPROVE  QUALITY 

AHCPR's  research  has  addressed  9  of  10  inpatient  diagnoses  most  expensive  to 
the  Medicare  program,  analysing  the  effectiveness  and  costs  of  treatment. 
AHCPR  funded  research  also  studies  the  costly  side  effects  of  illnesses  and 
conditions  that  disproportionately  affect  the  Medicare  population. 

Systematic  evaluation  of  national  implementation  of  research  findings  has  not 
been  conducted  because  such  research  would  be  difficult,  complex  and  costly, 
but  there  is  growing  evidence  that  AHCPR- supported  research  and  guidelines 
that  incorporate  research  findings  are  gaining  acceptance  in  medical  practice. 
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For  instance,  AHCPR-supported  research  led  to  instruments  that  measure  a 
patient's  degree  of  independence  in  activities  of  daily  living  as  well  as 
cognitive  and  social  functioning.   To  cite  one  example,  a  California  HMO,  FHP 
Inc.,  has  used  these  measures  a-  tools  to  identify  the  most  frail  and  high- 
cost  elderly  members  in  the  health  plan  and  to  target  interventions  for  this 
population.   Since  the  program's  introduction  in  1993,  the  health  plan  has 
saved  an  average  of  $800  per  case,  and  over  $4  million  in  Long  Beach  and 
Orange  Counties.1  Currently  about  ten  percent  of  the  Medicare  population  is 
enrolled  in  managed  care,  including  HMO's  such  as  FHP  Inc.,  and  the  number  is 
growing  rapidly. 

Another  example  of  the  acceptance  of  AHCPR-supported  research  and  guidelines 
based  on  that  research  is  the  Group  Health  Association  of  America's  Annual  HMO 
Performance  Survey  for  1994.   The  Survey  found  that  a  growing  percentage  of 
managed  care  plans  are  promoting  the  use  of  guidelines  among  their  providers 
and  about  half  (40. 8%) are  using  AHCPR  guidelines  as  blueprints  for  their  own 
documents.2 

The  cost  savings  projected  in  the  following  examples  are  not  all  specific  to 
Medicare,  but  given  the  heavy  concentration  of  these  conditions  among  the 
elderly,  savings  could  fall  to  the  Medicare  program.   Any  cost  savings  depend 
on  research  findings  being  adopted  consistently  and  accurately  in  clinical 
practice.   Although  data  are  presently  unavailable  on  which  to  base  a 
generalizable  estimate  of  physician  use  of  AHCPR-supported  research  findings, 
the  following  examples  are  based  on  an  adoption  rate  of  20  percent  for  AHCPR- 
supported  research  findings. 

•  Foot  infections  in  diabetics:  Prompt  antibiotic  therapy  can  reduce 
diagnostic  costs.   There  are  up  to  848,000  serious  foot  infections  in 
diabetics  each  year,  leading  to  56,000  amputations  annually.   AHCPR- 
supported  research,  published  recently  in  the  Journal   of   the  American 
Medical   Association,    shows  that  early  detection  and  antibiotic  treatment 
enhance  quality  of  life  and  reduce  radiologic  testing.   Avoiding  x-rays 
or  magnetic  resonance  imaging  in  favor  of  immediate  antibiotic  treatment 
can  reduce  costs  an  average  of  $120  per  case  without  negative  impact  on 
patient  care.   Potential  annual  savings  could  exceed  $20  million  if  20 
percent  of  treatments  began  with  antibiotic  therapy  rather  than 
immediate  radiological  testing. 

•  Stroke:  Appropriate  therapy  could  prevent  aany  strokes.  Stroke  is  the 
third  leading  cause  of  death  in  the  U.S.  costing  more  than  $33  billion 
annually  for  recovery,  rehabilitation,  and  vocational  disability.   AHCPR 
research  showed  ways  to  prevent  many  strokes  in  patients  over  65, 
thereby  saving  up  to  $660  million  yearly  by  extending  appropriate 
anticoagulation  therapy  to  all  eligible  patents.   If  clinical  practice 
were  to  adopt  these  findings  for  even  20  percent  of  the  eligible 


^Private  Sector  Use  of  AHCPR-Supported  Quality  and  Outcomes  Measurement 
Tools  and  Clinical   Information  Systems,    Lisa  Lopez,  Chaac  Communications, 
1995. 

^Report   on  Medical   Guidelines   &   Outcomes   Research,  December  1994. 
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patients,  potential  savings  to  the  elderly  population  could  reach  $132 
million  annually. 


End-stage  renal  disease  (ESRD);  Painkiller  can  double  the  risk. 

Virtually  all  patients  suffering  chronic  kidney  failure  qualify 
automatically  for  Medicare  coverage,  and  the  ESRD  program  costs  are 
growing  faster  than  other  Medicare  expenses.   AHCPR  research  found  that 
Medicare  could  save  $500  million  to  $700  million  a  year  by  limiting 
consumption  of  acetaminophen  by  persons  with  underlying  kidney  disease 
thereby  reducing  the  risk  of  kidney  damage.   Even  at  a  20  percent 
adoption  rate,  these  recommendations  could  save  the  Medicare  ESRD 
program  $100  million  to  $140  million  annually. 


Lymphedema  pumps:  More  expensive,  not  more  effective.   AHCPR 's 
assessment  of  lymphedema  pumps  found  that  devices  costing  $198  work  just 
as  well  as  those  costing  $1,400.   Reimbursement  solely  for  the  least 
expensive  pump  could  have  saved  the  Medicare  program  more  than  $12 
million  of  the  $17  million  it  spent  for  these  pumps  in  1991.   At  a  20 
percent  adoption  rate,  potential  Medicare  savings  could  reach  $2.4 
million  annually. 

Diabetes  and  pregnancy:  Enhanced  care  saves  over  $2,400  per  case.   About 
17,800  babies  are  born  each  year  to  diabetic  women,  with  a  high  risk  of 
complications  facing  both  mother  and  child.   An  AHCPR  researcher,  with 
collaborators,  published  a  modeling  study  showing  the  potential  savings 
of  enhanced  prenatal  care  for  pregnant  diabetics.  Overall  health  care 
costs  were  projected  to  drop  by  $2,456  per  case  (1995  dollars).   This 
implies  a  net  savings  of  over  $43  million  annually  if  pre-conception 
care  and  enhanced  prenatal  care  were  adopted  universally  for  these  women 
or  over  $8.5  million  if  20  percent  of  eligible  women  received  this  care. 


Table  2.  The  potential  cost 

impact  of  selected  AHCPR  research 

Subject 

Adoption 
rate 

Potential  annual  savings 

Foot  Infections  in 
Diabetics 

20% 

$20.0  million  (1993  dollars) 

Stroke 

20% 

$132  million  (1993  dollars) 

End-stage  renal  disease 

20% 

$100-140  million  (1994 
dollars) 

Lymphedema  pumps 

20% 

$2.4  million  (1992  dollars) 

Diabetes  and  Pregnancy 

20% 

$8.5  million  (1995  dollars) 

SOURCE:  Setter  Quality  Can 
(Rockville,   MD:    AHCPR,    1995) 

Comt  L»mm:   Th 

t   Evolving   Role   of  AHCPR 
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FY  1997  REQUEST 

The  FY  1997  Request  totals  $143,780,000,  an  increase  of  $17,373,000  over  the 
FY  1996  policy  level  of  $126,407,000.   Included  in  this  total  is  $44,700,000 
to  fund  the  Medical  Expenditure  Panel  Survey  (HEPS),  an  increase  of 
$29,700,000  over  the  1996  level  of  $15,000,000. 

heps,  an  interrelated  series  of  surveys  that  replaces  the  National  Medical 
Expenditure  Survey,  will  not  only  update  information  that  was  last  collected  a 
decade  ago  in  FY  1987  but  it  will  also  provide  more  timely  data,  at  a  lower 
cost  per  year,  through  the  move  to  an  ongoing  data  collection  effort. 
No  other  surveys  supported  by  the  Federal  Government  or  the  private  sector 
provide  this  level  of  detail  regarding:  the  health  care  services  used  by 
Americans  at  the  household  level  (for  families  and  individuals);  the  cost, 
scope,  and  breadth  of  private  health  insurance  coverage  held  by  and  available 
to  the  U.S.  population;  and  the  specific  services  that  are  purchased  through 
out-of-pocket  and/or  third-party  payments. 

This  level  of  detail  enables  public  and  private  sector  economic  models  to 
develop  national  and  regional  estimates  of  the  impact  of  changes  in  financing, 
coverage,  and  reimbursement  policy  and  estimates  of  who  benefits  and  who  bears 
the  cost  of  a  change  in  policy.   No  other  surveys  provide  the  foundation  for 
estimating  the  impact  of  changes  on  different  economic  groups  or  special 
populations  of  interest,  such  as  the  poor,  elderly,  veterans,  the  uninsured, 
or  racial/ethnic  groups.   That  is  why  these  surveys  have  always  been  seen  as  a 
critical  national  resource  by  the  private  sector  (e.g.  RAND,  Heritage 
Foundation,  Lewin-VHI,  and  the  Urban  Institute)  as  well  as  the  public  sector 
(e.g.  Office  of  Management  and  Budget  (OMB),  Congressional  Budget  Office 
(CBO) ,  Physician  Payment  Review  Commission  (PPRC),  Prospective  Payment 
Assessment  Commission  (ProPAC),  and  the  Treasury  Department). 

At  the  FY  1997  Request  level  some  combination  of  a  reduction  to  ongoing  grants 
and  contracts  and  defunding  of  selected  projects  will  be  required.   Depending 
on  the  final  FY  1996  appropriation  and  review  of  existing  projects,  a  very 
small  number  of  new,  high  priority  projects  may  be  initiated. 
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Research  on  Health  Care  Syntgrna  Coal:  and  Accena 

Authorising  Legislation  -  Title  IX  and  Section  301  of  the  Public  Health 
Service  Act  (PHSA). 

Increase 
1995                1996                1997                  or 
Actual  Policy  Estimate  Decrease 

fte     aa     £X£     aa     eee     aa     he     aa 

138   $62,219,000    138   $53,784,000    138    $48,416,000    --   -$5,368,000 


FY  1997  Authorization PHSA  Title  IX  expired  September  30,  1995 

PHSA  Section  301  Indefinite 


Purpose  and  Method  of  Operation 

The  purpose  of  the  Research  on  Health  Care  Systems  Cost  and  Access  program  is 
to  develop  the  analyses  and  tools  that  are  needed  to  improve  the  functioning 
of  the  health  care  system  by: 

•  identifying  the  most  effective  and  efficient  approaches  to  organize, 
deliver,  finance,  and  reimburse  health  care  services, 

•  determining  how  the  structure  of  the  delivery  system,  financial 
incentives,  market  forces,  and  better  information  affects  the 
utilization,  quality,  and  cost  of  health  services,  and 

•  facilitating  the  translation  of  research  findings  for  the  use  of  key 
actors  in  the  health  care  system:  providers,  patients/consumers,  plans, 
purchasers,  and  policy  makers. 

The  Health  Care  Systems  Cost  and  Access  encompasses  a  variety  of  research 
areas  including:  consumer  decision  making;  the  health  care  marketplace; 
primary  care;  managed  care;  rural  health  services  and  AIDS  health  services. 

RESEARCH  GRANTS  AMD  CONTRACTS  supported  by  AHCPR  provided  the  foundations  for 
major  changes  in  health  care  financing  systems,  the  measurement  of  health  care 
quality,  and  the  development  of  information  systems  that  improve  the  delivery 
of  health  care  services.   Research  supported  in  PY  1996  includes: 

•     An  Experiment  to  Encourage  Planning  for  Critical  Care 

(University  of  Southern  California)  The  effectiveness  of  a 
comprehensive  program  to  promote  care  planning  and  the  use 
of  advance  directives,  using  a  community-based  approach; 
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Economic  Effect*  of  Rural  Hospital  Closure  (Univarsity  of 
South  Carolina)  The  effects  of  hospital  closure  on  the 
economy  of  small  rural  communities,  including  the 
availability  of  physicians; 

Managed  Care  Physician  Referral  and  Medical  Outcomes 
(University  of  Washington)  How  managed  care  affects 
physicians'  referral  practices  and  associated  costs  and 
whether  quality  of  care  suffers  as  a  result  of  constraints 
on  referrals  imposed  by  managed  care  plans; 

Physicians'  Responses  to  Medicare  Schedule  Pee  Changes 
(Georgetown  University)  The  extent  and  nature  of  physician 
response  to  reduction  in  Medicare  fees  for  four  common 
surgical  services:  cataract  extraction;  hip  and  knee 
replacement;  and  hip  fracture  repair. 


CONSUMER  DECISION  MAKING 

In  PY  1996,  AHCPR  is  supporting  a  major  initiative  to  assist  consumers  in 
selecting  high  quality  health  plans  and  services.   The  project,  entitled  the 
Consumer  Assessments  of  Health  Plane  Study  (CAHPS),  consists  of  cooperative 
agreements  totaling  $10  million  over  five  years  with  three  consortia  headed  by 
the  Research  Triangle  Institute,  the  RAND  Corporation,  and  Harvard  University. 

Surveys  by  objective,  non-government  polling  firms  have  shown  that  most 
Americans  would  like  to  have  more  information  to  help  them  choose  hospitals, 
doctors,  and  health  care  plans.   CAHPS  brings  together  the  nation's  top 
experts  in  patient  satisfaction  and  survey  research  to  develop  and  test  the 
best  methods  for  measuring  consumers'  satisfaction  with  their  health  plans  and 
methods  for  getting  the  results  to  consumers. 


'Consumers  who  are  trying  to  choose  health  plans  that  best  meet  their  needs 
want  to  know,  and  need  to  know,  about  current  plans  members'  experience 
with  the  plans.   We  expect  the  CAHPS  effort  will  produce  a  high-quality 
broadly  accepted  set  of  questionnaires  and  ways  of  reporting  results, 
enabling  consumers  to  compare  plans  on  a  uniform  footing  nationwide.' 

Robert  M.  Krughoff 

President,  Center  for  the  Study  of  Services 

Checkbook  Magazine 
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Several  fundamental  questions  provide  the  basis  for  each  survey  item  to  be 
developed  under  CAHPS  including:  "How  will  this  information  help  consumers 
spend  their  health  care  dollars  more  effectively?"  and  "How  will  this  empower 
consumers  to  choose  high-quality  plans  at  a  cost  and  coverage  level 
appropriate  for  their  budgets  and  families?" 

The  project  also  will  help  managed  care  organizations  with  their  efforts  to 
provide  high-quality  care. 


"We  know  that  virtually  all  Health  Maintenance  Organizations  depend 
on  patient  satisfaction  surveys  for  continuous  quality 
improvement.   The  AHCPR  research  investment  in  systems  to  measure 
patient  satisfaction  will  improve  health  care  quality  and 
services." 

Karen  Ignani 

President,  American  Association  of  Health  Plans 


In  FY  1996  AHCPR  also  will  continue  three  consumer  information  projects  funded 
under  the  Small  Business  Innovation  Research  program.   These  projects  are 
developing  computer  software  and  other  materials  to  help  consumers  make 
informed  choices  about  health  care  plans  and  providers. 

At  the  state  level,  AHCPR  is  providing  assistance  to  Oregon  in  developing  a 
scorecard  for  consumer  use  in  selecting  health  care  plans  and  providers. 
AHCPR 's  regional  Rural  Center  at  the  University  of  Washington  and  its 
subcontractor,  Oregon  Health  Sciences  University,  Portland,  are  carrying  out 
this  collaborative  project. 

The  project  will  test  several  scorecard  formats  based  on  the  needs  of 
participants  of  the  Oregon  Health  Plan,  a  State-supported  health  insurance 
program  that  provides  universal  access  to  health  care  by  low  income  residents. 
Beyond  helping  Oregon  achieve  its  public  health  policy  goals,  this  project 
will  develop  the  science  base  for  a  State-wide  scorecard  that  can  be  adapted 
by  other  States. 


IMPROVING  THE  HEALTH  CARE  MARKETPLACE 

Decisions  by  consumers  and  their  families,  practitioners  and  providers  have 
significant  effects  on  cost,  access,  quality  of  care,  and  patient  outcomes. 
Understanding  changes  in  the  supply  and  demand  sides  of  the  health  care  market 
is  important  in  assessing  their  impact.   The  biggest  barrier  to  evaluating  the 
effects  of  health  care  market  structure  is  the  lack  of  suitable  data. 

In  FY  1996,  AHCPR  is  supporting  ten  projects  on  Market  Forces  in  a  Changing 
Health  Care  System.   These  projects  will  examine  how  changes  in  the  structure 
of  defined  markets  have  affected  the  way  health  care  providers  produce  and 
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deliver  care  and  the  price,  distribution,  and  quality  of  services  available. 
There  is  limited  factual  information  about  the  types  of  market  structures  and 
organizations  that  are  now  emerging  in  the  health  care  sector.   Even  less  is 
known  about  how  these  structures  are  influencing  the  competitive  strategies  of 
health  providers  and  insurers,  the  quality  and  types  of  care  available  in  the 
market,  or  the  price  and  equitable  distribution  of  services.   The  formulation 
of  public  policy  to  deal  with  these  changes  depends  upon  a  better 
understanding  of  what  structural  and  behavioral  changes  are  taking  place  in 
these  markets,  how  and  why  these  changes  are  occurring,  and  their 
implications.   This  information  also  is  of  importance  to  private  sector 
decision  makers. 

The  research  conducted  through  this  initiative  will  provide  greater 
understanding  of  emerging  financing  and  organizational  arrangements,  such  as 
managed  care  organizations  and  hospital/phyBician/nursing  home  alliances,  and 
their  effects  on  access,  cost,  and  quality  of  care.   A  table  listing  these 
projects  is  on  page  39. 


PRIMARY  CARE 

Primary  care  is  the  most  frequent  site  of  health  care  delivery,  and  the  source 
of  most  referrals  to  secondary  and  tertiary  care.   AHCPR's  research  in  this 
area  focuses  on  the  processes  of  referrals  and  consultations  by  primary  care 
clinicians  and  on  variations  in  referral  patterns.   Research  also  evaluates 
strategies  that  lead  to  changes  in  provider  behavior. 

In  FY  1996  AHCPR  supports  primary  care  research  including: 

•  Policy  Implications  of  Primary  Care  Practice  Patterns 
(Massachusetts  General  Hospital)  A  study  analyzing  over  20 
years  of  survey  information  on  office-based  primary  care 
with  the  goals  of  helping  to  improve  the  training  of 
practitioners  of  adult  primary  care,  informing  efforts  to 
make  primary  care  practice  more  attractive,  and  predicting 
the  effects  on  primary  care  of  changes  in  the  organization 
and  financing  of  health  care  services ; 

•  Effects  of  Specialty  on  Primary  Care  Practice  in  an  HMO 
(Kaiser  Research  Foundation,  Oakland  California)  A  study 
comparing  the  costs  and  quality  of  primary  care  delivered  by 
different  types  of  physicians  -  family  physicians,  general 
internists  and  medical  specialists  -  within  a  health 
maintenance  organization; 

•  Prenatal  Care  Barriers  for  low  and  Moderate  Income  woman 
(University  of  California,  San  Francisco)   A  study  to 
determine  the  effectiveness  of  expansions  in  Medicaid 
coverage  for  pregnant  women  on  improvements  in  birth 
outcomes; 

e     Cervical  Cancer — Success  in  Sight  (AHCPR)  A  study  testing 
the  effect  of  an  interactive  CD  designed  to  decrease 
cervical  cancer  by  improving  the  frequency  and  quality  of 
screening  for  patients  in  community  health  centers. 
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•      Iapleatentation  of  Guidelines  in  a  Large  Group  Modal  (Kaisar 
Research  Foundation  Oakland,  California)  Several  atudiea 
testing  the  ef fectiveneaa  of  different  approachea  to 
implementing  AHCPR  clinical  practice  guidelines  on  the 
proceaaea  and  outcomes  of  care. 

MANAGED  CARE 

Managed  care  research  supported  by  AHCPR  provides  a  greater  understanding  of 
the  rapid  financial  and  organizational  changes  occurring  in  the  U.S.  health 
care  system.   Understanding  these  changes  and  informing  policy  makers  of  their 
effects  on  the  access,  costs,  and  quality  of  health  care  is  an  important  goal 
pursued  through  research  such  as: 

•     Detection  and  Treatment  of  Depression  in  a  Largs  HMO (University  of 

Arisona)  This  study  is  exploring  differences  between  internal  medicine 
and  family  practice  physicians  in  detecting  and  treating  patients  with 
major  depression.   The  specific  aims  of  this  study  are  to  compare 
differences  in  detection  rates  of  depression  between  the  two  types  of 
physicians,  compare  treatment  methods  between  the  two  groups,  compare 
health  care  reaource  uae  by  depreaaed  patients  of  these  two  groups  and 
compare  health  care  reaource  uae  of  detected  veraua  nondetected 
depressed  patients  within  and  between  the  two  groups  of  physiciana. 

a     Continuity  and  Coordination  of  Medicaid  Care  (John  Hopkins)  Chronically 
ill  patients  in  managed  care  plana  had  better  acceaa  to  care  than 
patients  in  fee-for-service  plana,  but  their  care  waa  not  as 
comprehensive,  they  waited  longer  for  care,  and  physician-patient 
continuity  was  leas  in  a  atudy  of  1,200  patienta  in  three  citiea. 


Physician  Profiling 

Profiling  of  physicians'  practices  has  the  potential  to  provide  information 
about  coats,  service  utilization,  and  quality  of  care.   By  focusing  on 
patterns  of  care  rather  than  individual  canes,  epidemiologic  methods  are  used 
to  compare  practice  patterns  of  individual  physicians  or  groups  of  physiciana. 
Profiling  can  be  efficient  and  nonintrusive  by  uaing  available  administrative 
and/or  medical  record  data.   The  information  can  be  uaed  by  physicians 
themselves  to  motivate  quality  improvement  efforts,  by  health  plana  to 
identify  high  quality  providera,  and  by  policy  makers  to  understand  the  coata 
of  regional  variationa  in  medical  care  delivery. 

As  more  Americana,  particularly  public  beneficiaries,  enroll  in  managed  care, 
an  area  of  great  intereat  ia  appropriate  acceaa  to  apecialty  care.   Moat 
managed  care  plana  provide  incentivea  to  primary  care  physicians  to  discourage 
exceaaive  referral  to  specialiata,  yet  there  ia  no  data  on  the  impact  of  theae 
incentives.   Many  plana  routinely  monitor  apecialty  referral  rates,  but  it  is 
not  clear  whether  this  is  a  valid  indicator;  whether  thia  ahould  be  done  on  a 
diaeaae-specific  faahion  or  can  be  aggregated  acroaa  multiple  reasons  for 
referral.   AHCPR  convened  a  conference  in  September  1995,  -Research  at  the 
Interface  of  Primary  and  Specialty  Care*  and  will  publish  a  targeted 
solicitation  shortly  to  addreaa  research  issues  in  this  area. 
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RURAL  HEALTH  SERVICES  RESEARCH 


During  FY  1996,  AHCPR  will  continue  to  fund  five  specialized  centers  for  rural 
health  services  demonstrations  in  Iowa/Nebraska,  Maine,  West  Virginia,  Arizona 
and  Oklahoma.   Many  recent  health  care  innovations  such  as  managed  care  are 
available  in  metropolitan  areas  but  are  frequently  unavailable  to  rural 
populations.   The  Centers  are  conducting  demonstrations  of  innovations  in  the 
delivery  of  health  care  services  in  rural  areas.   Rural  populations  are  in 
poorer  health  than  urban  populations  and  experience  limited  public 
transportation,  higher  unemployment  rates,  and  a  shortage  of  health  care 
professionals.   The  new  systems  would  make  primary  care  and  preventive 
services  more  available  to  rural  residents  through  managed  care  arrangements 
and  innovative  information  and  communication.   The  new  rural  health  care 
systems  will  provide  valuable  data  about  health  care  costs  and  other  issues 
that  will  help  health  care  administrators  improve  the  quality  of  rural  health 
services.   A  detailed  table  listing  the  demonstration  centers  is  on  page  40. 


HEALTHCARE  COST  AND  UTILIZATION  PROJECT  (HCUP) 

As  part  of  the  third  phase  of  the  Healthcare  Cost  and  Utilization  Project 
(HCUP-3),  in  August  1995,  AHCPR  announced  the  first  release  of  data  from  its 
new  Nationwide  Inpatient  Sample  (NIS  Release  1),  a  powerful  source  of  highly 
detailed  information  on  patient  care  and  hospital  services  in  U.S.  community 
hospitals  between  1988  and  1992.   These  data  have  been  translated  into  a 
uniform  format  and  are  available  in  CD-ROM  and  datatape  versions. 

The  Nationwide  Inpatient  Sample  and  its  companion,  the  State  Inpatient 
Database  (SID),  cover  almost  half  of  all  hospital  discharges  in  the  Nation, 
and  can  be  used  by  a  wide  array  of  researchers  working  in  both  the  public  and 
private  sectors  including  hospital  and  nursing  home  chains,  managed  care 
corporations,  business  coalitions,  hospital  consultants,  and  labor  unions. 
These  two  databases  were  developed  through  a  public-private  partnership  with 
State  governments  and  private-sector  organizations,  such  as  the  American 
Hospital  Association  and  State  hospital  associations. 

The  project  reached  its  original  goal  of  obtaining  participation  from  22 
states  and  hospital  associations.   Data  has  been  received  from  20  of  these 
organizations. 

AIDS  RESEARCH 

AHCPR  supports  the  HIV  Cost  and  Services  Utilization  Study  (HCSUS),  a  large- 
scale  study  that  assists  in  health  care  policy  making  by  providing  vital 
information  on  costs  and  services  resulting  from  health  care  delivery  to  the 
HIV-infected  persons.   In  addition  to  cost  and  utilization  data,  HCSUS  will 
collect  primary  data  about  access  and  barriers  to  care  in  different  geographic 
locations  and  health  care  delivery  system  settings.   It  will  provide  current 
information  about  relevant  demographic  and  socioeconomic  variables  (e.g., 
race,  gender,  insurance  status,  income,  education,  exposure  category).   The 
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HCSUS  will  collect  data,  on  a  nationally  representative  scale,  of  HIV  infected 
persons  over  an  extended  period  of  tine.   The  study  will  enable  enhanced 
analyses  of  the  longitudinal  effect  of  various  treatment  modalities  and  should 
have  better  general ir ability  than  is  possible  to  obtain  through  studies  of  a 
single  population  group,  at  a  single  health  care  delivery  setting  in  one 
location.   The  HCSUS  is  funded  through  a  cooperative  agreement  with  RAND  for 
four  years  beginning  in  FY  1994.  The  National  Institute  of  Mental  Health, 
National  Institute  of  Drug  Abuse  and  the  Health  Resources  and  Services 
Administration  have  provided  support  for  HCSUS  through  interagency  agreements. 


DISSEMINATION  ACTIVITIES 

AHCPR  promotes  widespread  distribution  and  assimilation  of  its  information  and 
research  products  through  a  variety  of  dissemination  methods  including: 
publication  in  professional  journals;  provider  and  consumer  materials  (e.g. 
Check-up  on   Your  Health  Insurance  Choices,   HMES  Highlights  and  Research  Notes 
from  the  Health  Care  Cost   and  Utilization  Project  Databases) ;    press 
conferences;  interviews  and  story  placement  with  the  medical/trade  press;  and 
articles  in  the  popular  press.  Without  an  aggressive  and  highly  effective 
dissemination  program,  AHCPR  cannot  accomplish  its  Strategic  Plan  goals. 

The  User  Liaison  Program  (ULP)  synthesizes  and  disseminates  research  findings 
to  state,  Federal,  and  local  policymakers  in  easily  understood  and  usable 
formats.   The  ULP  plays  a  key  role  in  AHCPR' s  efforts  to  support  capacity- 
building  for  public  health  at  the  state  and  local  level  through  policy- 
thematic  workshops,  skill-building  workshops,  and  technical  assistance. 

Examples  of  the  types  of  issues  the  ULP  has  addressed  include: 

e  Health  care  workforce  •   Workers'  compensation 

•  Persons  with  disabilities  and       •  Medical  liability 
state  health  care  reform 


•  Managed  care  and  integrated 
systems 

•  Assuring  access  to  the  poor 
and  underserved  under  managed 
care 


e   Structuring  health  care 

markets  and  purchasing 

cooperatives 
e  Rural,  urban,  and  child  health 

(including  kids  with  special 

care  needs) 


•  Integrated  state  health  information  •  Disease  prevention  and  health 

systems  promotion 

•  Long  term  care 
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In  addition,  the  ULP  has  worked  closely  with  organizations  serving  the 
information  needs  of  state/local  officials  such  as  the  Association  of  State 
and  Territorial  Health  Officials  (ASTHO) ,  the  National  Association  of  County 
and  City  Health  Officers  (NACCHO),  the  National  Association  of  Counties  (NAC), 
the  Association  of  State  and  Territorial  Directors  of  Health  Promotion  and 
Public  Health  Education  (ASTDHPPHE),  and  the  Association  of  Maternal  and  Child 
Health  Programs  (AMCHP)  by  conducting  and  developing  educational 
programs /materials  for  their  members. 

Among  AHCPR's  technical  assistance  activities  are  the  ULP's  series  of  skill- 
building  workshops  for  new  state  legislators  and  Governors'  staff  on 
"Improving  Health  Care  Systems:   Issues  and  Opportunities  for  the  States,"  and 
"Tools  of  Policy  Analysis  and  Research."   In  addition,  at  the  request  of 
ASTHO,  the  ULP  is  providing  technical  assistance  to  a  public  health  working 
group  from  three  national  organizations  (ASTHO,  NACCHO,  and  AMCHP).   The  ULP 
is  working  with  the  organizations  to  help  them  develop  a  document  to  assist 
State  and  local  health  officials  in  assessing  their  options  and  making 
appropriate  decisions  with  respect  to  the  role  of  public  health  agencies  in 
environments  in  which  there  is  a  growing  managed  care  and  local  health 
department  presence. 

Five-Year  Funding  History 

Funding  and  FTE  levels  for  the  Research  on  Health  Care  Systems  Cost  and  Access 
program  over  the  five  year  period  prior  to  FY  1997  has  been  as  follows: 

Amount  FTEB 

1992  549,501,000  131 

(HIV/AIDS  non-add) . .         (10,135,000)  (10) 

1993  $51,949,000  140 

(HIV/AIDS  non-add)..         (  9,624,000)  (10) 

1994  $60,640,000  141 

(HIV/AIDS  non-add) ..         (10,624,000)  (10) 

1995  $62,219,000  138 

(HIV/AIDS  non-add)..         (  9,085,000)  (10) 

1996  Policy $53,784,000  138 

(HIV/AIDS  non-add)...         (  6,350,000)  (8) 
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Sources  of  Research  on  Health  Care  Systems  Cost  and  Access  funding  follow: 


Budget 

1  Percent 

Authority 

Trust  funds 

Evaluation 

Total 

1991 

35,676,000 



13,444,000 

49,120,000 

1992 

36,057,000 



13,444,000 

49,501,000 

1993 

38,745,000 



13,204,000 

51,949,000 

1994 

47,436,000 



13,204,000 

60,640,000 

1995 

49,001,000 



13,218,000 

62,219,000 

1996 

Policy   27,398,000 



26,386,000 

53,784,000 

Rationale  for  the  FY  1997  Budget  Estimate 

The  Research  on  Health  Care  Systems  Cost  and  Access  program  totals 
$48,416,000,  a  decrease  of  $5,368,000  from  the  FY  1996  Policy  level,  or  10 
percent.   This  level  includes  $4,755,000  for  AIDS.  At  this  level  some 
combination  of  a  reduction  to  ongoing  grants  and  contracts  and  defunding  of 
selected  projects  will  be  required.   Depending  on  the  final  FY  1996 
appropriation  and  review  of  existing  projects,  a  very  small  number  of  new, 
high  priority  projects  may  be  initiated. 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 
RESEARCH  ON  HEALTH  CARE  SYSTEMS  COST  AND  ACCESS 


PROGRAM  OUTPUT  DATA 


Program  Output  Data  ($0001 

EXTRAMURAL  RESEARCH 

Grants: 

Non-competing  continuations 

New  and  Renewals 

Supplementals/Restored 

Subtotal.  Extramural  Grants 

Contracts  &  lAAs 

Subtotal,  Extramural  Research 

HIV/AIDS 

Grants 

Non -competing  continuations 

New  and  Renewals 

Supplementals/Restored 

Subtotal,  HIV/AIDS  Grants - 

Contracts  &  lAAs  

Subtotal,  HIV/AIDS 

INTRAMURAL  RESEARCH 

Contracts  &  lAAs 

Subtotal,  INTRAMURAL  RESEARCH..... 

TOTAL  CQA  GRANTS  AND  CONTRACTS 

Grants: 

Non-competing  continuations 

New  and  Renewals 

Supplementals/Restored 

Subtotal,  CQA  Grants 

Contracts  &  lAAs ...... 

Total,  CQA  GRANTS  &  CONTRACTS 


Research  ManagemenL..... 
HIV/AIDS  (non-add) 


Total,  Program  Operations/Obligations 

HIV/AIDS  (non-add) 


FY  1995 
Actual 

No 

Amount 

53 
53 

$14,788 

8,710 

117 

106 

23.615 

24 

5.846 

130 

29,461 

9 
3 

6.123 

223 

0 

12 

6,346 

5 

1.143 

17 

7,489 

4 

7.300 

4 

7,300 

62 
56 

0 

20,911 

8,933 

117 

118 

29,961 

33 

1439 

151 

44,250 

17,961 
0.596) 

62£11  1/ 

(9,085) 

No 

FY1996 
Policy 
Amount 

25 
53 

78" 

$8,646 

10.286 

1,681 

20.613 

14 

4.526 

92 

25,139 

3 
0 

4,073 
0 

127 

3 

4,200 

5 

350 

e 

4,550 

4 

5.000 

4 

5,000 

28 
53 
0 

12,719 
10,286 

1,808 

81 

24313 

23 

9,876 

104 

34,689 

19,095 
0,800) 

53,784 

(6.350) 

FY  1997 

Estimate 

No 

Amount 

59 

$15,191 

0 

0 

0 

0 

59 

15.191 

15 

2.803 

74 

17,994 

2 

3.605 

0 

0 

0 

0 

2 

3,605 

4 

250 

6 

3355 

3 

6.100 

3 

6,100 

61 

18,796 

0 

0 

0 

0 

61 

18,796 

22 
83 

9,153 
27^49 

20367 

(900) 

48316 

(4,755) 

1/  Reflects  actual  obligations 
J:\1997\CONG\GENOUT97.WK3 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 
MARKET  FORCES  IN  A  CHANGING  HEALTH  CARE  SYSTEM 


GRANT  PERIOD 

GRANT 

STARTING 
DATE 

ENDING 
DATE 

UNIVERSITY  OF  ALABAMA 
Birmingham,  AL 
"Dynamics  of  Managed  Care  Strategies" 

SEPT.  30, 199S 

MAR.  31.  1997 

UNIVERSITY  OF  MINNESOTA 
Minneapolis,  MN 
"Effects  of  Horizontal  Hospital  Mergers' 

SEPT.  30,  199S 

DEC.  31,1996 

UNIVERSITY  OF  PENNSYLVANIA 

Philadelphia,  PA 

>  "Efficiency  in  Hospitals:  Do  HMOs  and  PPOs  Buy  Right?" 

SEPT.  30,  1995 

SEPT.  29,  1997 

UNIVERSITY  OF  NEBRASKA 
Medical  Center,  Omaha,  NE 
"Market  Forces  A  Rural  Health:  System  and  Consumer  impact" 

SEPT.  30,  1995 

SEPT.  29,  1997 

GEORGETOWN  UNIVERSITY 

Washington,  D.C. 

L  "Effects  of  Managed  Care  on  Physicians' 

SEPT.  30, 1995 

SEPT.  29,  1997 

CARNEGIE  MELLON  UNIVERSITY 
Pittsburgh,  PA 
"Determinants  of  HMO  Efficiency  from  1985-1994' 

SEPT.  30, 1995 

DEC.  31,1996 

UNIVERSITY  OF  ILLINOIS 
Champaign,  IL 

"The  Impact  of  Managed  Care  on  Physician  Markets" 

SEPT.  30, 1995 

SEPT.  30, 1996 

IRAND  CORPORATION 
Santa  Monica,  CA 
"Health  Care  Markets.  Managed  Care  £  Hospital  Performance' 

SEPT.  30, 1995 

SEPT.  29,  1998 

I 

VA.  COMMONWEATH  UNIVERSITY 

Richmond,  VA 

j  "The  Performance  of  Strategic  Hospital  CoHcctives' 

SEPT.  30,  1995 

SEPT.  29,  1996 

lUNIVERSITY  OF  PENNSYLVANIA 

Philadelphia,  PA 

!  "HMO  Impact  on  Integrated  Networks  and  Services' 

SEPT.  30,  1995 

MAR.  31,1997 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

RURAL  MANAGED  CARE  DEMONSTRATION  CENTERS 


Grantee:         University  of  Nebraska  Medical  Center 
University  of  Iowa 


Demonstrate  innovative  ways  of  assisting  primary  care 
practitioners  in  implementing  health  reform  measures. 


Grantee:         University  of  Maine 


Develop  and  implement  rural  managed  care  demonstrations  at 
sites  located  in  Washington  County  and  Northern 
Androscoggin/Franklin  county,  Maine. 


Grantee:         University  of  Arizona 


Expand  access  to  primary  care  services  by  increasing  the 
availability  of  managed  care  in  rural  areas. 


University  of  West  Virginia 


Sponsor  activities  to  encourage  delivery  of  high  quality,  cost 
effective  health  care  in  rural  areas  by  regional  health  care 
networks  on  a  competitive  basis. 


Grantee:  University  of  Oklahoma 


Identify  factors  associated  with  successful  implementation  of 
rural  primary  care  networks. 
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Health  Insurance  and  Expenditure  Surveva 

Authorizing  Legislation  -  Title  IX  and  Section  301  of  the  Public  Health 
Service  Act  (PHSA). 

Increase 
1995  1996  1997  or 

Actual         Policy         Estimate  Decrease 

FTE         BA        FTE      BA         FTE        BA  FTE  BA 

$  9,918,000     $10,000,000    $10,000,000       $  0 

($15,000,000)       ($15,000,000)        ($44,700,000)      (+$29,700,000) 


Purpose  and  Method  Of  Operation 

The  objectives  of  AHCPR's  Health  Insurance  and  Expenditure  Surveys  are  to 
provide  public  and  private  sector  decision  makers  with  the  ability  to: 

•  obtain  timely  national  estimates  of  health  care  use  and  expenditures, 
private  and  public  health  insurance  coverage,  and  the  availability, 
costs,  and  scope  of  private  health  insurance  benefits  among  the  U.S. 
population; 

•  analyze  changes  in  behavior  as  a  result  of  market  forces  or  policy 
changes  (and  the  interaction  of  both)  on  health  care  use,  expenditures, 
and  insurance  coverage; 

e     develop  cost/savings  estimates  of  proposed  changes  in  policy;  and 

•  identify  the  impact  of  changes  in  policy  for  key  subgroups  of  the 
population  (i.e.  who  benefits  and  who  pays  more). 

These  objectives  will  be  accomplished  through  the  fielding  of  the  Medical 
Expenditure  Panel  Surveys  (HEPS).   HEPS  is  an  interrelated  series  of  surveys 
that  replaces  the  National  Medical  Expenditure  Survey  (NMES) .   HEPS  will  not 
only  update  information  that  was  last  collected  a  decade  ago  in  FY  1987  but  it 
will  also  provide  more  timely  data,  at  a  lower  cost  per  year  of  data,  through 
the  move  to  an  ongoing  data  collection  effort. 


Overview 

AHCPR's  health  insurance  and  expenditure  surveys  collect  detailed  information 
regarding  the  use  and  payment  for  health  care  services  from  a  nationally 
representative  sample  of  Americans.   No  other  surveys  supported  by  the  Federal 
Government  or  the  private  sector  provide  this  level  of  detail  regarding:  the 
health  care  services  used  by  Americans  at  the  household  level  (for  families 
and  individuals);  the  cost,  scope,  and  breadth  of  private  health  insurance 
coverage  held  by  and  available  to  the  U.S.  population;  and  the  specific 
services  that  are  purchased  through  out-of-pocket  and/or  third-party  payments. 
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This  level  of  detail  enables  public  and  private  sector  economic  models  to 
develop  national  and  regional  estimates  of  the  impact  of  changes  in  financing, 
coverage,  and  reimbursement  policy  and  estimates  of  who  benefits  and  who  bears 
the  cost  of  a  change  in  policy.   No  other  surveys  provide  the  foundation  for 
estimating  the  impact  of  changes  on  different  economic  groups  or  special 
populations  of  interest,  such  as  the  poor,  elderly,  veterans,  the  uninsured, 
or  racial /ethnic  groups.   That  is  why  these  surveys  have  always  been  seen  as  a 
critical  national  resource  by  the  private  sector  (e.g.  RAND,  Heritage 
Foundation,  Lewin-VHI,  and  the  Urban  Institute)  as  well  as  the  public  sector 
(e.g.  Office  of  Management  and  Budget  (OHB),  Congressional  Budget  Office 
(CBO),  Physician  Payment  Review  Commission  (PPRC),  Prospective  Payment 
Assessment  Commission  (ProPAC),  and  Treasury  Department). 

During  the  past  year,  the  Department  has  initiated  a  Survey  Integration  Plan. 
The  Department  has  undertaken  a  comprehensive  review  of  its  survey  and  data 
collection  efforts  to  improve  their  effectiveness  and  efficiency.   HEPS  is  the 
result  of  that  effort.   Unlike  NHES,  which  developed  its  own  large  sampling 
frame  of  families  to  interview,  HEPS  relies  upon  an  existing  nationally 
representative  sampling  frame  developed  by  the  National  Center  for  Health 
Statistics  (NCHS)  and  it  eliminates  duplication  that  existed  with  the  Health 
Care  Financing  Administration  (HCFA)  in  surveying  the  over-65  population  in 
the  Medicare  Current  Beneficiary  Survey  (MCBS).   Finally,  HEPS  incorporates 
and  links  the  National  Health  Interview  Survey  (NHIS)  with  the  survey 
components  in  HEPS. 

HEPS  builds  upon  the  strengths  of  the  1977  and  1987  NHES  and  streamlines  the 
Department's  data  collection  efforts.   This  integration  will  assure  a  better 
return  on  the  Federal  Government ' s  investment  by  moving  from  a  periodic  survey 
once  every  ten  years  to  a  continuing  longitudinal  data  collection  effort. 
Over  time,  HEPS  will  provide  more  comprehensive  data  for  public  and  private 
sector  decision  makers. 


funding  History 
Funding  for  the  HEPS  program  prior  to  FY  1997  has  been  as  follows: 

Amount  FTEa 

1994 $10, 000, 000 

1995 $15,000,000  

1996 $15,000,000  

Sources  of  HEPS  funding  follow: 

Budget  1% 

Authority         Evaluation  lafcAl 

1994  Actual        $10,000,000        $         0        $10,000,000 

1995  Actual        $  9,918,000        $  5,082,000        $15,000,000 

1996  Policy        $10,000,000        $  5,000,000        $15,000,000 
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Rationale  for  the  FY  1997  Budget  Estimate 

The  FY  1997  request  for  HEPS  totale  $44, 700,000,  comprised  of  $10,000,000  in 
budget  authority  and  $34,700,000  in  one  percent  evaluation  funds.  The  total 
reflects  an  increase  of  $29,700,000  over  the  FY  1996  level  of  $15,000,000. 

The  additional  budget  request  for  $29,700,000  over  the  FY  1996  level  reflects 
several  factors,  including  the  costs  associated  with  any  survey  when  it  moves 
from  the  development  phase  and  early  data  collection  phase  to  the  full  data 
collection  phase  during  which  extensive  interviews  are  conducted.   The  funds 
provided  to  AHCPR  since  FY  1994  reflected  the  lower  annual  costs  of  the 
development  phase  of  these  interrelated  surveys.  The  budget  request  also 
includes  the  cost  of  resuming  the  National  Employer  Health  Insurance  Survey 
(NEHIS),  which  was  incorporated  into  the  new  HEPS  as  part  of  the  survey 
integration  initiative,  and  the  move  from  a  periodic  survey  to  a  smaller,  but 
continuing,  longitudinal  data  collection  effort. 


A  Critical  Resource 

Since  1977,  AHCPR" s  health  insurance  and  expenditure  surveys  have  been  an 
important  and  unique  resource  for  public  and  private  sector  decision  makers. 
No  other  surveys  effectively  and  efficiently  link  data  about  persons,  their 
families,  employers,  and  providers  with  data  on  health  care  use,  expenditures, 
insurance  coverage,  and  health  status. 

The  data  from  earlier  surveys  (1997  and  1987)  have  quickly  become  a  linchpin 
for  the  nation's  economic  models  and  their  projections  of  health  care 
expenditures  and  utilization.   In  the  public  sector,  OMB,  CBO,  PPRC,  ProPAC, 
and  the  Treasury  Department  among  others,  rely  upon  these  data  to  evaluate 
health  reform  policies,  the  effect  of  tax  code  changes  on  health  expenditures 
and  tax  revenue,  and  proposed  changes  in  government  health  programs  such  as 
Medicare.   In  the  private  sector,  these  data  are  used  by  many  private 
businesses,  foundations  and  academic  institutions  to  develop  economic 
projections.   These  data  represent  a  major  resource  for  the  health  services 
research  community  at  large. 

HEPS  dramatically  improves  the  value  and  cost-effectiveness  of  AHCPR 's  data 
collection  effort.   Survey  integration  means  that  HEPS  will  yield  a  broader 
array  of  data  than  NMES.   The  move  from  a  large  survey  every  ten  years  to 
following  a  smaller  cohort  of  families  on  an  ongoing  basis  has  five  primary 
benefits:  it  will  decrease  the  cost  per  year  of  data  collected;  it  will 
provide  more  timely  data  on  a  continuous  basis;  it  creates  for  the  first  time 
the  ability  to  assess  changes  over  time;  it  permits  the  correlation  of  these 
data  with  the  National  Health  Accounts;  and,  because  it  is  now  linked  to  other 
surveys,  it  yields  an  enormous  increase  in  the  analytic  power  of  all  the 
surveys . 

The  timeliness  of  the  data  provided  by  HEPS  will  enhance  the  accuracy  of  the 
economic  models  upon  which  the  Administration  and  the  private  sector  rely. 
MEPS  will  provide  concrete  and  current  insights  regarding  the  dynamics  of 
insurance  coverage,  job  lock,  the  adequacy  of  insurance  coverage,  spousal 
coverage,  health  insurance  coverage  from  multiple  sources,  and  the  sites  and 
providers  of  specific  health  care  services. 
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MAJOR  COMPONENTS  OP  MEPS 


Household  Survey  -  Six  interviews  will  be  conducted  with  9,000 
households  over  a  3-year  period  to  obtain  health  care  use, 
expenditure  and  insurance  coverage  data  for  2  consecutive  calendar 
years.   This  is  the  only  survey  that  collects  health  care 
expenditures  of  American  families. 


Medical  Provider  Survey  -  Interviews  will  be  conducted  with  2,700 
hospitals,  12,400  office-based  physicians,  300  home  health 
providers,  and  7,000  hospital-identified  physicians  to  obtain  health 
care  information  on  the  MEPS  Household  Survey  participants.   A 
separate  interview  will  be  conducted  to  obtain  information  for  each 
of  the  calendar  years  associated  with  the  MEPS  Household  Survey 
Panel.   This  survey  allows  AHCPR  to  verify  information  collected 
from  the  household  and  to  get  information  from  providers  when  it  is 
not  known  by  household  (e.g.  households  receiving  Medicaid  or  that 
are  in  capitated  plans  will  not  know  their  expenditures). 


Health  Insurance  Plans  Survey  -  Interviews  will  be  conducted  with 
9,200  employers,  300  unions,  400  insurers  to  obtain  detailed 
information  on  the  health  Insurance  benefits  and  premiums  associated 
with  health  insurance  coverage  held  by  the  MEPS  Household  Survey 
participants.   A  separate  interview  will  be  conducted  to  obtain 
information  for  each  of  the  calendar  years  associated  with  the  MEPS 
Household  Survey  Panel.   This  survey  allows  evaluation  of  insurance 
purchasing  choices  and  the  impact  of  those  choices  on  use  and  access 
to  care. 
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MAJOR  COMPONENTS  OP  HEPS  CONTINUED 


National  Nursing  Borne  Expenditure  Study  -  This  survey  will  provide 
calendar  year  expenditure  estimates  for  nursing  home  care  for 
persons  residing  in  a  nursing  home  anytime  during  1996.   In 
addition  to  making  expenditure  estimates  by  sources  of  payment,  the 
survey  estimates  changes  in  sources  of  payment  (e.g.  Medicaid)  over 
the  year.   The  design  of  the  survey  permits  expenditure  estimates 
by  important  sub-populations  including  persons  admitted  or 
discharged  during  the  year;  by  functional  health  status,  insurance 
coverage,  and  income  distributions;  and  by  characteristics  of  the 
nursing  home  residents'  care-givers  who  reside  in  the  community. 
Also,  the  survey  can  provide  estimated  physician  use,  prescribed 
medicine  use,  and  hospital  use  by  nursing  home  residents.   No  other 
national  nursing  home  survey  has  the  capability  of  uniformly 
measuring  health  status  using  data  collection  materials  based  on 
HCFA's  Resident  Assessment  Instrument  or  collecting  data  from  the 
nursing  home  residents'  next-of-kin  who  reside  in  the  community. 


National  Employer  Health  Insurance  Survey  -  Interviews  will  be 
conducted  with  42,000  establishments  to  obtain  national  and  state- 
specific  estimates  of  the  availability  of  health  insurance  at  the 
workplace,  the  type  of  coverage  provided  by  employers,  and  the 
associated  costs  of  coverage.   For  each  establishment  surveyed, 
NEHIS  will  obtain  information  on  the  number  and  characteristics  of 
plans  offered,  the  scope  and  breadth  of  benefits  included  in  each 
plan  and  the  corresponding  copayment  provisions,  the  number  of 
current  workers  and  retirees  enrolled  in  each  plan,  and  whether  each 
plan  is  fully  or  self-insured.   NEHIS  data  will  also  include 
characteristics  of  each  establishment  including  its  size,  the  type 
of  workforce  employed,  aggregate  data  on  payroll  and  available 
fringe  benefits,  industrial  classification,  and  corporate  status. 


The  information  derived  from  these  interrelated  surveys  will  enable  the 
Congress,  the  Administration,  and  other  public  and  private  sector  policy 
makers  to  evaluate  the  impact  of: 

Growing  enrollment  in  managed  care. 

Enrollment  in  different  types  of  managed  care. 

Changes  in  how  chronic  care  and  disability  are  managed  and  financed. 

Alternative  approaches  to  provision  of  long-term  care. 

Changes  in  employer-supported  health  insurance. 

Changes  in  Federal  and  State  policy. 

In  addition  to  assessing  broad  trends  such  as  these,  MEPS  will  address  a  host 
of  specific,  policy-relevant  questions.   Examples  of  these  questions  are 
outlined  as  follows. 
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SOME  SIGNIFICANT  QUESTIONS  ADDRESSED  BY  HEPS 

How  does  health  care  use  and  how  do  expenditures  vary  for: 
The  elderly? 

—  The  poor  and  near  poor? 

—  The  functionally  disabled  and  those  in  poor  health? 
Specific  health  conditions? 

Children? 

—  Specific  family  types? 
Blacks? 

—  Hispanics? 

Other  racial  and  ethnic  minorities? 

—  The  unemployed? 
The  uninsured? 

—  Those  in  institutionalized  settings? 

How  does  household  health  insurance  status  vary  by: 
Demographic  characteristics? 

—  Health  Status  of  household  members? 

—  Family  type? 
Geographic  locale? 

—  Employment  status  of  household  members  including: 

-  size  of  firm; 

-  industry; 

-  occupation; 

-  wage  level; 

-  weekly  hours  of  work; 

-  current  worker,  unemployed,  or  retiree? 

With  respect  to  private  health  insurance: 
Who  is  covered? 

who  selects  different  types  of  coverage? 
What  services  are  covered? 
What  insurance  plans  do  employers  offer? 
What  is  the  cost  of  coverage? 

—  Who  pays  for  the  coverage? 
What  benefits  are  provided? 

—  How  does  coverage  affect  use  of  services? 

—  How  does  employment  status  affect  coverage? 
How  are  the  unemployed  insured? 

With  respect  to  employers: 

What  kinds  of  employers  provide  health  insurance? 

What  kinds  of  health  plans  are  provided  by  different  types  of 

employers? 

How  many  employers  provide  their  workers  with  a  choice  of 

health  plans? 
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HEPS  will  make  a  significant  contribution  to  improving  the  accuracy  of  the 
nation's  economic  models  in  at  least  two  ways.   First,  with  each  passing  year, 
attempts  to  extrapolate  the  1987  data  to  the  current  year  are  increasingly 
subject  to  error;  current  data  are  essential  and  MEPS  will  provide  them. 
Second,  the  fact  that  this  survey  will  provide  a  third  data  series  for  these 
sophisticated  models  will  significantly  improve  their  ability  to  identify  and 
assess  trends  that  may  not  be  obvious  with  data  from  only  two  points  in  time 
(1977  and  1987).   Thus,  the  critical  importance  of  collecting  this  third 
series  of  data  in  FY  1997  cannot  be  overemphasized. 


The  Future 

Integrating  many  complex  surveys  while  decreasing  costs  and  enhancing  the 
Department's  analytic  capabilities  is  a  continuing  effort.   The  effort  will 
extend  to  include  the  Agency 'e  surveys  of  nursing  homes  and  other  medical 
providers.   It  also  haB  the  potential  to  span  across  Departments.   Efforts  are 
under  way  to  explore  the  possibility  of  the  Census  Bureau  conducting  the 
household  surveys  and  of  coordinating  with  the  Census  Bureau  and  Bureau  of 
Labor  Statistics  employer  surveys. 
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Research  on  Health  Care  Outcomes  and  Quality 


Authorizing  Legislation  -  Title  III  and  Title  IX  of  the  Public  Health  Service 
Act  and  Section  1142  of  the  Social  Security  Act 


Increase 
1995  1996  1997  or 

Actual  Policy  Estimate  Decrease 

fte        aa  fte  aa  nt        aa  hi  sa 

88   $79,743,000    88    $55,296,000   88   $48,241,000     —    -$7,055,000 


FY  1997  Authorization PHSA  Title  IX  expired  September  30,  1995 

PHSA  Section  301  Indefinite 

SSA  201(g)  Indefinite 

SSA  Title  XI  expired  September  30,  1994 


Purpose  and  Method  of  Operation 


The  purpose  of  the  Research  on  Health  Care  Outcomes  and  Quality  Program  is  to 
determine  what  works  best  in  medical  care  by: 

•  increasing  the  cost  effectiveness  and  appropriateness  of  clinical 
practice; 

e     supporting  the  development  of  tools  to  measure  and  evaluate  health 

outcomes  (including  health  status  and  health  related  quality  of  life), 
quality  of  care,  and  consumer  satisfaction  with  health  care  system 
performance;  and 

•  facilitating  the  translation  of  information  into  practical  usee  through 
the  development  and  dissemination  of  research  databases,  information 
technology,  and  strategies  for  provider  and  patient  education. 

These  objectives  are  accomplished  through  five  interrelated  program 
activities:  outcomes  and  effectiveness  research;  the  development  and 
evaluation  of  clinical  practice  guidelines;  the  development  of  science-based 
methods  for  measuring  and  improving  health  care  quality;  technology 
assessment;  and  data  development. 
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Through  the  HCOQ  program,  AHCPR  has  addressed  nine  of  the  ten  inpatient 
diagnoses  most  expensive  to  the  Medicare  program  (see  following  table), 
analyzing  the  effectiveness  and  costs  of  treatments. 

Most  costly  diagnoses,  1987:  Medicare  hospitalizations  and 
AHCPR  PORTs1  or  guidelines 


Diagnosis 
category 


I 


Billed 

1 

Charges 

Discharges 

(millions  $)  | 

(thousands) 

4,583 

771.1 

Cerebrovascular  disease'" 

3,534 

596.1 

Congestive  heart  failure2 

3,242 

561.8 

Pneumonia  and  influenza1 

3,228 

463.5 

Acute  Myocardial  infarction* 

2,675 

327.2 

Fracture  of  neck  or  femur  (hip)' 

2,075 

220.2 

Conduction  disorders  dysrhythmias1 

1,849 

326.2 

Complication  of  device  or  procedure 

1,697 

225.6 

Osteoarthritis' 

1,370 

132.2 

Biliary  tract  disease1 

1,296 

191.9 

'Patient  Outcomes  Research  Team  (PORT).  'clinical  Practice  Guideline 
SOURCES:  Andrews,  Pox,  Elixhauser,  et.  al.  1993;  AHCPR-supported 
guidelines  and  PORTs  as  of  July  1995. 


OUTCOMES  AND  EFFECTIVENESS  RESEARCH 

Outcomes  and  effectiveness  studies  evaluate  the  effectiveness  of  treatment 
strategies  to  show  how  they  affect  results  important  to  patients,  including 
quality  of  life  and  functional  status.   Patient  outcomes  research  looks  at 
treatments  applied  to  typical  patients  by  typical  practitioners  in  typical 
community  settings.  Research  findings  can  help  to  reduce  unnecessary 
procedures . 

Current  examples  of  Research  on  Health  Care  Outcomes  and  Quality  include: 

*     Treatment  Choices  and  Outcomes  in  Prostate  Cancer  (Dana-Farber 

Cancer  Institute,  Boston,  MA)  This  study  will  provide  definitive 
information  concerning  health-related  quality-of-life  outcomes  of 
patients  treated  for  early  prostate  cancer  and  the  cost  of  their 
treatment . 


49 


89 


•  JU— —  Dt  of  Febrile  Infants  Less  than  2  Months  of  Ago  (American 
Actduf  of  Pediatrics,  Elk  Oror*  Village,  XL)   Researcher e  are 
examining  variations  in  diagnosis  and  treatment  of  infants  with 
high  fevers  among  office-based  pediatricians  across  the  country 
and  how  these  differences  affect  outcomes  and  costs. 

Patient  Outcomes  Research  Teams  I  PORTS > 

PORTs  are  large  scale,  3-  to  5-year  clinical  studies  designed  to  determine 
"what  works  best*  in  clinical  treatment  for  common  diseases  and  conditions. 
PORTs  examine  clinical  problems  as  diverse  as  cataract,  prostate  disease,  and 
schizophrenia.   They  have  succeeded  in  documenting  the  current  state  of 
knowledge  for  common  clinical  practices,  identifying  areas  for  further 
research,  and  demonstrating  the  relative  benefits  of  different  interventions. 
(For  a  complete  listing  of  PORTs,  see  page  62.) 

To  date,  PORTb  are  responsible  for  well  over  400  publications  in  scientific 
journals,  and  a  very  large  number  of  presentations  to  scientific  audiences  as 
well  as  publications  in  the  popular  press.   The  following  are  some  examples  of 
original  PORT  studies: 

•  Secondary  and  Tertiary  Prevention  of  Stroke  (Duke  University 
Medical  Center)   Expanded  use  of  anticoagulation  therapy  with  the 
drug  warfarin  could  reduce  by  half  the  80,000  strokes  each  year 
due  to  atrial  fibrillation.   This  change  in  practice  could  save 
approximately  $600  million  annually. 

•  Prostate  Disease  Patient  Outcomes  Research  Team  (Dartmouth  Medical 
School)   For  men  with  benign  prostatic  hypertrophy  (BPH,  or 
enlarged  prostate),  there  is  no  objective  answer  regarding  the 
best  choice  of  treatment.   The  alternatives,  including  surgical 
treatments,  nonsurgical  treatments,  and  no  treatment,  all  have 
associated  risks  and  benefits  which  must  be  evaluated  by 
individual  patients. 

•  Low  Birth  Height  in  Minority  and  High-Risk  Homeh  (University  of 
HI  shams  at  Birmingham)   This  PORT  is  developing  a  comprehensive 
prenatal  care  intervention  for  high-risk  African  American  women  to 
reduce  the  incidence  of  premature  births  and  low  birth  weight 
babies. 

Continuing  in  1996,  AHCPR  will  support  a  set  of  projects  called  "PORT-II." 
Like  the  original  PORTs,  these  projects  were  designed  to  address  important 
clinical  and  policy-relevant  questions  about  the  effectiveness  and  cost 
effectiveness  of  alternative  clinical  strategies  used  to  prevent,  diagnose, 
treat,  or  manage  conditions  that  are  common  and  costly.  In  contrast  to  the 
comprehensive,  exploratory  scope  of  the  original  PORTs,  the  newer  projects  are 
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less  ambitious  in  scope,  but  more  ambitious  in  their  effort  to  obtain  hard 
evidence  of  effectiveness  and  cost  effectiveness.   Thus,  these  projects  start 
with  specific  hypotheses  about  the  effectiveness  of  treatments,  and  employ 
research  strategies  that  will  provide  convincing  evidence  regarding  the  links 
between  practice  and  outcomes,  and  unbiased  comparisons  of  one  treatment  with 
another.  (A  table  listing  the  PORT  II  projects  is  on  page  63.) 


Clinical  Effectiveness  Trials 

As  AHCPR's  effectiveness  research  program  has  matured,  it  has  become  clear 
that  direct  answers  to  many  clinical  effectiveness  questions  will  require 
investment  in  prospective  clinical  studies,  including  randomized  controlled 
trials.   Some  studies,  including  some  PORT-IIs,  utilize  the  randomized 
controlled  trial  research  design.   Trials  carried  out  by  AHCPR  are 
distinguished  by  the  emphasis  placed  on  the  generalizability  of  eventual 
findings  and  on  the  wide  range  of  patient  outcomes  that  are  of  interest.   The 
goal  is  for  findings  that  are  applicable  to  typical  patients  in  typical  health 
care  settings,  not  limited  to  those  selected  patients  who  receive  care  in  the 
context  of  a  tightly  controlled  research  protocol. 

An  AHCPR  supported  conference  on  hysterectomy  showed  that  there  is  little  or 
no  research  evidence  to  support  selection  of  radical  surgery  over  non-surgical 
treatments  for  non-cancerous  conditions  of  the  uterus,  while  more  than  half  a 
million  women  undergo  hysterectomies  annually  in  the  United  States  for  these 
conditions,  at  a  cost  exceeding  $5  billion.   In  FY  1996,  AHCPR  is  soliciting 
applications  and  support  effectiveness  trials  to  answer  critical  questions 
about  treatments  for  non-cancerous  uterine  conditions. 


Pharmaceutical  Outcomes  Research 

AHCPR's  Pharmaceutical  Outcomes  projects  focus  on  the  effectiveness  and  cost 
effectiveness  of  drug  therapy  and  related  services.   Distinct  from  the  kind  of 
pharmaceutical  research  done  by  the  Food  and  Drug  Administration  and  other 
Federal  agencies,  this  program  goes  beyond  questions  of  drug  safety  and 
efficacy.   The  purpose  is  to  determine  what  practices,  with  regard  to  such 
issues  as  prescribing,  patient  education,  reimbursement,  and  drug  utilization 
review,  are  associated  with  the  best  outcomes  for  patients  (including  cost) 
with  common  conditions,  in  uncontrolled,  real  world  situations.   (A  table 
listing  the  pharmaceutical  projects  is  on  page  64.) 

The  following  are  some  examples  of  important  findings  based  on  these  grants: 

•     A  research  team  at  Harvard  evaluated  the  impact  of  a  three 
prescription  per  month  cap  on  utilization  of  resources  by 
schizophrenics  supported  through  the  Medicaid  program.   The  cap 
resulted  in  immediate  reductions  in  the  use  of  antipsychotic 
drugs,  antidepressants,  lithium,  anxiolytic,  and  hypnotic  drugs. 
It  also  resulted  in  coincident  increases  of  one  to  two  visits  per 
month  to  Community  Mental  Health  Clinics,  and  dramatic  increases 
in  the  use  of  emergency  services,  but  no  increase  in 
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hospitalization.   The  estimated  average  increase  in  mental  health 
care  costs  per  patient  during  the  cap  exceeded  the  savings  in  drug 
costs  to  Medicaid  by  a  factor  of  17. 

•  A  research  team  at  Vanderbilt  School  of  Medicine  performed  a  study 
to  ascertain  whether  prior  authorization  by  State  Medicaid 
programs  for  expensive  arthritis  medications  (non-steroidal  anti- 
inflammatories, known  as  NSAIDS)  actually  saved  money  without 
causing  the  unwanted  substitution  of  other  more  toxic  drugs  or 
increased  medical  services.   They  found  that  the  prior 
authorization  program  reduced  NSAID  prescription  expenditures  by 
53  percent  over  two  years  and  saved  Tennessee  Medicaid  $12.8 
million.   There  was  no  increase  in  the  use  of  less  desirable  drugs 
or  a  concomitant  increase  in  use  of  other  medical  services. 

Research  Centers  on  Minority  Populations 

AHCPR's  Research  Centers  on  Minority  Populations  program  has  two  aims: 

•  to  support  outcomes  research  to  improve  the  appropriateness  and 
effectiveness  of  clinical  treatments  and  interventions  provided  to 
racial  and  ethnic  populations;  and 

•  to  foster  the  professional  development  of  minority  researchers  in 
health  services  research. 

Research  findings  generated  by  the  Centers  contribute  to  clinical  and  policy- 
relevant  information  on  medical  conditions  that  are  prevalent  among  minority 
populations  (e.g.,  hypertension  and  heart  disease,  diabetes,  asthma)  and 
conditions  that  may  have  different  manifestations  or  outcomes  for  minorities 
(e.g.,  birth  outcomes,  cancer,  fractures).   Additional  Center-related 
activities  include  technical  assistance  to  targeted  health  professional 
groups,  and  dissemination  of  important  research  results. 

Of  the  eleven  research  Centers  originally  supported  beginning  in  1992  and 
1993,  four  were  funded  for  a  five-year  period.   Based  on  peer  review,  these 
Centers  had  demonstrated  readiness  to  conduct  outcomes  research  and  to  provide 
training  opportunities  in  conjunction  with  proposed  research  activities. 
These  Centers  are  located  at:   Columbia  University-Harlem  Hospital,  New  York 
City;  the  University  of  California,  San  Francisco;  the  University  of  Maryland, 
Baltimore;  and  the  University  of  Texas  Health  Science  Center  at  San  Antonio. 

To  further  support  the  development  of  an  infrastructure  for  outcomes  research, 
AHCPR  funded  seven  additional  Centers  for  a  provisional  three-year  period. 
These  Centers  were  expected  to  attract  and  retain  a  core  of  multi  disciplinary 
investigators  and  to  establish  an  outcomes  research  agenda.   At  the  end  of  the 
provisional  period,  each  of  these  Centers  underwent  critical,  scientific 
review  based  on  specific  evaluation  criteria  to  determine  whether  an 
additional  two  years  support  would  be  provided.   The  successful  Centers  are 
located  at:   Henry  Pord  Hospital,  Detroit;  Morehouse  School  of  Medicine, 
Atlanta;  and  the  University  of  California,  Los  Angeles. 
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All  Centers  have  been  actively  involved  in  the  recruitment  and  training  of 
minority  investigators  to  participate  in  their  program  of  outcomes  research. 
Trainees  include  medical  residents/students,  post-doctoral  fellows,  graduate 
and  undergraduate  students.   The  University  of  California  at  San  Francisco  and 
the  University  of  Texas  Centers  have  organized  formal  mentor  programs  for 
minority  faculty  members.   These  individuals  participate  in  Center-related 
research  projects,  and  work  with  more  senior  investigators  to  plan  their  own 
outcomes  research  projects  and  to  secure  outside  funding. 

A  table  listing  the  Research  Centers  on  Minority  Populations  is  provided  on 
page  65. 


Clinical  Practice  Guidelines 

The  purpose  of  AHCPR's  clinical  practice  guidelines  program  is  to  enhance  the 
quality,  appropriateness,  and  effectiveness  of  health  care.   In  addition  to 
the  development  of  guidelines  and  guideline-based  tools  for  quality 
improvement,  AHCPR  supports  research  into  strategies  for  disseminating 
guidelines  and  studies  focusing  on  the  implementation  of  guidelines  and  the 
evaluation  of  their  use  by  a  variety  of  providers  and  consumers. 

To  date  AHCPR  has  arranged  for  the  development  of  22  science-based  clinical 
practice  guidelines  that  address  some  of  the  most  significant  health  care 
problems  facing  Americans.   Seventeen  of  these  guidelines  have  been  released 
ranging  in  subject  from  treatment  of  acute  postoperative  pain  to  cardiac 
rehabilitation.  In  addition,  AHCPR  released  this  month  an  UPDATE  of  the 
Urinary  Incontinence  in  Adults  Guideline.   This  updated  guideline,  which 
replaces  the  first  version,  reaffirms  the  work  of  the  1992  panel  which  showed 
that  urinary  incontinence  is  treatable  and  that  people  don't  have  to  suffer  in 
silence.   A  complete  listing  is  on  page  66. 

The  following  are  just  a  few  examples  of  how  health  care  facilities, 
utilization  review  organizations,  and  others  are  using  AHCPR-sponsored 
guidelines  and  companion  consumer  guides  to  improve  quality  of  care. 

Pain  Management 


At  the  University  of  California,  Los  Angeles,  Medical  Center,  surgery 
patients  whose  pain  is  managed  according  to  the  principles  of  AHCPR's 
acute  pain  guideline  are  recovering  faster  and  in  some  cases  checking 
out  days  sooner  than  patients  with  similar  conditions  but  different 
pain  management,  according  to  the  hospital's  director  of  pain 
management.   The  doctor  reports  that  many  chest  surgery  patients 
leave  the  hospital  5  to  7  days  sooner  than  chest  Burgery  patients 
managed  with  traditional  pain  relief  methods. 
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Pain  KutgaaMt 

Nureea  at  Manorial  Medical  Center  in  Modeeto,  CA,  credit  AHCPR'a 
acute  pain  management  guideline  with  helping  shorten  aurgical 
patienta'  hoapital  ataya.   Compared  with  data  for  1991-  before  the 
AHCPR  guideline  waa  available  -  the  average  atay  for  patienta 
undergoing  total  knee  replacement  aurgery  hae  fallen  from  7  to  5.5 
days,  etays  for  total  hip  replacement  patienta  have  declined  from  10 
days  to  6.5  days,  and  stays  for  hysterectomy  are  down  from  5  days  to 
3  days. 


Pressure  Ulcers 


Intennountain  Health  Care,  a  Salt  Lake  City-based  health  care  system, 
tested  the  AHCPR  pressure  ulcer  prevention  guideline  in  1  of  its  24 
hospitals  for  6  months  and  found  it  reduced  the  incidence  of  preasure 
ulcers  significantly,  saving  the  system  $240,000.   Intermountain  is 
implementing  the  guideline  in  its  23  other  hospitals  and  may  use  it 
in  its  home  health  service  agency  aa  well. 


Incontinence  and  Pressure  Ulcers 


The  Heritage  Manor  Nursing  Home  in  Chattanooga,  TN,  reports  that 
AHCPR'a  urinary  incontinence  and  pressure  ulcer  prevention 
guidelines  have  helped  reduce  the  incidence  of  both  problems  among 
ita  reaidenta.   The  facility  was  able  to  reduce  the  number  of 
incontinent  patienta  from  52  to  18  and  those  with  pressure  ulcers 
from  14  to  5  in  just  one  year. 


Incontinence 


The  Maryland  Health  Resources  Planning  Committee  has  established 
policies  to  ensure  widespread  knowledge  and  uae"  of  AHCPR' s  urinary 
incontinence  guideline  aa  a  public  education  tool  and  aa  a  standard 
for  licenaing  nursing  homes.   The  polices  call  on  medical  and 
surgical  faculty,  local  medical  societies,  hoapitale  with  outpatient 
clinica,  health  maintenance  organizations,  and  nursing  homes  to 
establish  urinary  incontinence  clinical  practice  guidelinea 
consistent  with  the  AHCPR  guideline. 
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In  addition  to  the  production  of  guideline  information  in  a  variety  of  formate 
and  wide  scale  dissemination  of  guidelines  to  a  variety  of  audiences,  AHCPR 
supports  a  substantial  body  of  research  focusing  on  the  implementation  of 
guidelines  and  the  evaluation  of  their  use.  To  date,  AHCPR  has  supported  a 
total  of  thirty  four  projects  specifically  related  to  assessing  the 
development,  dissemination,  implementation  and  impact  of  AHCPR-supported 
guidelines. 

In  addition  to  these  efforts,  AHCPR  now  supports  the  operations  of  the  U.S. 
Preventive  Services  Task  Force,  an  independent  panel  of  preventive  health 
specialists  which  in  199S  developed  the  Guide  to  Clinical  Preventive  Services. 
As  is  the  case  with  other  AHCPR-supported  guideline  panels,  the  work  of  the 
Task  Force  entails  a  thorough  assessment  of  scientific  evidence  to  produce 
guidelines,  which  in  this  case  focuses  on  effective  disease  prevention  and 
health  promotion. 

FUTURE  DIRECTION  FOR  GUIDELINES 


AHCPR  is  planning  to  change  clinical  practice  guideline  development  by 
convening  standing  panels  that  will  work  on  more  than  one  guideline  at  a  time, 
allowing  for  a  more  efficient  guideline  process.   The  panels  would  draw  on 
contractors  from  the  private  sector  (universities,  consulting  firms,  etc.)  for 
help  in  reviewing  and  analyzing  the  literature  and  drafting  the  guidelines. 
It  is  expected  that  these  private-sector  contractors  would  grow  in  expertise 
and  capability,  ultimately  working  on  guidelines  for  other  groups  as  well: 
managed  care  organizations,  professional  societies,  etc. 

Financing 

AHCPR  is  also  investigating  direct  cost-sharing  for  the  production  of 
guidelines  with  the  private  sector.   We  will  determine  what  specific  authority 
is  needed  (private  foundation,  new  legislative  authority,  etc.)  to  allow  the 
Agency  to  receive  contributions  towards  guidelines  and  apply  them  specifically 
to  that  project.   AHCPR  has  already  received  offers  from  several  societies  and 
advocacy  groups  to  share  costs  for  the  development  of  specific  guidelines. 

The  third  aspect  of  private-public  partnership  is  continuing  and  increasing 
the  sharing  of  costs  of  production  and  dissemination  of  finished  guidelines 
with  the  private  sector.   AHCPR  has  already  leveraged  $10  million  in  guideline 
printing  costs  with  private-public  partnerships.   These  efforts  will  be 
expanded.   Because  we  expect  that  practitioners  in  the  future  will  rely 
increasingly  on  networked  and  on-line  systems  to  receive  treatment 
information,  we  will  be  able  to  decrease  Federal  outlays  further  by  relying  to 
a  larger  extent  on  electronic  dissemination  of  the  guideline. 
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Clearinghouse 

Finally,  AHCPR  is  exploring  the  possibility  of  partnering  with  the  private 
sector  to  create  a  truly  national  guideline  clearinghouse,  allowing  for  the 
first  tine  access  by  all  interested  parties — practitioners,  managed  care 
organizations,  medical  societies,  and  consumers — to  the  rapidly  growing  number 
of  guidelines  and  practice  parameters  being  developed.   This  clearinghouse 
could  potentially  provide  not  only  information  about  and  a  summary  of  each 
guideline,  but  also  could  provide  full  text  of  the  guideline  and  comparative 
information  on  guidelines  addressing  similar  subjects. 


Quality  Measurement  and  Improvement 

This  area  of  research  and  development  focuses  on  building  tools  to  measure 
quality  of  care,  designing  approaches  to  improve  the  delivery  of  high  quality 
care,  and  improving  methods  for  communicating  information  on  health  care 
quality  bo  that  consumers  and  health  care  purchasers  can  base  their  choice  of 
providers  on  quality  ae  well  as  cost. 

The  first  part  of  this  research  area  focuses  on  building  tools  to  measure 
quality  of  care,  and  in  particular,  valid  and  reliable  measures  of  technical 
quality,  otherwise  known  as  clinical  performance  measures.   These  measures  are 
the  core  of  clinical  quality  improvement  because  they  assess: 

•  the  appropr lateness  and  effectiveness  of  care; 

•  the  timeliness  and  safety  of  services  provided;  and 

•  whether  the  care  provided  results  in  the  best  outcome  that  can  be 
expected  for  that  patient's  condition. 

When  based  on  the  science  of  AHCPR' s  practice  guidelines  and  medical 
effectiveness  research,  clinical  performance  measures  provide  meaningful 
information  that: 

•  enables  providers  to  "benchmark",  to  identify  best  practices  and 
prioritize  areas  for  clinical  quality  improvement; 

•  guides  providers  to  manage  their  patients  better,  to  produce  high 
quality  care; 

•  allows  assessment  of  the  impact  of  changes  in  delivery  systems  on 
patient  care  and  health  outcomes;  and 

•  permits  purchasers  and  consumers  to  make  informed  choices  about 
their  health  care. 

A  key  AHCPR  project  focuses  on  identifying  and  evaluating  existing  clinical 
quality  measures.   There  are  literally  hundreds,  if  not  thousands,  of 
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performance  measures  developed  by  public  and  private  organizations,  but  a  lack 
of  information  about  the  quality  of  those  measures.   Lack  of  standardized 
measures  for  comparing  health  care  systems  means  that  providers,  purchasers, 
consumers  and  policymakers  cannot  be  confident  about  the  information  they 
receive.   The  wide  variety  of  measures  existing  today  and  the  differences  in 
the  way  these  measures  are  used  means  that  providers  and  health  plans  must 
make  large  investments  in  collecting  data  and  using  measures  that  may  not 
result  in  fair  comparisons. 

Quality  Measures 


During  FY  1995  and  1996  AHCPR  sponsored  work  to  standardize  the  way  new 
and  existing  clinical  quality  measures  are  described.   The  result  is  a 
prototype  computer-based  system  called  CONQUEST  1.0,  the  computerized 
Needs-Oriented  Quality  Measurement  Evaluation  SysTem.   CONQUEST  1.0  is  a 
syBtem  of  two  interlocking  databases  containing  information  on 
approximately  1200  quality  measures.   It  is  designed  to  help  users 
interested  in  a  particular  clinical  condition  identify  measure  which  are 
most  appropriate  to  their  needs.   CONQUEST  1.0  also  incorporates 
recommendations  from  AHCPR- supported  clinical  practice  guidelines  as  well 
as  findings  from  AHCPR 's  Patient  Outcomes  Research  Team  projects. 
CONQUEST  1.0  is  also  a  tool  for  teaching  health  care  systems  about  how  to 
effectively  use  performance  measures  as  well  as  how  to  compare  themselves 
to  others. 

Work  to  test,  refine  and  expand  CONQUEST  1.0  will  continue  in  FY  1997. 
This  work  will  involve  a  public-private  partnership  which  will  provide 
for  funding  from  one  or  more  national  foundations  or  organizations.   This 
effort  has  the  potential  to  provide  the  basis  for  an  ongoing  national 
resource  for  standardizing  the  development  and  use  of  clinical  quality 
measures. 

CONQUEST  1.0  has  also  helped  identify  where  new  performance  measures  are 
needed.  In  particular,  we  have  learned  that  there  are  few  good  measures 
appropriate  for: 

children; 

behavioral  health; 

chronically  ill;  or 

assessing  care  provided  to  the  disabled  or  mobility  impaired. 

To  address  these  needs,  AHCPR  will  continue  to  sponsor  research  in  FY 
997  to  develop  and  test  new  quality  of  care  measures.   Called  Q-Span 
Expansion  of  Quality  Measures),  this  solicitation  encourages  consortia 
of  public  and  private  sector  organizations  to  develop  and  test  measures 
for  specific  conditions  and  populations.   The  emphasis  of  this  effort 
will  be  on  measures  for  comparative  assessment  or  evaluation  of  clinical 
care  provided  to  groups  of  patients  in  various  settings  or  delivery 
systems. 
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The  second  area  of  AHCPR's  research  on  quality  measurement  and  improvement 
focuses  on  approaches  to  improve  the  delivery  of  care.   This  research  involves 
translating  information  from  performance  measurement  into  real  world  methods 
for  improving  care.   Currently  sponsored  research  focuses  on  issues  such  as 
assessing  the  usefulness  of  guidelines  in  changing  practice  and  improving 
quality  of  care  as  well  as  the  evaluation  of  guideline  based  tools  such  as 
automated  reminders  in  terms  of  their  effect  on  patient  outcomes,  including 
implications  for  cost  saving  and  improvements  in  quality  of  care. 

The  third  area  focuses  on  improving  methods  for  communicating  information  on 
health  care  quality,  and  in  particular  from  the  perspective  of  the  health  care 
consumer.  Research  and  evaluations  focusing  on  better  ways  to  measure  consumer 
preferences  with  respect  to  health  care,  functional  status,  access  to 
appropriate  care,  and  satisfaction  with  health  care  is  supported  through 
grants  and  contracts  in  AHCPR's  Health  Care  Outcomes  and  Quality  program. 

In  FY  1997  AHCPR  will  also  continue  support  of  the  Survey  Users  Network  (SUN) 
to  coordinate  information  on  the  testing  and  use  of  consumer  surveys  used  by 
public  and  private  entities.   This  effort  will  result  in  more  uniform  and 
nationally  comparable  data  on  consumer  access  to  and  satisfaction  with  care. 
The  project  also  provides  technical  assistance  for  the  use  of  survey  modules 
developed  under  the  Consumer  Assessment  of  Health  PlanB  Study  (CAHPS). 


TECHNOLOGY  ASSESSMENT 

AHCPR's  health  care  technology  efforts  reflect  concern  about  the  rising  costs 
of  health  care  and  the  value  of  new  technologies  and  procedures  to  patients. 
Host  technology  assessments  and  reviews  are  undertaken  in  response  to  a 
specific  request  from  Medicare  or  the  CHAMPUS  program  and  seek  guidance  from 
AHCPR  on  whether  a  given  procedure  or  technology  should  be  a  covered  service 
for  reimbursement  purposes. 

The  following  are  examples  of  findings  that  have  influenced  Medicare  to  cover 
certain  technologies: 

•  A  review  of  magnetic  resonance  angiography  (used  for  visualizing  large 
central  and  peripheral  blood  vessels)  found  that  for  many  purposes  it  is 
as  effective  as  angiography  but  is  less  invasive,  safer  and  less  costly. 

•  A  review  of  laparoscopic  cholecystectomy  (a  gallbladder  removal 
technique  that  is  lesB  invasive  than  standard  abdominal  incision) 
revealed  it  is  associated  with  fewer  adverse  effects  than  the  open 
surgical  procedure,  and  is  significantly  more  effective  than  the  use  of 
drugs  or  medical  devices  to  treat  gallstones. 

Other  studies  used  for  Medicare  decision-making  have  included  assessment  of 
such  technologies  as  liver,  pancreas,  and  stem-cell  transplants,  cardiac 
rehabilitation,  bone  density  technologies,  and  sleep  therapies.   Other 
examples  are  provided  in  a  table  on  page  67 . 


58 


98 


Within  DHHS,  the  technology  assessment  function  was  placed  within  AHCPR  in 
order  to  assure  the  neutrality  of  findings  related  to  coverage  decisions.   For 
this  reason,  these  assessments  are  often  used  by  insurers  and  managed  care 
plans  as  well  to  help  make  coverage  decisions. 

Data  Development 

AHCPR  addresses  the  quality  of  patient  care  by  improving  the  quantity  and 
quality  of  information  available  for  health  services  research,  with  special 
emphasis  on  patient  outcomes  research.  In  addition,  activities  related  to 
development  of  computerized  medical  records  will  contribute  to  administrative 
simplification  goals.   The  two  basic  components  of  this  activity  are: 

•  Establishing  standards  for  uniform  methods  of  developing, 
collecting  and  exchanging  data;  and 

•  Investigating  the  feasibility  of  linking  research-related  data 
from  a  variety  of  sources. 

Continuing  in  FY  1996,  AHCPR  and  the  National  Library  of  Medicine  are 
cooperatively  funding  grant  applications  that  extend  computer-based  patient 
record  systems  and  show  their  incorporation  of  guidelines,  decision  aids, 
expert  systems  and  reminder  systems.   Supported  research  include 
investigations  into  the  use  of  automated  patient  care  data  for  patient  care, 
payment,  research,  quality  assessment,  patient  outcome  analysis,  and 
electronic  transmission  of  such  data  among  institutions  and  providers. 

In  FY  1996,  AHCPR  will  issue  an  RFA  for  research  on  computerized  decision 
support  systems  (CDSS)  as  a  component  of  electronic  medical  records  systems. 
This  research  will  assist  providers'  decision  making  to  improve  the  cost- 
effective  delivery  of  health  services. 


Dissemination  Activities 

Dissemination  of  research  and  clinical  practice  guidelines  is  accomplished 
through  the  use  of  professional  journal  publications,  the  consumer  and  trade 
press,  and  the  mass  media,  as  well  as  information  networks  and  conferences 
sponsored  by  AHCPR.   The  resources  and  expertise  of  the  National  Library  of 
Medicine  (NLM),  the  Health  Resources  and  Services  Administration,  and  the 
Centers  for  Disease  Control  and  Prevention  continue  to  be  used  to  convey  final 
research  and  guideline  findings. 

AHCPR  has  disseminated  approximately  21.7  million  requested  guideline 
documents.   A  detailed  table  is  on  page  68.   Additionally,  reprints,  excerpts, 
or  summaries  of  the  guidelines  have  appeared  in  professional  journals  with  a 
combined  circulation  of  well  over  4.9  million.   AHCPR  also  collaborates  with 
the  NLM  to  make  available  full  text  retrieval  versions  of  guidelines  through 
NLM 's  MEDLARS  database.   AHCPR  also  arranged  for  reprinting  approximately  16.5 
million  additional  copies  of  the  guidelines  by  working  cooperatively  with 
industry  in  public-private  partnership. 
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AHCPR  has  worked  with  NLM  to  create  an  on-line  literature  database  for  health 
services  research  that  is  available  to  the  public,  and  to  significantly 
increase  the  scientific  literature  available  on  technology  assessments.   AHCPR 
also  collaborates  with  the  Government  Printing  Office  and  the  National 
Technical  Information  Service  to  make  health  services  research  and  guidelines 
available  through  computer  diskettes,  on-line  computer  systems,  and  CD  ROM 
disks.   Such  products  include  an  electronic  inventory  of  AHCPR-supported 
research  available  on  one  database. 

AHCPR  also  has  made  clinical  practice  guidelines  available  on  the  Internet, 
the  most  cost  effective  tool  for  reaching  the  largest  audience  at  minimum 
cost.   Since  AHCPR-supported  guidelines  were  first  made  available  online,  the 
guideline  access  monthly  statistics  have  increased  substantially,  from  less 
than  1,000  in  June  1994  to  over  116,000  for  January  1996.   A  detailed  table  is 
on  page  69. 

Five  Year  Funding  History 

Funding  and  FTE  levels  for  the  complete  Research  on  Health  Care  Outcomes  and 
Quality  (combined  amount  for  research,  guidelines,  data,  and  dissemination) 
over  the  five  years  prior  to  FY  1997  has  been  as  follows: 

S  FTE  6 


1992  68,041,000  83 

1993  73,661,000  93 

1994  81,328,000  86 

1995  79,743,000  88 

1996  Policy 55,296,000  88 

Sources  of  funding  follow: 


Budget 

Authority 

1991 

57,805,000 

1992 

62,149,000 

1993 

67,875,000 

1994 

75,542,000 

1995 

73,947,000 

1996 

Policy 

37,000,000 

Medicare 
Trust  Funds 


1-Percent 
Evaluation 


Total 


5,892,000 
5,892,000 
5,786,000 
5,786,000 
5,796,000 
2,898,000 


15,398,000 


63,697,000 
68,041,000 
73,661,000 
81,328,000 
79,743,000 
55,296,000 
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Rationale  for  the  FY  1997  Budget  Est imate 

The  request  for  Research  on  Health  Care  Outcomes  and  Quality  Program  totals 
$48,241,000,  a  decrease  of  $7,055,000  or  13  percent  from  the  FY  1996  Policy 
Level  of  $55,296,000.   At  this  level  some  combination  of  a  reduction  to 
ongoing  grants  and  contracts  and  defunding  of  selected  projects  will  be 
required.   Depending  on  the  final  FY  1996  appropriation  and  review  of 
projects,  a  very  small  number  of  new,  high  priority  projects  may  be  initiated. 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 
RESEARCH  ON  HEALTH  CARE  OUTCOMES  AND  QUALITY 


PROGRAM  OUTPUT  DATA 


Program  Output  Data  ($0001 

OUTCOMES  &  EFFECTIVENESS  RESEARCH 

Grants 

Non-competing  continuations 

New  and  Renewals 

Supplementals/Restored 

Subtotal.  Research  Grants 

Contracts  and  lAAs 

Subtotal 

AUTOMATED  INFOR.  SYSTEMS 

AND  DATA  DEVELOPMENT 
Grants 

Non-competing  continuations 

New  and  Renewals 

Supplementals/Restored 

Subtotal.  Research  Grants 

Contracts  and  lAAs 

Subtotal 

GUIDELINES 

Updates/Ongoing 

New  Starts/Centers 

Clearinghouse 

Subtotal 

DISSEMINATION/EVALUATION 

Grants: 

Non-competing  continuation? 

New  and  Renewals 

Supplementals/Restored 

Subtotal 

Contracts  and  Intra-Agency  Agreements 

Subtotal,  Dissemination 

TECHNOLOGY  ASSESSMENT 

Grants 

Assessments  and  reviews 

TOTAL  MEDTEP  GRANTS  &  CONTRACTS 
Grants: 

Non-competing  continuations 

New  and  Renewals 

Supplementals/Restored 

Total,  Research  Grants , 

Contracts  and  lAAs 

Total,  MEDTEP  Grants  and  Contracts 

Research  Management 

Total,  Program  Operations/Obligations 


FY  1995 

Actual 

No 

Amount 

79 

$31,658 

15 

5.355 

243 

94 

37.256 

27 

11.557 

121 

48,813 

8 

$2,256 

1 

556 

0 

9 

2.812 

5 

1.064 

14 

3,876 

5 

3.289 

0 

0 

0 

0 

5 

3,289 

9 

2.662 

1 

222 

10 

2.884 

14 
24 

7.836 
10,720 

0 

0 

9 

994 

96 

36,576 

17 

6,133 

0 

243 

113 

42,952 

51 

164 

23,746 
66,698 

12,051 

79,743   1/ 

FY  1996 
Policy 

No 

Amount 

22 

20 
0 

$12,558 
9.376 
2.668 

42 

24,602 

15 

2.312 

57 

26,914 

2 

4 
0 

815 

1,500 

229 

6 

2.544 

2 

1.012 

8 

3,556 

1 
2 
0 

200 

3.000 

0 

3 

3,200 

10 
2 
0 

2.000 
500 
248 

12 

2,748 

5 

5,500 

17 

8,248 

0 

7 

0 
994 

34 
26 
0 

15,373 
11,376 
3,145 

60 

29,894 

25 

12,024 

85 

41,918 

12,384 

55,296 

FY  1997 
Estimate 

No. 

Amount 

42 
0 
0 

$19,959 
0 
0 

42 

19.959 

3 

1.148 

45 

21,107 

6 
0 
0 

2.218 
0 
0 

6 

2.218 

0 

0 

6 

2.218 

3 
0 
1 

3.200 

0 

1.200 

4 

4,400 

12 
0 
0 

2,500 
0 
0 

12 

2,500 

5 

4.300 

17 

6,800 

0 

7 

0 
994 

57 
0 
0 

24,677 
0 
0 

57 

24,677 

11 

9,848 

68 

34,525 

12,722 

48.241 

1/  Reflects  actual  obligations 
J  \1997\CONG\MEDOUT97  WK3 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

PATIENT  OUTCOMES  RESEARCH  TEAM  PROJECTS  (PORTs) 


PRESENT  PROJECT  PERIOD 

GRANTS 

START  DATE 

ENDING  DATE 

BACK  PAIN  OUTCOME  ASSESSMENT  TEAM 
U.  of  Washington.  Seattle.  WA 

9/01/89 

2/28/95 

CONSEQUENCES  OF  VARIATION  IN  TREATMENT  FOR 
ACUTE  MYOCARDIAL  INFARCTION  (AMII 
Harvard  Medical  School.  Boston.  MA 

9/07/89 

2/28/95 

VARIATIONS  IN  CATARACT  MANAGEMENT:  PATIENT 
AND  ECONOMIC  OUTCOMES  -  Johns  Hopkins  U.. 
Baltimore.  MD 

9/07/89 

2/28/95 

ASSESSING  THERAPIES  FOR  BENIGN  PROSTATIC 
HYPERTROPHY  AND  LOCALIZED  PROSTATE  CANCER 
Dartmouth  College.  Hanover,  NH 

9/07/89 

2/28/95 

ASSESSING  AND  IMPROVING  OUTCOMES:  TOTAL  KNEE 
REPLACEMENTS  -  Indiana  U..  Indianapolis.  IN 

4/01/90 

3/31/95 

VARIATIONS  IN  THE  MANAGEMENT  AND  OUTCOMES  OF 
DIABETES  -  New  England  Medical  Center.,  Boston.  MA 

9/30/90 

9/29/95 

OUTCOME  ASSESSMENT  PROGRAM  IN  ISCHEMIC  HEART 
DISEASE  -  Duke  U..  Durham.  NC 

7/01/90 

6/30/95 

OUTCOME  ASSESSMENT  OF  PATIENTS  WITH  BILIARY 
TRACT  DISEASE  -  U    of  Pennsylvania.  Philadelphia.  PA 

8/01/90 

9/29/95 

ANALYSIS  OF  PRACTICES:  HIP  FRACTURE  REPAIR  & 
OSTEOARTHRITIS     U.  of  Maryland.  Baltimore.  MD 

9/30/90 

9/29/95 

ASSESSMENT  OF  THE  VARIATIONS  AND  OUTCOMES  OF 
PNEUMONIA  -  U.  of  Pittsburgh.  Pittsburgh.  PA 

9/30/90 

9/29/95 

CONTRACTS 

VARIATIONS  IN  MANAGEMENT  OF  CHILDBIRTH  AND 
PATIENT  OUTCOMES  -  The  Rand  Corporation, 
Santa  Monica,  CA 

9/28/90 

9/27/95 

SECONDARY  AND  TERTIARY  PREVENTION  OF  STROKE 
Duke  U.  Medical  Center.  Durham,  NC 

9/30/91 

9/29/96 

SCHIZOPHRENIA  PATIENT  OUTCOMES  RESEARCH  TEAM 
U.  of  Maryland.  Baltimore,  MD 

9/30/92 

9/29/97 

PATIENT  OUTCOMES  RESEARCH  TEAM  (PORT)  ON  LOW 
BIRTHWEIGHT  IN  MINORITY  AND  HIGH  RISK  WOMEN 
U.  of  Alabama,  Birmingham,  AL 

9/30/92 

9/29/97 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

CURRENT  PATIENT  OUTCOMES  RESEARCH  TEAM  PROJECTS-!!  (PORTs-ll) 


PRESENT  PROJECT  PERIOD 

GRANTS 

START  DATE 

ENDING  DATE 

PQRT-II  FOR  PROSTATIC  DISEASES 
Massachusetts  Genera!  Hospital,  Boston.  MA 

9/01/94 

8/31/99 

CARE.  COSTS  AND  OUTCOMES  OF  LOCAL  BREAST 

CANCER 

Georgetown  University.  Washington.  DC 

9/30/94 

9/29/99 

DIALYSIS  CARE:  CHOICES.  OUTCOMES.  COSTS  AND 

TRADEOFFS 

John  Hopkins  University.  Baltimore,  MD 

7/01/94 

6/30/99 

CARDIAC  ARRHYTHMIA  PORT 
Stanford  University.  Stanford,  CA 

8/01/94 

7/31/99 

SAFETY  AND  EFFECTIVENESS  OF  HOMEMADE  CEREAL- 
BASED  ORAL  REHYDRATION  THERAPY  FOR  INFANTS 
WITH  DIARRHEA 

Health  Hospitals  of  the  City  of  Boston,  Inc. 
Boston,  MA 

8/01/94 

9/30/96 

VALUE  OF  MEDICAL  TESTING  PRIOR  TO  CATARACT 

SURGERY 

John  Hopkins  University,  Baltimore.  MD 

9/01/94 

8/31/98 

IMPROVING  THE  COST-EFFECTIVENESS  OF  CARE  FOR 

DEPRESSION 

RAND,  Santa  Monica.  CA 

4/01/95 

3/31/00 

EFFECTIVENESS  OF  OUPATIENT  TREATMENT  FOR  PELVIC 

INFLAMMATORY  DISEASE 

University  of  Pittsburgh,  Pittsburgh,  PA 

4/01/95 

3/31/00 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 


CURRENT  PHARMACEUTICAL  GRANTS 


PRESENT  PROJECT  PERIOD 

GRANTS 

START  DATE 

ENDING  DATE 

OUTCOMES  OF  PHARMACEUTICAL  THERAPY  OF  HIV 
DISEASE,  Johns  Hopkins  U  .  Baltimore  MO 

2/01/93 

1/31/98 

STATISTICAL  METHODS  FOR  QUALITY-OF-LIFE 

OUTCOMES  RESEARCH 

Harvard  School  of  Public  Health.  Boston.  MA 

3/01/93 

2/29/96 

PATIENT  OUTCOMES  ASSOCIATED  WITH 

ANTIDEPRESSANT  DRUGS 

U.  of  Minnesota.  Minneapolis.  MN 

3/01/93 

2/28/98 

PHARMACEUTICAL  CARE  OUTCOMES:  THE  PATIENT 
ROLE,  U.  of  Wisconsin,  Madison.  Wl 

3/01/93 

2/28/98 

COMPARATIVE  OUTCOMES  OF  AMBULATORY 

PHARMACEUTICAL  AGENTS 

New  England  Medicaf  Center.  Boston,  MA 

3/01/93 

2/29/96 

PATIENT  OUTCOMES  WITH  ANTIBIOTIC  THERAPY  OF 

LYME  DISEASE 

U.  of  Maryland  at  Baltimore,  Baltimore.  MD 

3/01/93 

2/28/98 

PREFERENCE  ASSESSMENT  FOR  PHARMACEUTICAL 
EVALUATION.  Stanford  University.  Stanford,  CA 

3/01/93 

9/30/95 

COGNITIVE  IMPAIRMENT  AND  MEDICATION 
APPROPRIATENESS.  Duke  University.  Durham.  NC 

3/01/93 

5/31/95 

PHARMACEUTICAL  CARE  AND  PEDIATRIC  ASTHMA 
OUTCOMES.  U.  of  Washington.  Seattle.  WA 

3/01/93 

2/28/97 

COMPUTER  BASED  PROSPECTIVE  DRUG  UTILIZATION 
REVIEW.  Indiana  University.  Indianapolis.  IN 

7/01/93 

12/31/96 

IMPROVING  OUTCOMES  IN  ELDERLY  NSAID  USERS 
Vanderbilt  U..  School  of  Medicine.  Nashville.  TN 

7/01/93 

7/31/98 

OUTCOMES  ASSOCJATED  WITH  THERAPY  FOR  OTITIS 
MEDIA.  U.  of  Colorado.  Denver.  CO 

7/01/93 

6/30/96 

USE  OF  RECORD  LINKAGE  TO  STUDY  OUTCOMES  OF 

DRUG  THERAPY 

Brigham  &  Women's  Hospital,  Boston,  MA 

8/01/93 

7/31/97 

A  HEALTH  STATUS  MEASURE  TO  EVALUATE  DRUG 
THERAPY  FOR  PCP  Johns  Hopkins  U..  Baltimore,  MD 

9/01/93 

2/28/95 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

CURRENT  RESEARCH  CENTERS  ON  MINORITY  POPULATIONS 


PRESENT 
PROJECT  PERIOD 

GRANTS 

CLINICAL  TOPICS 

START 
DATE 

ENDING 
DATE 

UCLA/MEDTEP  CENTER  FOR  ASIANS  AND  PACIFIC 
ISLANDERS  -  U.  of  California,  Los  Angeles.  CA 

Geriatric  issues,  birth 

outcomes,  hypertension 

and  hip  fracture 

9/09/92 

8/31/97 

HAWAII  ASIAN  PACIFIC  ISLAND  MEDTEP  RESEARCH 
CENTER,  PACIFIC  HEALTH  RESEARCH  INSTITUTE 
Pacific  Health  Research  Institute.  Honolulu.  HI 

Hypertension,  breast 

cancer,  tuberculosis  and 

asthma 

9/09/92 

8/31/95 

NEW  MEXICO  MEDTEP  RESEARCH  CENTER  ON 
MINORITY  POPULATIONS.  U.  OF  NEW  MEXICO 
U.  of  New  Mexico,  Albuquerque.  NM 

Breast  &  cervical  cancer. 

type  II  diabetes  and 

substance  abuse 

9/09/92 

8/31/95 

MOREHOUSE  MEDICAL  TREATMENT  EFFECTIVENESS 
CENTER  ■  Morehouse  School  of  Medicine.  Atlanta.  GA 

Hypertension.  AIDS  and 
infant  mortality 

9/09/92 

8/31/96 

HARLEM  URBAN  HEALTH  RESEARCH  INSTITUTE. 
COLUMBIA  UNIVERSITY  -  Columbia  U..  New  York.  NY 

Hypertension. 

tuberculosis.  AIDS,  infant 

mortality  and  teen 

pregnancy  prevention 

9/09/92 

8/31/97 

MEXICAN  AMERICAN  EFFECTIVENESS  RESEARCH 
CENTER  -  U.  OF  TEXAS  HSC.  San  Antonio.  TX 

Type  II  diabetes.  AIDS 
and  substance  abuse 

9/09/92 

8/31/97 

MEDTEP  RESEARCH  CENTER  ON  MINORITY 
POPULATIONS  -  U.  OF  CALIFORNIA.  San  Francisco.  CA 

Cardiovascular  disease, 

breast  &  cervical  cancer, 

prenatal  care  and  infant 

mortality 

1/01/93 

1/31/98 

RESEARCH  CENTER  ON  MINORITY  HEALTH 
U.  OF  MARYLAND.  Baltimore.  MD 

Child  &  adolescent  health 

and  reproductive  health 

outcomes 

1/01/93 

1/31/98 

MEDTEP  RESEARCH  CENTER  ON  MINORITY 
POPULATIONS  -  Henrv  Ford  Hospital.  Detroit,  Ml 

Cancer,  infant  mortality. 

low  birthweight.  type  II 

diabetes  and  hip  fracture 

&  replacement 

2/1/93 

1/31/96 

MEHARRY  MINORITY  MEDTEP  RESEARCH  CENTER 
Meharry  Medical  College,  Nashville.  TN 

Hypertension,  substance 
abuse,  infant  mortality 
and  chronic  diseases 

3/1/93 

2/29/96 

MIDWEST  LATINO  RESEARCH  CENTER  ON  MEDTEP 
U.  of  Illinois.  Chicago,  IL 

Type  II  diabetes. 

substance  abuse  and 

infant  mortality 

4/1/93 

2/28/96 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

CURRENT  CLINICAL  PRACTICE  GUIDEUNE  DEVELOPMENT 

R  =  RELEASED 


PANELS 

COMPLETED/ 
RELEASED 

ACUTE  PAIN  MANAGEMENT:  OPERATIVE  OR  MEDICAL 
PROCEDURES  &  TRAUMA 

R    3/92 

URINARY  INCONTINENCE  IN  ADULTS 

R    3/92 

PREDICTION.  PREVENTION.  AND  EARLY  INTERVENTION  OF 
PRESSURE  ULCERS 

R    5/92 

MANAGEMENT  OF  FUNCTIONAL  IMPAIRMENT  DUE  TO  CATARACTS 
IN  THE  ADULT 

R    2/93 

DIAGNOSIS  &  TREATMENT  OF  DEPRESSED  OUTPATIENTS 
IN  PRIMARY  CARE 

R    4/93 

SICKLE  CELL  DISEASE:  SCREENING,  DIAGNOSIS.  MANAGEMENT 
AND  COUNSELING  IN  NEWBORNS  AND  INFANTS 

R    4/93 

EVALUATION  &  MANAGEMENT  OF  EARLY  HIV  INFECTION 

R    1/94 

DIAGNOSIS  &  TREATMENT  OF  BENIGN  PROSTATIC  HYPERPLASIA 

R    2/94 

MANAGEMENT  OF  CANCER-RELATED  PAIN 

R    3/94 

QUALITY  DETERMINANTS  OF  MAMMOGRAPHY 

R   10/94 

LOW  BACK  PROBLEMS 

R   12/94 

TREATMENT  OF  PRESSURE  ULCERS  IN  ADULTS 

R   12/94 

UPDATE-URINARY  INCONTINENCE  IN  ADULTS 

R     3/96 

SCREENING  FOR  ALZHEIMER'S  &  RELATED  DEMENTIAS 

1996 

SMOKING  CESSATION 

1996 

CONTRACTS 

DIAGNOSIS  AND  MANAGEMENT  OF  UNSTABLE  ANGINA 

R    3/94 

HEART  FAILURE:   EVALUATION  AND  CARE  OF  PATIENTS  WITH  LEFT 
|  VENTRICULAR  SYSTOLIC  DYSFUNCTION 

R    6/94 

I    OTITIS  MEDIA  WITH  EFFUSION  IN  CHILDREN 

R    7/94 

POST  STROKE  REHABILITATION 

R    5/95 

I    CARDIAC  REHABILITATION 

R  10/95 

9    SCREENING  FOR  COLORECTAL  CANCER 

1996 

|    CHRONIC  PAIN:  HEADACHE 

1996 
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AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

TECHNOLOGY  REVIEWS  AND  ASSESSMENTS  ' 
COMPLETED,  1992-1995 


REVIEWS 

YEAR 

LIVING-RELATED  DONOR  LIVER  TRANSPLANTATION 

1995 

PET  SCANNING  OF  MYOCARDIAL  PERFUSION  USING  RUBIDIUM-82 

1994 

LYMPHEDEMA  PUMPS 

1993 

EXTERNAL  AND  IMPLANTABLE  INFUSION  PUMPS 

1993 

OSTEOGENIC  BONE  GROWTH  STIMULATION  AS  A  SURGICAL  ADJUNCT 
TO  ENHANCE  SPINAL  FUSION 

1993 

COMBINED  LIVER-SMALL  INTESTINE  TRANSPLANTATION 

1993 

INTRADIALYTIC  PARENTERAL  NUTRITION  FOR  HEMODIALYSIS  PATIENTS 

1993 

COMBINED  LIVER-KIDNEY  TRANSPLANTATION 

1992 

COCHLEAR  IMPLANTATION  IN  AN  OUTPATIENT  SETTING 

1992 

PROCUREN  -  A    PLATELET-DERIVED  GROWTH  FACTOR  FOR  WOUNDS 
AND  CHRONIC  SKIN  ULCERS 

1992 

ASSESSMENTS 

PLETHYSMOGRAPHY 

1995 

AUTOLOGOUS  PERIPHERAL  STEM-CELL  TRANSPLANTATION 

1995 

BONE  MARROW  TRANSPLANTATION  FOR  MYELOMA 

1995 

ISOLATED  PANCREAS  TRANSPLANTATION 

1995 

BONE  DENSITOMETRY  -  TECHNICAL  REPORT  AND  CLINICAL  USE  IN 
ASYMPTOMATIC  PRIMARY  HYPERPARATHYROIDISM 

1995 

COMBINED  PANCREAS  -  KIDNEY  TRANSPLANTATION 

1994 

MAGNETIC  RESONANCE  ANGIOGRAPHY 

1994 

LABORATORY  TESTS  IN  PATIENTS  WITH  ESRD  UNDERGOING  DIALYSIS 

1994 

INSTITUTIONAL  AND  PATIENT  CRITERIA  FOR  HEART-LUNG 
TRANSPLANTION 

1993 

EXPERT  CONSENSUS  ON  THE  APPROPRIATE  USES  OF  ULTRASOUND 

1993 

REASSESSMENT  OF  CARDIAC  OUTPUT  MEASUREMENT  BY 
BIOIMPEDANCE 

1992 

SINGLE  AND  DOUBLE  LUNG  TRANSPLANTS 

1992 

POLYSOMNOGRAPHY  AND  SLEEP  DISORDERS 

1992 

(Year  that  report  and  recommendation  were  forwarded  to  requesting  tederalK    tunded 

medical  program). 
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GUIDELINE  DISSEMINATION 

Cumulative  to  January  1996 

(Documents  in  Millions) 

GUIDELINE 

AMOUNT 

ACUTE  PAIN  MANAGEMENT 

3.6 

URINARY  INCONTINENCE 

2.4 

PRESSURE  ULCERS  (Prediction/Prevention) 

2.7 

CATARACTS 

.6 

DEPRESSION 

1.8 

SICKLE  CELL  DISEASE 

.6 

HIV  INFECTION 

2.7 

BENIGN  PROSTATIC  HYPERPLASIA 

.7 

MANAGEMENT  OF  CANCER  RELATED  PAIN 

2.1 

QUALITY  DETERMINATES  OF  MAMMOGRAPHY 

.6 

LOW  BACK  PROBLEMS 

.8 

PRESSURE  ULCERS  (Treatment) 

.7 

UNSTABLE  ANGINA 

.6 

HEART  FAILURE 

.6 

OTITIS  MEDIA  IN  CHILDREN 

.5 

POST  STROKE  REHABILITATION 

.4 

CARDIAC  REHABILITATION 

3 

TOTAL: 

21.7 
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Guideline  Topic 

(Release  Date/Online  Availability) 
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Internet  Access  to 

Guidelines  by  Topic 

June  1994  -  January  1996 


Acute  Pain  Management 

(March  1992/June  1994) 

Urinary  Incontinence  in  Adults 

(March  1992/June  1994) 

Pressure  Ulcers  in  Adults 

(March  1992/June  1994) 

Cataract  in  Adults 

(Feb.  1993/June  1994) 

Depression  in  Primary  Care 

(April  1993/June  1994) 

Sickle  Cell  Disease 

(April  1993/June  1994) 

Early  HIV  Infection 

Jan.  1994/June  1994) 

Benign  Prostatic  Hyperplasia 

(Feb.  1994/June  1994) 

Management  of  Cancer  Pain 

(March  1994/Feb.  95) 

Unstable  Angina 

(March  1994/Dec.  1994) 

Heart  Failure 

(June  1994/Jan.  1995) 

Otitis  Media  with  Effusion 

(July  1994/Jan.  1995) 

Quality  Mammography 

(Oct.  1994/Jan.  1995) 

Acute  Low  Back  Problems 

(Dec.  1994/Feb  1995) 

Pressure  Ulcer  Treatment 

(Dec.  1994/Jan.  1995) 

Post-Stroke  Rehabilitation 

(May  1995/May  1995) 

Cardiac  Rehabilitation 

(October  1995/October  1995) 


40  60  80 

Total  Accesses  to  Guidelines  in  Thousands 


NOTES  HSTAT  (Health  Services/Technology  Assessment  Text),  developed  by  the  National  Library  of  Medicine  under  the  auspices  of  AHCPR.  is  a  free, 
eleclronic  service  that  provides  computer  access  to  the  full  text  of  clinical  practice  guidelines  and  other  products.  AHCPR-supponed  guidelines  have  recorded 
over  800.000  accesses  from  commercial,  educational,  governmeni.  networking,  non-commercial,  and  military  domains  since  its  launch  in  June  I994  In 
addmon  lo  the  United  Stales,  more  than  50  counlnes  have  accessed  HSTAT.  including  the  United  Kingdom.  Canada.  Germany.  Australia.  The  Netherlands. 
Ilalv  Sweden.  Switzerland.  Finland  and  France  Guideline  producls  can  be  accessed  by  specifying  URL  http  //text  nlm  nih  gov 
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Program  Support 

Authorizing  Legislation  -  Section  301  and  Title  IX  of  the  Public  Health 
Service  Act 

Increase 
199S  1996  FY  1997  or 
&C£U0i Policy            Estimate            Decrease 

£X£        BA        EXE     flA         FTE      B&       EXE        BA 

41      $2,424,000     41   $2,327,000      41   $2,423,000     —       $96,000 

Authorizing  Legislation  -  Section  301  and  Title  IX  of  the  Public  Health 
Service  Act. 

Purpose  and  Method  of  Operation 


This  activity  supports  the  overall  direction  and  management  of  the  AHCPR. 
This  includes  the  formulation  of  policies  and  program  objectives;  program 
planning  and  evaluation;  grants  and  contracts  management;  resource  management; 
and  administrative  management  and  services  activities. 


Five  Year  Funding  History 

Funding  and  FTE  levels  for  the  program  support  activity  over  the  five  years 
prior  to  FY  1997  has  been  as  follows: 


1992 2 ,  246, 000  39 

1993 2,431,000  43 

1994 2,431,000  40 

1995 2,424,000  41 

1996  Policy  Level 2,327,000  41 


Rationale  for  the  Budget  Estimate 

The  FY  1997  Budget  Request  for  Program  Support  totals  $2,423,000  and  41  FTE" 
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Wednesday,  May  1,  1996. 
CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 

WITNESSES 

DR.  DAVID  SATCHER,  M.D.,  DIRECTOR 

DR.  RUTH  BERKELMAN,  M.D.,  DEPUTY  DIRECTOR,  NATIONAL  CENTER 
FOR  INFECTIOUS  DISEASES 

DR.  HELENE  GAYLE,  M.D.,  DIRECTOR,  NATIONAL  CENTER  FOR  HIV/ 
STD/TB  PREVENTION 

DR.  MARK  ROSENBERG,  M.D.,  DIRECTOR,  NATIONAL  CENTER  FOR  IN- 
JURY PREVENTION  AND  CONTROL 

DENNIS  WHXIAMS,  ASSISTANT  SECRETARY  FOR  BUDGET,  DEPART- 
MENT OF  HEALTH  AND  HUMAN  SERVICES 

BILL  GIMSON,  DIRECTOR,  FINANCIAL  MANAGEMENT  OFFICE 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Our  hearings  continue  today  with  the  Department  of  Health  and 
Human  Services.  We're  very  pleased  to  welcome  Dr.  David  Satcher, 
the  Director  of  the  Centers  for  Disease  Control  and  Prevention. 

Dr.  Satcher,  this  is  CDC's  fiftieth  anniversary  year,  we  under- 
stand. We're  delighted  to  see  you  again  and  welcome  you  here  this 
morning.  If  you  would  introduce  the  people  that  you  have  with  you 
at  the  desk  and  then  proceed  in  any  way  you  would  like. 

INTRODUCTION  OF  WITNESSES 

Dr.  Satcher.  Thank  you,  Mr.  Chairman.  I  am,  as  you  said, 
David  Satcher,  Director  of  the  Centers  for  Disease  Control  and  Pre- 
vention. I  have  with  me  from  the  CDC,  to  my  far  left,  Dr.  Ruth 
Berkelman,  who  is  Deputy  Director  of  the  National  Center  for  In- 
fectious Diseases;  next  to  me  is  Mr.  Bill  Gimson,  Director  of  the  Fi- 
nancial Management  Office;  to  my  right,  Dr.  Mark  Rosenberg,  Di- 
rector of  the  National  Center  for  Injury  Prevention  and  Control; 
next  to  him,  Doctor  Helene  Gayle,  Director  of  the  National  Center 
for  HIV/STD/TB  Prevention;  and  Mr.  Dennis  Williams  from  the  De- 
partment of  Health  and  Human  Services. 

Opening  Statement 

We  are  very  pleased  to  have  this  opportunity  to  discuss  the 
President's  fiscal  year  1997  budget  proposal  for  CDC.  Before  I  do 
that,  I  wanted  to  say  a  word  about  our  fiftieth  anniversary  and  es- 
pecially to  invite  the  committee  to  visit  CDC  during  this  fiftieth 
year,  but  also  to  invite  you  to  our  special  congressional  reception 
in  honor  of  our  fiftieth  anniversary  which  we  are  having  on  May 
8.  It  is  being  hosted  by  the  Georgia  delegation.  We  would  hope  that 
the  members  of  the  committee  would  be  able  to  join  us  for  that 
celebration.  As  you  know,  we  cannot  afford  an  elaborate  celebra- 
tion, but  we  are  trying  this  year  to  reflect  on  our  history  and  to 

(ill) 
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see  what  lessons  there  are  that  should  guide  us  into  the  next  50 
years. 

CDC  HIGHLIGHTS  1946-1996 

There  are  a  few  highlights  that  I  wanted  to  share  with  the  com- 
mittee that  we  look  to  in  terms  of  our  history.  CDC  actually  grew 
out  of  the  old  Malaria  Control  Program  in  War  Areas,  a  program 
that  was  developed  in  1942  as  an  attempt  to  control  malaria  among 
our  troops.  Because  of  the  role  of  mosquitoes,  this  program  was  de- 
veloped in  Georgia  because  of  the  swamps  in  that  area.  It  was  a 
very  successful  program.  So  when  World  War  II  ended  in  1946,  the 
decision  was  made  to  continue  a  communicable  disease  program  in 
Georgia.  So  our  history  is  from  1946  in  Atlanta. 

There  are  a  lot  of  highlights  to  our  history  that  we  will  discuss. 
We  started  the  Epidemic  Intelligence  Service  in  1951  and  that  pro- 
gram has  been  a  major  source  of  epidemiologists  for  this  country 
and  the  world,  people  who  actually  go  out  into  the  field  on  the  front 
line  to  fight  epidemics.  We're  very  proud  of  that  program.  We've 
trained  over  2,200  people.  Last  week  we  had  our  annual  conference 
which  was  the  largest  attended  conference  we've  had  for  that  pro- 
gram. 

Another  area  that  we  point  to  in  our  history,  of  course,  is  the  be- 
ginning of  major  immunization  programs.  The  first  major  activity 
was  the  polio  program.  In  1955,  soon  after  vaccinations  started 
with  the  Salk  vaccine,  major  difficulties  occurred  because  there 
were  many  children  that  were  being  paralyzed  from  the  vaccine  it- 
self. CDC  intervened  and  was  able  to  identify  one  batch  of  vaccine 
from  one  manufacturer  that  was  responsible  for  this  contamina- 
tion, and  that  intervention  saved  this  major  immunization  effort 
and  has  led  to  much  success  since  that  time. 

In  addition  to  that,  CDC  became  involved  with  VD  control  in  the 
1950s  and  the  Public  Health  Advisors  Program,  and  in  the  1960s 
became  involved  with  smallpox.  One  of  the  major  highlights  of  our 
history,  of  course,  is  our  involvement  in  the  eradication  of  small- 
pox, with  the  last  case  being  in  1977.  There  are  many  other  major 
discoveries,  like  Legionnaires  disease  in  1976,  discovering  the 
cause  of  that,  and  toxic  shock  syndrome,  and  also  the  beginning  in 
the  late  1970s  of  a  major  focus  on  other  preventable  diseases — 
chronic  diseases,  environmental-related  diseases,  injuries,  and  oc- 
cupational-related diseases.  That  emphasis  has  led  to  a  major  ex- 
pansion of  CDC  and  the  development  of  all  of  the  centers  that  we 
now  have,  we  now  have  seven  major  centers. 

CDC  was  also  involved  in  defining  the  AIDS  epidemic  very  early. 
In  the  early  1980s,  there  were  reports  from  Los  Angeles  and  New 
York  of  young  men  being  diagnosed  with  a  very  unusual  pneu- 
monia, a  pneumocystic  virus  that  was  very  unusual  for  that  age 
group.  CDC  looked  into  that  and  actually  defined  the  AIDS  epi- 
demic long  before  the  virus  was  actually  identified.  We  now  esti- 
mate that  there  were  probably  700,000  to  800,000  lives  saved  be- 
cause of  the  work  in  defining  that  epidemic.  In  recent  years  our 
work  with  Hanta  virus,  E-coli,  Cryptosporidium,  Ebola,  the  Child- 
hood Immunization  Initiative,  and  others  have  characterized  our 
history. 
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CDC  PREVENTION  PROGRAMS 


I  think  the  most  important  thing  that  we  want  to  say  today  is 
that  there  are  some  very  important  lessons  that  we  think  come  out 
of  our  history,  lessons  for  us  as  an  agency,  but  also  I  think  lessons 
for  the  Nation.  One  lesson  is  the  importance  of  good,  vigorous 
science.  That  has  been  reflected  in  everything  that  we  have  done 
since  the  malaria  control  effort,  the  training  program  for  epi- 
demiologists, and  bringing  science  to  bear  on  major  problems  in 
this  country,  including  the  workplace. 

Another  lesson  that  we  have  learned  in  our  history  is  the  value 
of  prevention.  We  really  want  to  make  the  point  today  to  this  com- 
mittee during  difficult  financial  times  that  prevention  is  the  best 
investment.  We  learned  that  from  the  smallpox  effort.  The  U.S. 
contributed  $32  million  to  eradicate  smallpox.  We  now  save  more 
than  that  every  26  days  because  we  don't  have  to  immunize  and 
we  don't  have  to  have  a  quarantine  program  against  it. 

There  are  a  lot  of  other  examples  that  we're  going  to  talk  about 
a  little  later,  such  as  polio  and  the  fact  that  we  now  spend  about 
$250  million  immunizing  against  polio. 

[Clerk's  note. — Subsequent  to  the  hearing,  CDC  changed  this 
figure  to  $230  million  for  the  record.]  When  we  are  able  to  eradi- 
cate this  disease,  which  we  think  we  will  be  able  to  do  by  the  year 
2000,  we  will  save  that  much  each  year  in  this  country.  Through- 
out the  world  about  $1.5  billion  will  be  saved.  So  prevention  is  the 
best  investment.  And  we  think  that  investing  in  prevention  actu- 
ally saves  money  in  terms  of  the  health  care  system. 

Another  important  lesson  is  that  public  health  is  global.  Our  pro- 
grams have  been  global  in  nature  because  the  only  way  we  can  pro- 
tect the  health  of  the  American  people  is  to  be  involved  wherever 
in  the  world  there  are  threats  that  arise,  especially  today  when  a 
person  can  become  infected  on  the  streets  of  Uganda  today  and  be 
in  New  York  City  tomorrow,  or  vice  versa.  Our  efforts  have  to  be 
global  in  order  to  protect  the  health  of  the  public  in  this  country. 

A  fourth  lesson  has  been  the  importance  of  partnerships.  We 
want  to  express  the  fact  today  that  in  all  of  our  programs  and  the 
proposals  we're  presenting  we  depend  upon  partners,  partners 
within  our  department,  within  other  agencies  of  the  Government, 
but  also  partners  in  the  private  sector.  Rotary  International  has 
been  really  critical  to  our  success  in  polio  eradication.  They  have 
contributed  not  only  almost  $250  million,  but  also  they  have 
worked  in  communities  throughout  the  world.  Avon  Products  has 
been  involved  in  the  breast  and  cervical  cancer  screening  program 
in  a  major  way.  The  HIV/AIDS  program  has  developed  community 
planning  partnerships  all  over  the  country,  and  these  community 
coalitions  help  to  make  decisions  about  how  do  we  target  our  re- 
sources for  this  epidemic. 

And  finally,  we  have  learned  that  there  are  certain  principles 
and  values  that  need  to  guide  our  work.  We  have  tried  to  adhere 
to  those  principles  in  terms  of  the  importance  of  science  but  also 
the  dignity  and  worth  of  individuals. 
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CDC  PRIORITIES 


Mr.  Chairman,  I  would  like  to  close  my  statement  by  pointing 
out  the  areas  where  we're  asking  for  increases.  We  are  asking  a 
$20  million  increase  in  polio  eradication.  As  you  know,  it  will  cost 
over  $100  million  a  year  to  finish  the  eradication  of  polio.  CDC 
would  like  to  help  to  fund  the  purchase  of  vaccine  and  to  help  sup- 
port programmatic  development  with  the  World  Health  Organiza- 
tion. So  we  are  asking  for  a  $20  million  increase  in  that  area.  We 
think  it  represents  a  very  good  investment. 

We're  asking  for  a  $26  million  increase  in  emerging  infectious 
diseases.  As  you  know,  this  is  a  new  program.  We  started  a  few 
years  ago  developing  emerging  infectious  disease  centers  through- 
out the  country.  There  are  now  four  of  these  centers  and  there  are 
other  related  programs  that  cover  a  population  of  over  11  million 
people.  They  are  really  helping  us  to  stay  on  top  of  these  new 
threats  to  the  health  of  the  people  in  this  country.  The  academic 
health  centers  involve  research  programs  with  State  health  depart- 
ments and  they  involve  a  lot  of  enhancement  of  the  capacity  of 
State  health  departments  to  do  their  own  surveillance  and  to  par- 
ticipate in  monitoring  these  epidemics. 

Another  area  that  we  think  is  very  important  and  where  we're 
asking  for  funding  is  the  National  Health  and  Nutrition  Examina- 
tion Survey.  This  would  be  NHANES  IV.  It  is  the  only  survey  of 
its  kind,  the  only  one  where  we  objectively  look  at  the  health  of 
people  in  this  country.  We  do  blood  pressures,  we  do  blood  tests  for 
various  chemicals,  we  do  urinalysis.  If  you  really  are  interested  in 
what  is  the  health  status  of  people  in  this  country,  how  well  are 
we  doing  in  maintaining  and  protecting  the  health  of  people,  the 
NHANES  Survey  is  critical.  We  are  asking  for  $14.5  million,  which 
is  an  $11  million  increase,  so  that  we  can  implement  NHANES  IV. 
We  would  have  to  start  in  1997  in  order  to  implement  the  program 
in  1998  to  be  able  to  really  determine  how  well  we  have  done  with 
the  year  2000  goals. 

Getting  back  to  the  importance  of  science,  in  order  to  have  strong 
science,  we  need  very  talented  and  well-trained  people.  We  also 
need  facilities.  We  need  laboratories  that  are  up  to  date.  I  think 
you  know  that  many  of  our  laboratories  are  now  35  years  old  and 
they  are  outdated  and  in  many  ways  they  are  not  even  safe  all  the 
time  for  the  people  who  work  there.  We  are  asking  for  a  $4  million 
increase  so  that  we  can  develop  15,000  square  feet  swing  space  so 
that  we  can  begin  the  renovation  of  some  laboratory  areas.  We  ap- 
preciate the  fact  that  this  committee  and  Congress  approved  the 
$47  million  to  build  a  new  facility.  That  will  take  about  five  years. 
In  the  meantime,  we  do  need  to  continue  the  renovations. 

And  finally,  our  major  program,  HIV/AIDS  has  a  budget  of  $617 
million  which  represents  a  $34  million  increase.  Most  of  the  in- 
crease is  to  help  us  to  better  target  IV  drug  abusers,  some  of  the 
special  gay  populations,  especially  minority  gay  men,  teenagers  and 
their  increased  role  in  this  epidemic.  It  is  an  attempt  to  better  tar- 
get prevention  strategies  to  the  most  difficult  to  reach  groups  in 
this  country.  So  we  think  that  is  a  very  important  increase. 

So  those  are  the  areas  where  we  are  asking  for  increases.  We  be- 
lieve that  our  budget  represents  a  good  investment  for  the  Nation, 
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and  we  believe  that  it  will  continue  to  maintain  CDC  as  the  Na- 
tion's prevention  agency  and  really  as  an  agency  that  people 
throughout  the  world  look  to  when  we  confront  major  outbreaks, 
regardless  of  whether  they  are  in  this  country  or  in  Zaire,  Africa, 
or  in  India,  as  with  the  plague  outbreak  years  ago. 

Again,  we're  very  grateful  to  the  committee  for  its  support  for 
CDC  throughout  the  years  but  especially  during  this  year  when  we 
have  had  difficult  budget  times.  Thank  you. 

[The  prepared  statement  of  Dr.  David  Satcher  follows:] 
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Introduction 


Good  morning.  I  am  Dr  David  Satcher,  Director  of  the  Centers  for  Disease 
Control  and  Prevention  (CDC).  With  me  here  today  is  William  H.  Gimson,  Director, 
Financial  Management  Office,  Dr  Helene  Gayle,  Director,  National  Center  for 
HIV/STD/TB  Prevention,  Dr  Ruth  Berkelman,  Deputy  Director,  National  Center  for 
Infectious  Diseases;  and  Dr.  Mark  Rosenberg,  Director,  National  Center  for  Injury 
Prevention  and  Control.  I  am  pleased  to  be  here  today  in  support  of  the  President's  FY 
1997  Budget  request  for  CDC,  and  I  would  also  like  to  thank  you  for  the  critical  support 
the  Committee  has  provided  CDC  during  the  past  year    I  believe  CDC's  work  exemplifies 
the  vital  role  that  good  and  effective  government  can  play  in  the  lives  of  all  Americans. 

1996  is  a  very  important  and  exciting  year  for  our  agency   Not  only  is  the  city 
where  our  headquarters  is  located—Atlanta— hosting  the  Centennial  Olympic  Games,  but 
CDC  is  also  celebrating  its  50th  anniversary  (Chart  1)  Over  the  past  50  years  there  have 
been  tremendous  public  health  breakthroughs,  and  CDC  is  proud  to  have  played  an 
essential  role  in  many  of  these  successes.  Recently,  we  kicked  off  our  50th  Anniversary 
celebration  during  National  Public  Health  Week  (the  first  week  of  April),  and  we  are 
taking  time  during  the  year  to  reflect  on  and  appreciate  our  heritage.  But,  even  more 
important,  we  are  taking  the  time  to  envision  our  future  and  determine  how  best  to  apply 
the  lessons  we  have  learned  over  the  past  fifty  years. 

Model  Approach  to  Public  Health  Problems 

CDC  was  born  out  of  an  effort  to  protect  U.S.  soldiers  and  civilians  from  the 
debilitating  effects  of  a  single  disease  during  World  War  II.    The  Office  of  Malaria 
Control  in  War  Areas  (MCWA)  was  started  in  Atlanta  in  1942  to  fight  malaria,  a  disease 
that  had  for  centuries  devastated  servicemen  during  wartime.  Our  parent  organization  put 
in  place  a  plan  to  deal  with  the  problem  of  malaria  that  has  evolved  over  the  years  to  serve 
as  the  model  of  how  CDC  does  business  today.    We  call  this  model  the  public  health 
approach,  a  four-step  system  to  combat  contemporary  public  health  problems  (Chart  2) 

CDC's  public  health  approach  involves  detecting  a  problem  through  disease 
Surveillance,  determining  its  causes,  developing  and  testing  potential  strategies  for 
handling  the  problem,  and  implementing  appropriate  prevention  programs.  By  the  time 
the  Communicable  Disease  Center  npened  its  doors  on  July  1,  1946,  the  foundations  of 
this  imoortant  public  health  model  had  been  established.  CDC  has  since  applied  the 
principles  of  the  public  health  approach  to  combat  today's  leading  preventable  health 
problems    Whether  it's  tracking  the  Ebola  virus  in  Africa  or  America,  reducing  the 
incidence  of  smoking  among  teenagers,  eliminating  hazards  from  the  workplace,  or 
preventing  injuries  caused  in  bicycle  crashes;  CDC  stands  at  the  forefront  of  the 
increasingly  successful  fight  against  disease,  injury,  and  disability. 

In  its  fifty  years  of  noteworthy  accomplishment,  CDC  has  made  prevention  not 
only  a  science,  but  a  practical  reality    Today,  CDC  has  evolved  into  the  nation's  first  line 
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of  defense  in  the  prevention  and  control  of  diseases,  injuries,  and  disabilities.  I  would  like 
to  spend  a  few  minutes  highlighting  some  of  the  many  successes  CDC  and  public  health 
have  witnessed  over  the  past  five  decades  and,  also,  show  how  these  successes  have  laid 
the  groundwork  for  making  this  Nation—and  the  world—a  safer  and  healthier  place 

1950s  and  1960s:  Growth  and  Development 

The  1950s  and  1960s  were  a  time  of  growth  and  development  for  CDC.    Several 
events  had  particular  significance  in  defining  and  shaping  the  direction  of  CDC. 

One  of  CDC  s  unique  contributions  to  public  health  practice  is  the  science  of 
epidemiology.    In  1951,  CDC  created  the  Epidemiologic  Intelligence  Service  (EIS)  as  a 
combined  training  and  service  program.  Since  the  first  class  of  EIS  officers— 
internationally  known  as  CDC's  disease  detectives— reported  for  duty  in  Atlanta  in  July  of 
1951,  more  than  2,200  professionals  have  served  in  the  EIS  program.  (Chart  3) 

The  first  EIS  officers  concentrated  primarily  on  investigations  of  acute  infectious 
disease  outbreaks     Today,  the  scope  of  CDC's  investigation  and  control  efforts  includes 
acute  and  chronic  infectious  and  non-infectious  diseases,  nutrition,  reproductive  health, 
injury,  and  illness  due  to  environmental  and  occupational  hazards.  As  the  EIS  program 
celebrates  its  45th  year,  it  will  continue  to  turn  out  a  cadre  of  field-trained  epidemiologists 
able  to  respond  to  the  Nation's,  indeed  the  world's,  prevention  needs. 

During  these  early  years,  CDC  led  the  fight  against  smallpox  and  polio.  An  early 
major  contribution  of  the  EIS  program  came  in  the  1950s,  shortly  after  the  Salk  vaccine 
was  introduced    Children  who  were  recently  vaccinated  began  to  come  down  with  this 
terrible  paralytic  disease  and  the  entire  polio  immunization  program  was  endangered 
Investigations  by  EIS  Officers  showed  that  batches  of  vaccine  from  one  manufacturer 
contained  live  polio  virus.  Safety  mechanisms  were  put  into  place  and  the  immunization 
program  was  continued  and  as  a  result  the  last  case  of  wild  polio  in  the  United  States  was 
reported  in  1979. 

Starting  in  1 960  CDC,  in  a  joint  effort  with  the  World  Health  Organization 
(WHO),  and  other  national  and  international  partners  launched  a  world  wide  campaign  to 
eradicate  smallpox,  one  of  the  worst  killers  and  mutilators  of  humankind    Smallpox  is  the 
only  disease  ever  wiped  off  the  face  of  the  earth  by  human  efforts    The  cost  to  the  United 
States  for  the  successful  campaign  to  eradicate  smallpox  was  about  $30  million    Since 
smallpox  was  eradicated  in  1977,  that  investment  has  been  returned  to  the  United  States 
every  26  days  in  vaccine  costs  that  are  no  longer  necessary. 

CDC  has  learned  important  lessons  from  our  successes  with  polio  and  smallpox. 
With  concerted  effort,  collaboration  with  many  private-  and  public-sector  groups,  and  a 
scientific  public  health  approach,  we  can  conquer  vaccine-preventable  diseases.  This  belief 
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is  at  the  heart  of  the  President's  Childhood  Immunization  Initiative.  By  educating  parents 
and  providers,  supporting  on-going  community  outreach  efforts,  and  making  vaccine 
available  in  health  clinics  and  doctors'  offices,  the  number  of  preschool  children 
immunized  in  the  United  States  is  at  an  all-time  high  and  the  number  of  reported  vaccine- 
preventable  diseases  are  at  all-time  low  levels.  In  fact,  polio  has  been  eliminated  from  the 
Western  Hemisphere. 

We  are  now  working  hard  to  eradicate  polio  from  this  planet  by  the  year  2000 
The  President's  FY  1997  Budget  request  includes  a  total  of  $47  million  for  polio 
eradication    Included  in  this  request  is  a  $20  million  increase  to  enhance  CDC's  polio 
surveillance,  case  investigation,  outbreak  control  programs,  and  immunization  efforts,  as 
well  as  provide  much  needed  epidemiologic,  laboratory,  and  programmatic  assistance  to 
WHO    One  of  our  partners  in  this  effort  is  Rotary  International,  which  has  donated  over 
$250  million  for  vaccine—a  sum  that  has  now  grown  to  over  $340  million  through 
investments    Through  partnerships  such  as  these,  we  can  ensure  that  polio  will  never 
again  kill  or  cripple  the  children  of  the  world,  and  we  estimate  that  once  polio  is 
eradicated  we  will  save  more  than  $230  million  annually.  (Chart  4) 

In  1957,  the  Venereal  Disease  Unit  of  the  Public  Health  Service  was  transferred  to 
CDC,  and  with  it  came  a  new  method  to  stop  the  rampant  spread  of  sexually  transmitted 
disease.  The  Unit  had  pioneered  a  new  type  of  public  health  worker,  the  Public  Health 
Advisors  (PHAs).  These  PHAs  were  trained  to  work  in  state  and  local  health 
departments,  tracing  persons  with  sexually  transmitted  diseases  and  their  contacts,  to  help 
them  get  treatment  and  stop  the  spread  of  disease    For  over  40  years,  the  effort  to  prevent 
the  spread  of  sexually  transmitted  diseases  (STDs)  has  been  a  partnership  of  federal,  state 
and  local  health  agencies.  Working  together,  each  with  responsibility  for  a  specific 
portion  of  the  effort,  this  collaborative  effort  has  had  notable  successes.  For  example, 
STDs  such  as  chlamydia  and  gonorrhea  if  not  treated  can  lead  to  pelvic  inflammatory 
disease  (PED),  infertility,  and  other  related  complications    During  1996,  an  estimated  2.6 
million  women  will  be  infected  with  chlamydia;  between  500,000  and  1  million  of  these 
women  will  develop  PID,  100,000  to  200,000  will  become  infertile,  and  at  least  50,000 
will  suffer  a  life-threatening  ectopic  pregnancy.  Moreover,  women  who  are  infected  with 
chlamydia  have  a  three-to  fivefold  increased  risk  of  acquiring  HIV  infection.  Infants  born 
to  chlamydia-infected  mothers  are  at  a  higher  risk  for  eye  infections  and  pneumonia  during 
their  first  year  of  life. 

CDC,  in  partnership  with  the  Department's  Office  of  Population  Affairs,  initiated 
an  Infertility  Prevention  Program  in  1994  to  reduce  the  prevalence  of  chlamydia  as  well  as 
gonorrhea,  the  leading  causes  of  PID    The  model  of  the  Infertility  Prevention  Program  is 
a  partnership  among  family  planning,  STD,  and  laboratory  programs    This  program, 
focused  on  providing  chlamydia  screening  services  primarily  in  family  planning  and  STD 
clinics,  expands  a  pilot  project  initiated  in  Region  X  in  1988    This  pilot  project 
demonstrated  a  decrease  in  chlamydia  infections  by  60  percent  in  family  planning  clinics 
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over  the  6  years  the  project  has  been  in  place.  Decreases  have  been  observed  among  all 
racial,  ethnic,  and  age  categories.  Costs  for  diagnostic  tests  declined  by  20  percent 

In  1961,  CDC  assumed  responsibility  for  the  collection  and  publication  of  data  on 
nationally  notifiable  diseases.  For  35  years,  the  Morbidity  and  Mortality  Weekly  Report 
(MMWR)  has  served  as  CDC's  primary  mode  of  communication  for  disease  outbreaks  and 
trends  in  health  and  health  behavior.  Yet  during  this  period,  both  the  audience  and  the 
demand  for  the  information  has  increased.  To  keep  up  with  these  demands,  CDC  has 
capitalized  on  technological  advances  to  provide  the  information  in  a  timely  manner 
Today,  the  MMWR  is  disseminated  throughout  the  world,  via  the  Internet,  to  people  who 
work  in,  and  are  interested  in,  public  health 

Likewise,  since  its  early  years,  CDC  has  been  seen  by  its  partners  in  prevention  as 
the  central  source  for  public  health  training.  In  recent  years,  however,  formidable  barriers 
have  risen  that  have  impeded  CDC's  ability  to  fulfill  its  traditional  training  role    To  meet 
these  new  challenges,  CDC  has  redesigned  its  approach  to  training  the  public  health 
workers  through  its  Public  Health  Training  Network  (PHTN).  PHTN  program  are 
designed  to  meet  specific  learner  needs  and  use  interactive  and  engaging  media, 
conveniently  delivered  to  the  learner's  community.  Through  distance  learning,  CDC 
programs  have  been  able  to  reach  previously  unattainable,  larger  audiences  at  a  lower 
cost.  For  instance,  in  1995,  CDC  conducted  a  satellite  conference,  Epidemiology  and 
Prevention  of  Vaccine-Preventable  Diseases   This  interactive  video  conference,  offered 
twice  a  year,  provided  training  to  over  16,000  participants  at  over  500  viewing  sites- 
exceeding  the  total  number  of  persons  trained  since  CDC  immunization  training  courses 
began.  To  date,  PHTN  courses  have  reached  over  200,000  individuals  in  all  50  states,  and 
this  is  just  a  beginning    Our  goal  for  PHTN  is  to  create  a  national  "public  health  school 
without  walls,"  giving  every  public  health  worker  electronic  access  to  the  highest  quality 
training  possible.  I  believe  CDC's  innovation  in  these  areas  provides  an  excellent  example 
of  how  CDC  has  made  the  most  of  its  resources  in  an  environment  where  we  are 
increasingly  being  faced  with  shortages  in  both  human  and  financial  support. 

Another  significant  event  in  CDC's  history  was  the  publication  of  the  first  Surgeon 
General's  Report  on  Smoking  and  Health,  in  1964.  While  this  report  was  not  published  by 
CDC,  it  was  a  sentinel  event  that  showed  the  public  health  world  that  certain  unhealthy 
behavior  choices  could  lead  to  chronic  diseases  and,  with  appropriate  public  health 
programs,  could  be  changed  to  prevent  those  diseases.  CDC  is  continuing  the  precedent 
set  by  this  report  by  developing,  in  conjunction  with  the  Surgeon  General's  office  and  the 
President's  Council  on  Physical  Fitness,  the  first  Surgeon  General's  report  that  focuses  on 
the  need  for  physical  activity. 

Recent  scientific  studies  have  demonstrated  the  health  benefits  to  all  ages  of 
moderate  levels  of  physical  activity.  Regular  physical  activity  cuts  in  half  the  risk  of  dying 
of  coronary  heart  disease,  the  leading  cause  of  death  in  the  United  States,  and  appears  to 
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provide  some  protection  against  adult-onset  diabetes,  hypertension,  colon  cancer, 
osteoporosis,  and  depression.  And  yet,  approximately  60  percent  of  American  adults  do 
not  meet  recommendations  for  physical  activity,  and  29  percent  are  completely  sedentary 
Among  adolescents,  vigorous  physical  activity  declines  sharply  while  in  high  school;  the 
proportion  of  boys  who  are  vigorously  active  falls  from  81  percent  in  9th  grade  to  67 
percent  by  the  12th  grade;  the  proportion  of  vigorously  active  girls  drops  from  61  percent 
in  grade  9  to  41  percent  in  grade  12. 

The  Surgeon  General's  report  highlights  what  we  have  learned  about  physical 
activity  and  health,  what  we  are  learning  about  promoting  physical  activity  to  adults  and 
young  persons,  and  what  we  need  to  learn  that  can  help  Americans  adopt  and  maintain  a 
more  physically  active  lifestyle.  Substantial  improvements  in  health  can  accrue  to  those 
who  make  the  transition  from  inactivity  to  a  lifestyle  that  includes  even  moderate  amounts 
and  intensities  of  regular  physical  activity    We  plan  to  release  this  report  prior  to  the 
opening  of  the  1996  Summer  Olympics 

1970s  and  1980s:  New  Challenges 

In  its  third  and  fourth  decades,  CDC  was  faced  with  an  array  of  new  challenges. 
Many  of  these  events  tested  our  resources  and  pushed  CDC  staff  to  a  heightened  level  of 
effort    However,  these  events  also  provided  us  with  an  opportunity  to  garner  the 
technology,  expertise,  and  confidence  that  are  still  serving  us  today  as  we  meet  many  of 
society's  major  public  health  threats. 

In  1973,  the  National  Institute  for  Occupational  Safety  and  Health  (NIOSH) 
became  part  of  CDC    Within  months,  NIOSH  was  engaged  in  the  first  major  federal  effort 
to  prevent  occupational  diseases  and  injuries.  It  focused  on  potentially  dangerous  toxic 
substances  to  which  workers  were  exposed  such  as  asbestos,  benzene,  lead,  and  mercury, 
and  with  the  assistance  of  the  Occupational  Safety  and  Health  Administration  (OSHA), 
developed  standards  designed  to  protect  the  worker    In  developing  these  standards, 
NIOSH  and  OSHA  were  dependent  on  the  resources  and  talents  of  partners  in  federal, 
state,  and  local  government  and  many  private  sector  organizations  to  help  achieve 
successes  in  improving  health 

Today,  CDC  continues  to  expand  the  scope  and  involvement  of  these  stakeholders 
in  planning  and  implementing  national  strategies  to  improve  health  and  safety    For 
example,  in  1995,  CDC,  working  with  industry,  labor,  and  the  public,  revamped  outdated 
national  standards  for  respirators  used  to  protect  millions  of  workers  from  potentially 
hazardous  environments    The  new  standards  have  unleashed  competition  among 
respirator  manufacturers  to  produce  more  effective  protection  at  substantially  reduced 
prices,  lowering  cost  and  improving  worker  protection  across  industries.  The  benefits  to 
the  health  care  industry  alone  have  been  dramatic    Respirators  available  to  protect  health 
care  workers  from  tuberculosis  (TB)  cost  $8  before  CDC  issued  the  new  standards    Now, 
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respirator  manufacturers  are  able  to  supply  respirators  for  this  purpose  that  cost  as  little  as 
60  cents.  Based  on  an  assessment  of  costs  at  acute  care  facilities,  the  Department  of 
Veteran  Affairs  estimates  it  will  save  $16  million  annually.  The  health  care  industry  as  a 
whole  is  expected  to  save  hundreds  of  millions  annually.  The  President's  FY  1997  Budget 
also  includes  full  funding  for  a  state-of-the-art  occupational  safety  and  health  laboratory. 

In  1975,  CDC  developed  an  improved  method  to  measure  lead  in  blood  to  assess 
the  exposure  of  children  and  adults  to  lead.  Using  this  method,  CDC  was  able  to  take 
blood  lead  measurements  in  the  second  National  Health  and  Examination  Survey 
(NHANES  II)  and  found  a  close  relationship  between  lead  levels  in  the  population  and 
lead  levels  in  gasoline.  (Chart  5)  This  finding  was  a  major  reason  the  U.S.  Environmental 
Protection  Agency  (EPA)  reversed  its  decision  in  the  early  1980s  to  permit  the  addition  of 
more  lead  to  gasoline,  and  instead  moved  rapidly  to  require  removal  of  all  lead  from 
gasoline.  As  a  result  of  these  actions,  using  data  from  the  NHANES  III,  CDC  was  able  to 
demonstrate  that  from  1976  through  1991,  the  average  blood  lead  level  for  persons  in  the 
United  States  dropped  78  percent.  In  the  same  period,  the  number  of  children  ages  1  to  5 
years  with  blood  lead  levels  higher  than  10  micrograms  per  deciliter  has  decreased  from  88 
percent  to  8.9  percent.  This  reduction  is  particularly  important  to  the  health  of  our 
children  because  lead  poisoning  causes  damaging  effects  to  a  child's  intellectual 
development,  hearing,  and  growth.  Furthermore,  by  showing  where  the  remaining  blood 
lead  poisoning  problem  is  highest  (among  urban,  minority,  and  low-income  children), 
NHANES  III  data  are  helping  CDC  and  other  public  health  officials  target  future 
prevention  efforts. 

To  undertake  the  important  work  of  this  survey,  the  President  is  requesting  a  total 
of  $14.5  million  in  FY  1997  to  implement  NHANES  IV.  NHANES  is  the  only  national 
source  of  objectively  measured  health  status  data  and  is  an  important  part  of  our  national 
surveillance  capability  for  infectious  diseases,  behavioral  and  environmental  risk  factors  to 
health,  undiagnosed  preventable  illnesses,  nutritional  status,  and  other  critical  health 
measures.  No  other  effort  in  the  public  or  private  sector  can  replace  the  type  of 
information  available  through  NHANES. 

In  1976,  it  was  CDC  that  discovered  the  bacterium  that  killed  34  people  at  the 
American  Legion  convention  in  Philadelphia.  Quick  work  by  CDC  scientists  unlocked  the 
mystery  of  Legionaires'  Disease  and  saved  countless  lives.  From  this  experience,  we  were 
made  acutely  aware  of  the  need  to  be  constantly  prepared  to  handle  any  newly  emerging 
or  reemerging  health  threats.  Today,  the  lab  in  which  Legionella  pneumophila  was 
discovered  20  years  ago  is  still  in  use — and  essentially  unchanged.  In  fact,  several  of 
CDC's  laboratories  are  more  than  35  years  old  and  are  in  dire  need  of  renovation.  CDC's 
ability  to  respond  quickly  to  today's  urgent  threats  is  being  compromised  by  outdated 
laboratory  facilities.  The  President's  FY  1997  Budget  includes  an  increase  of  $4  million 
for  high  priority  laboratory  renovations.  These  renovations  are  needed  urgently  to  assure 
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the  continued  safety  of  scientists  working  with  highly  infectious  and  dangerous  organisms 
until  a  new  laboratory  building,  currently  in  the  design  phase,  is  available 

In  1981,  when  physicians  started  noticing  that  a  number  young  male  patients  were 
developing  a  rare  and  deadly  pneumonia,  they  turned  to  the  CDC  for  help  and  they  got  it. 
It  was  CDC  who  helped  the  nation  —  and  the  world  —  understand  that  the  virus  that 
causes  AIDS  was  communicable  and  preventable.  Since  this  discovery,  CDC  has  led  the 
nation's  highly  successful  effort  to  educate  individuals  about  AIDS  and  the  human 
immunodeficiency  virus  (HIV)  and  implement  programs  that  help  individuals  reduce  their 
risk  for  HIV  infection    As  the  science  progresses  and  evolves,  so  must  our  prevention 
messages  and  programs 

However,  the  fight  against  ADDS  is  far  from  over.  AIDS  is  one  of  the  few 
infectious  diseases  that  can  be  vanquished  100  percent  through  changes  in  personal 
behavior.  Tragically,  data  on  adolescents  13-19  years  of  age  highlight  that  HIV  infections 
are  continuing  to  occur  among  our  vulnerable  youth  in  the  United  States.  A  large  number 
of  adolescents  are  currently  living  with  HIV  infection,  and  many  others  are  engaging  in 
sexual  behaviors  that  place  them  at  risk  for  HIV  infection.  Factors  associated  with  early 
onset  of  sexual  activity  include  level  of  parental  supervision,  sexual  behavior  of  peers,  and 
communication  with  parents  about  sex    CDC  has  been  implementing  prevention  programs 
that  encourage  adolescents  to  delay  sexual  activity  and,  among  teens  who  are  sexually 
active,  to  reduce  their  risk  by  adopting  abstinence  or  correctly  and  consistently  using 
condoms.  The  President's  FY  1997  Budget  request  includes  $617  million  for  HIV/ AIDS 
prevention  activities  and  includes  increased  funding  for  prevention  programs  and  research 
to  help  develop  interventions  that  are  targeted,  appropriate,  and  focused  on  individual, 
social,  and  community-level  change. 

In  1986,  Congress  and  the  Administration,  recognizing  that  injuries  were  a  major 
cause  of  death  and  disability  in  this  country,  made  additional  funding  available  to  CDC  for 
developing  a  separate,  comprehensive  injury  control  program.  CDC  made  the  injury 
control  program  a  separate  Center  within  the  agency  in  June,  1992,  to  concentrate 
resources  on  combating  the  serious  public  health  problem  of  nonoccupational  injury. 

By  nearly  every  measure,  injury  ranks  as  one  of  the  nation's  most  pressing  health 
problems.  Injuries  kill  more  than  145,000  and  disable  more  than  72,000  persons  each  year 
and,  most  tragically,  kill  and  disable  more  of  our  country's  children  and  young  adults  than 
any  other  disease  or  illness.  Using  traditional  scientific  methods  of  the  public  health  model 
that  have  been  successful  against  infectious  diseases  and  environmental  emergencies, 
CDC,  often  collaborating  with  the  private  health  and  injury  control  community,  has 
developed  prevention  strategies  that  have  been  highly  successful  or  are  demonstrating 
promising  results   For  example,  CDC  collaborated  on  a  project  in  Oklahoma  City  to 
establish  a  smoke  detector  distribution  program  within  a  high-risk  community.  As  a  result 
of  this  program,  burn-related  injuries  in  the  target  area  were  reduced  by  83  percent,  while 
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the  rate  in  the  rest  of  the  city  increased  33  percent.  At  least  32  injuries  and  deaths  were 
prevented. 

In  another  example,  falls  are  the  leading  cause  of  death  for  people  over  75  and  the 
second  leading  cause  for  people  over  65    Many  who  survive  a  fall  end  up  with  disabilities 
that  cost  them  their  independence  and  reduce  their  quality  of  life.  According  to  a  CDC 
study,  exercise  is  an  effective  prevention  measure  against  injuries  caused  by  falls  among 
the  elderly.  Older  people  who  exercise  decrease  by  50  percent  their  risk  of  fracturing  a 
hip  in  a  fall.  Other  work  by  CDC  scientists  includes  developing  and  evaluating  a  checklist 
that  older  people  and  health  departments  can  use  to  identify  hazards  in  the  home  and 
showing  the  relationship  between  certain  medications  and  falls  among  older  women    The 
tremendous  potential  of  these,  and  CDC's  other  injury  control  programs,  is  especially 
important  not  only  for  helping  people  live  longer,  but  also  better,  more  productive  lives. 

1990s:  Honing  Our  Skills 

In  the  current  decade,  CDC  has  once  again  been  reminded  that  it  must  never 
become  complacent.  In  just  a  few  short  years,  CDC  has  witnessed  the  reemergence  of  old 
enemies  and  the  emergence  of  new  threats  to  health    In  addition,  we  have  recognized  that 
our  prevention  programs  can  no  longer  be  seen  as  a  "one  size  fits  all"  but,  instead,  must  be 
specifically  designed  to  meet  the  needs  of  particular  individuals,  groups,  or  communities.  I 
believe  CDC's  work  in  addressing  infectious  diseases  and  programs  targeted  for  women 
provide  two  excellent  examples  of  how  CDC  has  risen  to  meet  the  challenges  this  decade 
has  presented. 

Infectious  diseases  remain  the  leading  cause  of  death  worldwide.  Recently, 
CDC  has  been  working  to  stop  the  emergence  of  new  infectious  diseases  such  as  the 
Ebola  and  hanta  viruses  and,  at  the  same  time,  prevent  outbreaks  of  food  and  waterborne 
illnesses,  such  as  those  caused  by  E.  coli  0157.H7  and  Cryptosporidium.   (Chart  6)  To 
meet  the  challenges  posed  by  these  infectious  disease  threats,  a  strong  public  health 
capacity  at  both  the  national  and  state  levels  must  be  in  place    Unfortunately,  the  public 
health  infrastructure  currently  in  this  country,  as  well  as  worldwide,  is  poorly  prepared  to 
address  the  challenges  of  emerging  infections.  The  President's  FY  1997  Budget  request 
includes  a  total  of  $45  million  for  investment  in  the  incremental  implementation  of  CDC's 
national  strategy,  "Addressing  Emerging  Infectious  Disease  Threats:  A  Prevention 
Strategy  for  the  United  States." 

This  plan  specifies  necessary  actions  for  revitalizing  our  nation's  ability  to 
identify,  contain,  and  prevent  illness  from  emerging  infectious  diseases.  Particularly 
critical  to  meeting  the  challenge  are  CDC's  partnerships  with  state  health  departments 
and  other  domestic  and  international  organizations.   Each  of  these  partners  will  play  an 
integral  role  in  the  cooperative  efforts  required  to  safeguard  the  public's  health  from 
emerging  infectious  disease  threats.      We  are  very  pleased  with  the  progress  we  have 
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made  with  funds  provided  by  the  Committee  to  begin  implementation  of  the  highest 
priority  items  of  the  plan,  and  we  look  forward  to  continued  implementation  of  the 
plan. 

In  recent  years,  women's  health  has  emerged  as  a  prominent  public  health  issue 
and  is  currently  one  of  CDC's  highest  priorities.  CDC's  strategy  is  to  focus  on  the  most 
significant  health  issues  faced  by  women  at  every  stage  of  their  lives    This  approach  has 
heightened  sensitivity  to  the  health  needs  of  women,  while  ensuring  that  women's  health 
activities  are  interwoven  with  prevention  programs  that  protect  and  promote  the  health  of 
all  Americans. 

In  1995,  an  estimated  198,000  women  were  diagnosed  with  either  breast  or 
cervical  cancer,  more  than  50,000  died.  Recent  data  show  that  the  death  rate  from  breast 
cancer  from  1989  to  1992  in  the  U.S.  declined  by  approximately  4.7  percent.  Most  public 
health  experts  believe  that  one  contributing  factor  is  the  increase  in  the  utilization  of 
screening  mammography.  CDC's  Breast  and  Cervical  Cancer  Early  Detection  and  Control 
Program  funds  50  state  health  agencies,  3  territories,  the  District  of  Columbia,  and  9  tribal 
organizations.  This  national  program  provides  critical  breast  and  cervical  cancer  screening 
services  to  women  of  low  income,  the  elderly,  and  minorities,  including  Native  Americans. 
As  a  result  of  the  program,  over  400,000  Pap  tests  and  274,000  mammograms  have  been 
provided  to  eligible  women 

CDC's  Unique  Role 

To  fulfill  our  vision  of  Healthy  People  in  a  Healthy  World  through  Prevention, 
CDC  today  addresses  the  leading,  preventable  health  problem.,  affecting  Americans. 
(Chart  7)  CDC  has  a  unique  capability  for  rapid  detection  and  investigation  of  outbreaks 
and  epidemics,  accompanied  by  the  laboratory  expertise  required  to  investigate  known 
diseases  and  identify  causes  of  new  diseases    CDC's  leadership  in  rapid  response  to 
urgent  threats  to  health  is  based  both  on  its  own  skill  and  resources  as  well  as  on  its 
partnership  with  state  and  local  health  departments,  other  private  and  public  sector 
organizations  throughout  the  nation,  and  international  entities.  Despite  a  tight  fiscal 
environment,  CDC  must  keep  this  essential  ability  to  respond  to  infectious  and  chronic 
diseases  as  well  as  environmental  and  occupational  hazards.  No  other  Federal  agency,  no 
state  or  local  agency,  nor  any  private  organization  has  the  expertise  or  resources  to 
assume  responsibility  for  this  alone    We  must  all  work  together  because  in  many  ways, 
this  capability  to  protect  ourselves  against  these  threats  to  health  is  as  important  to  the 
national  security  as  our  ability  to  defend  ourselves  against  military  aggression. 

Conclusion 

As  the  twenty-first  century  approaches,  CDC  and  the  nation's  public  health  system 
faces  challenges  far  more  complex  than  those  foreseen  in  the  1940's    Mr.  Chairman,  I 
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urge  you  and  the  other  members  of  the  Subcommittee  to  continue  your  support  for 
programs  that  improve  the  quality  of  life  of  all  our  citizens  by  preventing  illness,  injury, 
and  disability.  An  investment  in  public  health  is  an  investment  in  the  health  of  our 
communities.  Public  health  promotion  as  practiced  by  CDC  and  its  partners  is  a  sound 
investment.     Public  health  saves  lives,  and  public  health  saves  money.  With  your  support 
for  the  President's  FY  1997  Budget  request  of  $2,229,900,000  for  CDC,  we  will  be  able 
to  make  prevention  pay  dividends  for  more  Americans.  I  will  be  happy  to  answer  any 
questions  now. 
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Charts 


Chart  1  -  CDC  50th  Anniversary  Logo 

Chart  2  -  Public  Health  Approach  Model 

Chart  3  -  National  Geographic  Cover  of  "Disease  Detectives'" 

Chart  4  -  Polio  Map  Comparing  1988  to  1994 

Chart  5  -  NHANES  Van  Picture 

Chart  6  -  Ebola  Outbreak  Picture 

Chart  7  -  Vision  Statement 


[Note:  Charts  3  through  7  were  not  suitable  for  printing.] 
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POLIO  ERADICATION 

Mr.  Porter.  Dr.  Satcher,  we  agree  with  you  about  the  impor- 
tance of  the  work  that  you  and  CDC  do  and  want  to  give  you  the 
resources  that  you  need  to  do  that  work  within  the  limits  of  our 
ability  and  our  602(b)  allocation,  which  is  going  to  be  very,  very  im- 
portant to  what  we  can  accomplish. 

I  have  been  very  supportive  and  commend  you  for  your  efforts  to 
eradicate  polio  in  conjunction  with  Rotary  International.  You  men- 
tioned that  your  budget  asks  for  a  $20  million  increase  in  that 
area.  Which  is  the  more  important  role,  the  purchase  of  polio  vac- 
cine with  the  additional  money  or  technical  assistance  to  groups 
like  the  World  Health  Organization? 

Dr.  Satcher.  It  is  difficult  for  us  to  answer  that  question.  Obvi- 
ously, without  the  vaccine,  we  can't  have  the  immunization  efforts 
that  we  need  to  have  and  we  need  to  support  that  effort.  That's 
only  a  partial  support  for  that  purchase.  But,  also,  we  think  that 
the  technical  support  that  we  have  provided,  including  our  labora- 
tory support  is  essential.  Whenever  there  is  a  new  polio  outbreak, 
samples  are  sent  to  our  laboratory  to  look  at  the  variant,  and  that 
has  been  very  important  in  controlling  disease  outbreaks.  It  is  the 
only  laboratory  of  this  kind,  and  it  does  that  work  for  WHO  and 
others.  So  the  technical  support  that  we  provide  for  this  effort  is 
very  important.  It  has  been  difficult  for  us  to  separate  them  in 
terms  of  which  is  most  important. 

Mr.  Porter.  What  are  the  outyear  estimates  of  CDC  funding 
that  will  be  required  to  complete  the  polio  initiative? 

Dr.  Satcher.  Let  me  say  first,  and  I  think  I  mentioned  this  ear- 
lier, it  will  cost  about  $100  million  to  $125  million  per  year  be- 
tween now  and  the  year  2000,  and  most  of  that  will  not  come  from 
CDC.  Rotary  will  continue  to  support  it,  and  WHO  to  a  certain  ex- 
tent. The  difficulty  we  have  in  saying  exactly  what  it  will  cost  us 
going  forward  is  that  we  try  to  assess  what  other  groups  will  con- 
tribute to  this  effort.  But  I  think  this  brings  us  to  $47  million,  if 
we  are  able  to  get  the  $20  million  increase,  and  we  will  probably 
need  some  increase  going  forward  at  about  that  level. 

IMMUNIZATION 

Mr.  Porter.  During  the  past  year,  Dr.  Satcher,  we  heard  esti- 
mates of  disturbingly  high  unspent  prior  year  balances  of  immuni- 
zation funds  held  at  the  State  level.  Congress  rescinded  $53  million 
of  these  balances  in  the  omnibus  spending  bill  last  week.  How 
much  prior  year  funding  from  all  years  remains  available  at  the 
State  level,  and  why  have  States  been  unable  to  spend  these  funds? 

Dr.  Satcher.  Let  me  answer  the  second  part  of  the  question  and 
we  will  get  you  the  specific  answer  to  the  first  part  of  the  question 
because  I  don't  have  that  number.  I  know  that  for  half  of  these 
States,  we're  talking  only  about  a  10-percent  or  less  carryover.  As 
you  know,  last  year  we  required  States  to  spend  at  least  10  percent 
of  their  funds  in  conjunction  with  Women,  Infants  and  Children 
programs.  So  that's  having  an  impact. 

I  think  the  thing  that's  responsible  for  the  carryover  is  that  these 
are  major  new  interventions  that  the  States  are  building  in  terms 
of  developing  systems  that  they  have  not  had  in  place  before,  such 
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as  setting  up  new  clinics.  It  has  taken  start-up  time.  This  has  not 
been  unusual  with  new  programs  that  CDC  has  started  over  the 
years.  So  from  our  perspective,  it  has  not  been  that  unusual  that, 
in  these  early  years,  the  States  have  had  these  carry-overs.  We  be- 
lieve they  are  beginning  to  catch  up  and  we  believe  that  in  the  fu- 
ture they  will  spend  these  essential  funds  in  a  timely  manner. 

We  are  giving,  as  you  know,  more  guidance  in  terms  of  trying  to 
better  target  pockets  of  needs  and  the  WIC  program  is  an  example 
of  that.  We're  doing  some  work  with  the  Department  of  Housing 
and  Urban  Development  trying  to  become  involved  with  housing 
projects  so  that  we  can  better  access  populations  that  we're  not 
reaching  very  well  right  now. 

Mr.  Porter.  Although  last  year's  budget  bill  would  have  re- 
pealed the  Vaccines  For  Children  (VFC)  program,  the  President's 
veto  ensured  its  continuation  for  at  least  one  more  year.  Questions 
remain,  however,  about  its  operations.  First,  what  is  your  current 
policy  regarding  the  distribution  of  vaccines  directly  to  physicians' 
offices?  Initially,  you  had  intended  to  rely  on  State  distribution  sys- 
tems. Has  that  changed,  and  do  you  feel  you  have  clear  legal  au- 
thority to  pay  for  distribution  costs  with  VFC  funds? 

Dr.  Satcher.  All  States  are  now  distributing  vaccines  for  their 
public  clinics  and  46  States  are  now  distributing  vaccines  to  private 
providers.  We  have  about  36,000  providers  enrolled  in  this  program 
and  virtually  all  of  the  States  are  now  distributing  vaccines  to 
them. 

Our  program  did  develop  a  contract  and  recently  submitted  it  to 
the  States  for  comments  on  development  of  a  distribution  program 
that  one  or  more  States  jointly  could  apply  for,  or  the  private  sector 
could  apply  for  funds.  So  we  still  hold  open  the  option  of  there 
being  distributors  on  a  national  level.  We  have  felt  that  we  had  au- 
thority to  support  distribution. 

COLORECTAL  CANCER 

Mr.  Porter.  Thank  you,  Dr.  Satcher.  Mrs.  Lowey. 

Mrs.  LOWEY.  Thank  you,  Mr.  Chairman.  Welcome,  Dr.  Satcher. 
I  want  to  thank  you  for  all  your  important  work  in  a  whole  range 
of  areas  and  the  range  for  CDC  certainly  has  increased.  As  you 
know,  Dr.  Satcher,  colorectal  cancer  is  the  third  most  commonly  di- 
agnosed cancer  for  both  men  and  women  in  the  United  States. 
More  than  133,500  cases  will  be  diagnosed  in  1996  and,  more  dis- 
turbingly, colorectal  cancer  is  the  second  leading  cause  of  cancer  re- 
lated deaths  in  the  United  States.  In  1996,  nearly  55,000  Ameri- 
cans are  expected  to  die  from  colorectal  cancer.  As  you  also  know, 
survival  is  greatly  enhanced  when  colorectal  cancer  is  detected  and 
treated  early.  The  five  year  survival  rate  drops  from  91  percent 
when  cancer  is  diagnosed  at  a  localized  stage  to  only  7  percent 
when  diagnosed  at  an  advanced  stage.  These  figures  clearly  indi- 
cate the  importance  of  early  detection  and  treatment. 

Dr.  Satcher,  could  you  elaborate  on  the  status  of  colorectal  cancer 
as  a  public  health  problem.  It  is  my  understanding  that  there  are 
a  variety  of  screening  procedures  used  for  the  detection  of 
colorectal  cancer.  Are  Americans  taking  advantage  of  these  screen- 
ing tests?  I  would  be  interested  to  know  your  view  of  the  accuracy 
of  these  tests.  And  finally,  I  understand  that  CDC  would  like  to  ini- 
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tiate  a  public  education  and  awareness  program  with  respect  to  the 
importance  of  colorectal  screening.  Could  you  tell  us  a  little  bit 
more  about  the  initiative  and  its  current  status. 

Dr.  Satcher.  First,  let  me  say  that  I  think  you  are  absolutely 
right.  This  is  a  very  serious  problem  and  one  where  there  are  real 
opportunities  for  prevention  and  early  diagnosis.  It  is  the  second 
leading  cause  of  death  among  cancers.  But  to  get  to  the  bottom 
line,  we  are  not  doing  well.  There  is,  as  you  know,  a  stool  blood 
test  that  is  recommended,  but  also  especially  for  people  over  50  the 
flexible  sigmoidoscopy.  Based  on  our  surveys,  and  this  is  a  part  of 
the  National  Health  Interview  Surveys,  people  are  not  taking  ad- 
vantage of  that.  Probably  less  than  10  percent  of  men,  for  example, 
who  are  supposed  to  have  flexible  sigmoidoscopy  after  the  age  of 
50  every  three  to  five  years  are  getting  it  every  three  years,  and 
only  about  25  percent  of  people  getting  the  stool  blood  test.  So  we 
think  it  is  indeed  an  area  where  there  is  an  opportunity  for  inter- 
vention. 

There  are  some  lines  that  get  a  little  blurred.  We're  working  with 
the  National  Cancer  Institute  because  they  have  programs  in  this 
area  as  well.  CDC  would  like  to  implement  national  education  pro- 
grams and  other  prevention  strategies.  We  are  doing  some  work 
with  the  American  Cancer  Society  that  has  a  major  interest  in  this 
area  and  we're  trying  to  develop  a  public-private  partnership  so 
that  we  can  in  fact  make  Americans — and  this  includes  providers 
because  it  is  not  just  a  patient  problem.  It's  like  a  lot  of  other 
things  we  talk  about  with  immunization,  there  are  still  providers 
that  are  not  taking  advantage  of  interaction  with  patients  that 
they  see  to  make  sure  that  they  get  information  about  the  impor- 
tance of  this  problem  and  they  get  the  necessary  procedures.  So  we 
think  there  are  opportunities  there  for  making  a  major  difference 
in  a  major  cause  of  death  in  this  country. 

Mrs.  Lowey.  I  would  be  interested  to  know  your  views  or  if  there 
are  any  statistics  on  the  accuracy  of  these  tests.  Actually,  a  case 
was  brought  to  my  attention  whereby  an  early  polyp  was  treated 
as  diarrhea  or  as  minor  illness  rather  than  the  severe  case  of  pre- 
cancer which  turned  into  a  major  cancer  polyp  and  the  person  is 
no  longer  here.  I  just  wonder  about  your  views  and  the  statistics 
related  to  the  accuracy  of  these  tests. 

Dr.  Satcher.  I  think  from  the  standpoint  of  screening  tests, 
these  tests  are  very  sensitive.  The  specificity  is  low,  but  when  you 
have  a  test  that  is  so  important  in  terms  of  saving  lives,  you  want 
it  to  have  a  very  high  sensitivity;  that  means,  you  don't  miss  the 
disease  if  it  is  there.  You  may  have  some  positive  tests  that  you 
later  find  are  caused  by  something  else,  which  means  the  specific- 
ity can  be  lower.  But  from  our  experience,  it  is  a  very  sensitive  test 
and  the  real  question  of  course  is  in  whose  hands.  It  is  very  impor- 
tant that  people  be  trained,  for  example,  in  flexible  sigmoidoscopy 
in  order  to  make  the  right  judgments  and  that  people  are  appro- 
priately referred  on  a  timely  basis  to  highly  skilled  people  in  terms 
of  reading  these  tests.  But  the  tests  I  think  are  very  sensitive  and 
the  specificity  is  certainly  acceptable. 
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EBOLA  VIRUS 


Mrs.  Lowey.  Thank  you.  In  another  area,  in  your  testimony  you 
refer  to  the  tracking  of  the  ebola  virus  in  Africa.  I  would  like  to 
touch  on  the  recent  ebola  scare  in  Texas.  I  want  to  make  sure  that 
steps  are  being  taken  to  ensure  the  safety  and  the  well-being  of  the 
American  people.  As  you  are  aware,  a  monkey  imported  from  the 
Philippines  and  held  in  a  quarantine  facility  in  Texas  died  from 
Ebola  Reston  on  March  30.  Ten  days  later,  a  second  monkey  be- 
came ill  and  although  the  monkey  had  not  displayed  symptoms 
typical  of  Ebola,  testing  confirmed  that  the  monkey  had  contracted 
the  virus.  This  second  monkey  was  immediately  euthenized  as 
were  the  other  48  monkeys  housed  in  this  same  quarantine  room. 

Following  the  initial  outbreak  of  Ebola  Reston  in  1989,  the  CDC 
strengthened  its  monkey  importation  and  quarantine  guidelines 
and  regulations.  In  mid- 1990,  the  CDC  implemented  guidelines 
which  required  the  testing  of  all  imported  monkeys  known  to  carry 
the  virus  during  a  mandatory  31-day  quarantine  period.  However, 
these  guidelines  were  relaxed  in  1991  and  again  this  year  to  re- 
quire only  the  testing  of  sick  monkeys  exhibiting  the  symptoms  of 
Ebola.  It  appears  that  the  current  guidelines  were  sufficient  to  pre- 
vent the  virus  from  spreading  outside  the  facility.  Clearly,  however, 
it  is  possible  that  one  day  some  imported  monkeys  could  bring  to 
the  United  States  a  strain  of  the  virus  every  bit  as  deadly  to  people 
as  the  strain  that  wreaked  havoc  in  Zaire.  Everyone  here  would 
agree  that  CDC  guidelines  must  be  strong  enough  to  prevent  such 
a  tragedy  in  the  United  States. 

EBOLA  RESTON-QUARANTINE  PERIOD 

Dr.  Satcher,  can  you  tell  us  what  evidence  led  the  CDC  to  modify 
its  guidelines  to  require  only  the  testing  of  diseased  monkeys  or 
sick  monkeys  exhibiting  symptoms  of  Ebola  rather  than  every  mon- 
key? And  secondly,  my  own  State  of  New  York  requires  a  60-day 
quarantine  period  as  opposed  to  31  days  required  by  CDC,  and  re- 
quires the  testing  of  all  monkeys  upon  entering  and  leaving  the 
quarantine  facility,  much  like  CDC's  policy  back  in  1991.  In  light 
of  the  Texas  outbreak,  is  the  CDC  considering  strengthening  its 
guidelines,  perhaps  making  them  as  stringent  as  those  in  New 
York? 

Dr.  Satcher.  I  am  going  to  ask  Dr.  Ruth  Berkelman  to  comment 
on  that  because  it  is  a  very  important  question  and  I  think  the  de- 
cisions we  make  relative  to  those  kinds  of  threats  are  critical  to  the 
health  of  the  American  people.  I  am  comfortable  that  our  guide- 
lines are  based  on  the  best  science.  Obviously,  we  have  the  highest 
regard  for  our  colleagues  in  New  York;  we  have  some  very  good 
people  at  the  State  level  and  in  New  York  City  and  we  have  a  very 
good  working  relationship  with  them.  CDC  sets  guidelines  for  the 
whole  Nation  and  they  must,  therefore,  be  guidelines  that  meet  a 
few  tests.  Number  one,  they  must  be  based  on  good  science  in 
terms  of  what's  the  incubation  period  for  the  organism  involved, 
and  therefore  what  is  a  safe  period  of  time  to  maintain  animals  in 
quarantine.  We  have  asked  those  difficult  questions.  We  have  to 
also  make  decisions  about  quarantine  based  on  cost-related  issues. 
As  long  as  we're  convinced  that  the  guidelines  are  safe  and  will 
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protect  the  American  people,  you  could  give  30  more  days  of  protec- 
tion. But  we  have  to  balance  the  best  science  in  terms  of  protecting 
the  people  and  also  what  can  we  expect  from  the  private  sectors 
and  others  in  carrying  out  the  guidelines. 

Ruth  will  comment  on  that. 

Mrs.  LOWEY.  As  Dr.  Berkelman  responds  to  that,  I  would  also 
like  you  to  consider,  what  if  a  new  strain  develops  with  a  longer 
incubation  period?  What  if  a  monkey  gets  sick  but  doesn't  show 
traditional  signs  of  Ebola?  It  seems  to  me  prudence  would  show  a 
longer  quarantine  period. 

Dr.  Berkelman.  I  think  you  are  correct  to  be  looking  at  the 
whole  issue  and  thinking  through  this,  and  we  do  continually.  It 
is  important  that  the  measures  we've  taken  did  pick  this  up,  as  you 
stated,  but  that,  again,  we  do  need  to  continually  assess  them.  The 
incubation  period  for  all  four  of  the  known  Ebola  viruses  is  ap- 
proximately 7  to  10  days  and  almost  all  monkeys  would  become  ill, 
if  infected,  within  14  days.  It  is  on  this  basis  that  we  have  used 
a  31-day  quarantine  period.  These  monkeys  are  also  being  tested 
for  tuberculosis  which  takes  about  30  days.  If  we  were  concerned 
only  with  actually  Ebola,  the  shorter  quarantine  period  could  have 
been  considered.  We  have  been  comfortable  with  the  31  day  quar- 
antine period.  We  will  look  at  it  again.  But  the  science  right  now 
would  support  the  31-day  quarantine  period. 

You're  correct  that  this  first  monkey  did  not  show  the  symptoms 
that  are  typical  of  Ebola.  In  the  early  1990s  we  and  USAMRIID  at 
Fort  Detrick  did  a  number  of  experimental  studies  infecting  mon- 
keys to  determine  what  are  typical  Ebola  symptoms.  It  is  on  the 
basis  of  those  studies  that  we  changed  the  quarantine  measures. 
We  will  reassess  current  data. 

One  other  thing,  it  is  important  that  in  this  particular  case  all 
the  monkeys  were  bled  when  they  came  in.  We  have  gone  back  and 
looked  at  those  bloods  and  all  the  monkeys  were  serologically  nega- 
tive. Serologic  testing  can  be  misleading.  We  believe  on  the  basis 
of  science  that  looking  at  ill  monkeys  and  dead  monkeys  actually 
helps  us  more  than  reliance  on  the  serologic  testing.  But  we  will 
continue  to  assess  the  data. 

Mr.  Porter.  Mrs.  Lowey  you  have  used  up  both  your  first  round 
and  your  second  round.  So  I  am  going  to  have  to  go  on. 

Mrs.  Lowey.  Okay.  Thank  you,  Mr.  Chairman.  I  just  felt  this 
was  an  important  question. 

Mr.  Porter.  It  is  an  important  question. 

Mrs.  Lowey.  I  would  hope  we  can  follow  up  on  this.  Thank  you 
very  much,  Mr.  Chairman. 

Mr.  Porter.  Mr.  Stokes. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman.  Dr.  Satcher,  welcome 
back  before  our  subcommittee. 

Dr.  Satcher.  Thank  you. 

hiv/aids — AIDS 

Mr.  Stokes.  Let  me  associate  myself  with  the  remarks  of  our 
Chairman  in  congratulating  CDC  upon  its  fiftieth  anniversary. 
Last  year,  Dr.  Satcher,  the  number  of  AIDS  cases  passed  the  grim 
half  a  million  mark.  To  what  extent  are  we  seeing  a  change  in  the 
face  of  AIDS? 
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Dr.  Satcher.  In  just  a  moment  I  am  going  to  ask  Dr.  Helene 
Gayle  to  comment  on  that  further,  she  directs  our  AIDS  center. 
Without  question,  we  think  that  the  AIDS  epidemic  is  changing. 
When  you  look  at  the  500,000-plus  cases  that  were  reported,  when 
we  reached  that  mark  in  1995,  if  you  go  back  and  compare  it  with 
the  mid-  1980s,  there  is  a  difference  in  terms  of  the  involvement  of 
women,  for  example,  and  the  involvement  of  minorities,  and  in  the 
role  of  IV  drug  abuse  and  the  heterosexual  transmission  sometimes 
related  to  IV  drug  abuse,  sometimes  related  to  bisexuality,  and 
sometimes  related  to  what  we  see  throughout  the  world  where  this 
is  primarily  a  heterosexual  disease. 

We  still  see  it  as  a  serious  problem  in  terms  of  the  gay  commu- 
nity and  we  have  targeted  many  of  our  programs  to  that  commu- 
nity. We  have  some  very  good  partnerships  with  that  community. 
We  have  tried  very  hard  to  better  target  our  programs  to  minority 
communities  in  recent  years  because  of  the  disproportionate  impact 
on  African-Americans  and  Hispanics.  We  have  also  tried  to  deal 
with  the  fact  that  we're  seeing  it  in  a  younger  population  and  be- 
lieving now  that  over  half  of  the  cases  are  contracted  before  the  age 
of  25,  and  in  as  much  as  a  quarter  of  them  before  the  age  of  22. 
So  all  of  those  changes  are  saying  to  us  that  we  have  to  continue 
to  target  strategies  to  populations  that  are  at  greatest  risk.  Let  me 
ask  Dr.  Gayle  to  comment  on  that  further. 

Dr.  Gayle.  Thank  you.  I  don't  have  a  lot  to  add  to  that.  I  think 
it  is  clear  that  this  epidemic  is  increasingly  affecting  people  of 
color,  African-American  and  Hispanic,  it  is  increasingly  affecting 
younger  gay  men  than  originally  in  the  epidemic,  and  that  injecting 
drug  users,  partners  of  injecting  drug  users,  and  women  are  in- 
creasingly being  affected  by  this  epidemic.  As  Dr.  Satcher  men- 
tioned, we  are  looking  at  the  trends  and  making  sure  that  our  pro- 
grams are  effectively  targeting  the  groups  at  highest  risk. 

As  you  probably  know,  over  the  last  couple  of  years  CDC  has 
moved  to  funding  our  State  and  local  partners  through  the  commu- 
nity planning  process.  So  we  use  community  planning  where  States 
and  local  health  departments  that  we  fund  are  required  to  put  to- 
gether a  community  planning  board  that  in  partnership  with  the 
health  departments  make  decisions  about  where  funds  are  allo- 
cated for  HIV  prevention  activities.  We  clearly  put  a  lot  of  focus  on 
those  community  planning  boards  being  representative  of  the  com- 
munity, both  the  community  generally,  but  also  the  communities  at 
greatest  risk,  so  the  decisions  made  about  how  funds  are  appro- 
priated take  into  consideration  all  of  those  things.  We  feel  that  this 
is  and  increasingly  will  be  a  way  of  most  effectively  targeting  the 
groups  at  greatest  risk  and  also  having  communities  be  partners 
in  decisions  about  funding  for  HIV  prevention  dollars. 

INJURY— VIOLENCE 

Mr.  Stokes.  Thank  you,  Dr.  Gayle.  Dr.  Satcher,  violence  has  be- 
come a  national  public  health  problem  adversely  affecting  and  im- 
pacting each  of  us  individually  and  collectively.  What  age  groups 
of  victims  are  most  adversely  impacted  now  by  violence? 

Dr.  Satcher.  Violence  is  a  tremendous  public  health  problem.  As 
we  look  at  changes  that  have  taken  place  in  public  health  over  the 
years  and  the  epidemiology,  one  of  the  things  that  stands  out  is  the 
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increasing  role  of  injuries  in  general  in  terms  of  causes  of  death. 
If  you  compare  that  now  with  the  situation  when  CDC  started  50 
years  ago  when  infectious  diseases  were  predominant,  today,  of 
course,  heart  disease  and  cancer.  But  injuries  are  right  up  there  es- 
pecially in  terms  of  years  of  potential  life  lost.  And  that  gets  to 
your  question  of  violence. 

Actually,  violence  is  the  second  leading  cause  of  death  in  people 
in  this  country  between  the  ages  of  15  and  24,  and  among  African- 
Americans  between  ages  of  15  to  24  it  is  the  leading  cause  of  death. 
But  the  other  thing  that  is  really  disturbing  is  that  it  is  what  is 
happening  with  teenagers.  Vice  President  Gore  and  I  were  at  the 
Jefferson  Junior  High  School  last  week  on  a  panel  with  teenagers. 
We  know  from  statistics,  for  example,  that  there  has  been  a  three- 
fold increase  in  the  risk  of  homicide  among  teenagers  in  the  last 
ten  years  or  so.  It  is  one  thing  to  know  that  from  statistics,  it  is 
another  thing  to  talk  to  teenagers  about  how  it  feels  to  live  in  a 
violent  community,  how  it  feels  to  see  your  classmates  killed  vio- 
lently, or  how  it  feels  not  to  feel  safe  walking  on  the  streets  or 
playing  a  basketball  game  where  all  of  a  sudden,  shooting  breaks 
out.  Those  were  the  kinds  of  stories  that  we  heard  from  those  teen- 
agers. It  is  overwhelming.  A  lot  of  them  are  depressed  about  it, 
easily  provoked  to  tears  as  they  talked  about  it. 

I  want  to  say  something  else  too,  and  I  think  it  is  an  important 
point  to  make,  homicide  is  a  major  part  of  this  problem  but  suicide 
is  also  a  part  of  it.  And  even  though  homicide  disproportionately 
affects  African-Americans,  I  think  suicide  disproportionately  affects 
white  teenagers.  It  is  a  serious  problem  and  in  a  sense  related 
again  to  the  environment  in  which  we  live,  some  of  the  hopeless- 
ness, some  of  the  fragmentation,  the  easy  access  to  guns,  all  of 
those  things  when  put  together  constitute  what  we  consider  to  be 
a  major  part  of  this  problem. 

I  am  going  to  ask  Dr.  Rosenberg  to  comment  on  some  of  our  re- 
sponses. But  I  want  to  point  out  that  as  Director  of  CDC,  number 
one,  I  am  comfortable  and  convinced  this  is  a  critical  public  health 
problem  which  we  cannot  walk  away  from.  We  must  deal  with  it 
even  though  the  science  often  leads  to  controversy.  We  are  an  agen- 
cy that  works  on  the  basis  of  science.  We  are  not  anti-guns;  we  are 
anti-children  having  guns,  we  are  also  anti-youth  being  killed  with 
guns,  and  we're  anti-people  shooting  policemen  with  guns.  We  are 
not  anti-law-abiding  citizens  having  guns. 

Our  work  is  to  look  at  the  impact  of  all  of  these  things.  We  look 
at  the  physical  environment  in  this  country  in  many  of  our  pro- 
grams, that  includes  vacant  buildings  and  the  impact  that  they 
have  on  violence,  that  includes  what  happens  when  streets  are  bet- 
ter lighted,  but  it  also  includes  whether  children  have  access  to 
guns  in  their  communities.  As  in  many  of  the  inner-city  commu- 
nities now,  they  do  just  by  walking  down  the  street. 

In  addition  to  the  physical  environment,  we  look  at  the  social  en- 
vironment. We  look  at  things  like  whether  kids  stay  in  school, 
whether  they  have  success  early  in  their  lives,  whether  they  have 
access  to  jobs,  whether  they  have  access  to  healthy  after  school  pro- 
grams, and  there  are  programs  all  over  the  country  that  deal  with 
each  one  of  those  issues.  We  also  look  at  what  we  can  do  to  im- 
prove an  individual's  ability  to  deal  with  violent  environments.  We 
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have  programs  in  conflict  resolution.  I  was  able  to  visit  one  of  them 
in  North  Carolina  that  stands  out,  in  which  our  program  has  sup- 
ported the  recruitment  of  young  African-American  men  who  are 
willing  to  serve  as  mentors  and  role  models  for  teenagers  who  are 
from  single  parent  households.  The  difference  that  has  made  in  the 
lives  of  some  of  these  teenagers  is  tremendous.  I  can't  help  but 
think  of  you  and  your  brother.  I'm  sure  you  remember  that  when 
I  was  in  medical  school  your  brother  ran  for  mayor  and  became  the 
first  black  mayor  of  a  major  city  in  this  country  and  you  ran  for 
Congress.  That's  28  years  ago.  But  it  makes  a  tremendous  dif- 
ference to  have  positive  role  models,  people  who  really  stand  out 
because  they  believe  that  they  can  change  things  for  the  better  in 
this  country  and  they  communicate  that  message  to  young  people. 
All  of  those  things  are  a  part  of  what  we're  trying  to  do  with  our 
program  and  we  don't  apologize  for  that. 

Mr.  Stokes.  Thank  you,  Dr.  Satcher.  Did  you  want  Dr.  Rosen- 
berg to  comment  further? 

Dr.  Satcher.  Sure. 

Dr.  Rosenberg.  I  would  just  add  I  think  the  most  important 
point  we  need  to  get  across  about  this  problem  of  violence  in  our 
country  is  that  we  can  change  it.  It  is  not  something  that  has  to 
be  part  of  the  landscape.  We  don't  have  to  put  up  with  our  young 
people  killing  themselves  at  what  are  now  triple  the  rates  from  the 
1950s.  And  we  don't  have  to  live  with  this  amount  of  violence 
against  women,  violence  in  the  family  or  violence  among  our  youth 
on  the  streets.  It  is  preventable.  That's  really  at  the  heart  of  this. 
I  think  the  biggest  obstacle  sometimes  is  the  sense  of  fatalism,  the 
sense  that  this  is  just  part  of  life  and  that  we  in  the  African-Amer- 
ican community  have  to  accept  this,  or  that  we  in  the  Hispanic 
community  just  have  to  accept  this,  or  all  of  us.  I  think  there  is 
no  one  here  that  is  not  touched  in  some  way  and  our  lives  not  di- 
minished by  violence  in  our  cities  and  in  our  rural  areas.  But  I 
think  the  important  sense  is  that  we  can  address  the  problem,  we 
can  understand  it,  and  we  can  prevent  it. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Stokes.  Mr.  Hoyer. 

SMALLPOX 

Mr.  Hoyer.  Thank  you,  Mr.  Chairman.  Dr.  Satcher,  welcome 
again.  It  is  good  to  see  you.  Dr.  Satcher,  to  place  the  investment 
in  context,  I  was  very  interested  in  your  statement,  first  of  all, 
where  you  observed  that  smallpox  is  the  only  malady  of  mankind 
that  we've  had  the  ability  to  wipe  from  the  face  of  the  Earth  and 
that  that  cost  $30  million  to  do  for  the  United  States,  I  don't  know 
how  much  from  others.  Do  you  by  any  chance  have  that  in  the  con- 
text of  1996  dollars?  What  I  am  getting  at  is  then  you  say  by  the 
end  of  the  century  we  want  to  try  to  obliterate  polio  from  the  face 
of  the  Earth,  and  you  are  asking  for  funds  to  do  that.  You  note 
with  respect  to  smallpox  that  it  only  takes  26  days  of  savings  for 
vaccines  to  pay  the  whole  cost  of  obliterating  it. 

Dr.  Satcher.  That's  exactly  right.  It  is  a  dramatic  example  of 
prevention  effectiveness,  and  that's  an  area  that  we're  doing  much 
more  in  right  now. 

Mr.  Hoyer.  If  you  don't  have  that 
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Dr.  Satcher.  We  can  give  you  the  specific  figures  on  smallpox 
in  terms  of  making  sure  that  we  have  the  exact  figures  in  today's 
terms. 

[The  information  follows:] 

Approximately  $32  million  was  spent  by  the  United  States  from  1967-1977  to 
eradicate  smallpox.  Using  the  consumer  price  index  for  1972,  the  mid-year  invest- 
ment to  estimate  1996  current  year  dollars,  it  would  take  at  least  $115  million  to 
duplicate  this  economic  investment. 

POLIO  AND  IMMUNIZATIONS 

Mr.  Hoyer.  You  get  what  I'm  talking  about?  We  talk  about  doing 
this  and  the  taxpayer  has  to  come  up  with  an  investment.  Now  if 
that  investment  eliminates  polio  or  eliminates  STD,  whatever,  and 
we  save  in  26  days  the  entire  amount  of  the  investment,  that  is  a 
very  good  investment  indeed. 

Dr.  Satcher.  Let  me  give  you  two  current  examples,  and  this  is 
an  area  that  has  been  studied  extensively.  I  mentioned  earlier  polio 
of  course,  where  we  spend  about  $230  million  a  year  today  to  im- 
munize against  polio  in  this  country.  We  have  not  had  a  case  of 
wild  virus  polio  in  this  country  since  1979,  and  actually  haven't 
had  a  case  in  the  Western  Hemisphere  since  1991,  the  last  case 
being  in  Peru.  After  we  have  successfully  eradicated  polio,  we  will 
save  about  $250  million  [Clerk's  note. — Subsequent  to  the  hear- 
ing, CDC  revised  this  figure  to  $230  million  for  the  record.]  a  year 
in  this  country  because  we  won't  have  to  immunize  against  it,  and 
worldwide  we  estimate  that  we  will  save  almost  $1  billion.  It  is  a 
tremendous  investment. 

The  other  example  is  with  immunizations.  For  every  dollar  that 
we  spend  on  measles,  mumps,  and  rubella  immunizations,  we  esti- 
mate that  we  save  over  $21  in  direct  and  indirect  costs.  For  every 
$1  on  diphtheria/tetanus/pertussis,  we  save  over  $29.  So  it  is  a  tre- 
mendous investment.  There  are  a  lot  of  other  examples.  I  could 
talk  about  the  chlamydia  prevention  program  which  addresses  a 
devastating  disease.  We're  talking  dollars  but  there  is  also  the  pain 
and  suffering  that  we  save  when  women  who  are  diagnosed  as  hav- 
ing chlamydia  and  treated  earlier  and  you  prevent  pelvic  inflam- 
matory diseases,  you  prevent  many  of  the  150,000  cases  of  infertil- 
ity that  we  see  a  year  in  this  country.  These  are  all  areas  where, 
if  we  really  had  aggressive  and  adequate  prevention  programs  we 
could  save  tremendously  both  in  terms  of  pain  and  suffering  and 
financially. 

SEXUALLY  TRANSMITTED  DISEASE  PREVENTION 

Mr.  Hoyer.  Thank  you,  Doctor.  I  would  like  to  pursue  that  a  lit- 
tle more,  but  time  is  short.  As  it  relates  to  that  though,  in  your  jus- 
tification, it  appears  that  the  Division  of  Sexually  Transmitted  Dis- 
eases Prevention  has  been  reduced  in  a  manner  which  appears  to 
be  disproportionate  to  the  rest  of  CDC.  Can  you  comment  on  that. 
Why  is  the  funding  shifted  in  this  area,  and  are  sexually  transmit- 
ted diseases  no  longer  as  high  up  on  our  priority  list  as  they  once 
were? 

Dr.  Satcher.  It  is  certainly  still  a  major  priority  at  CDC.  I  think 
we're  certainly  at  a  different  point  with  many  of  the  sexually  trans- 
mitted diseases.  Let  me  say  that  in  some  ways  the  importance  of 
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it,  and  I  just  mentioned  chlamydia,  but  in  some  ways  the  impor- 
tance of  it  relates  to  the  fact  that  it  is  a  major  risk  factor  for  HIV 
transmission.  Women  who  have  sexually  transmitted  diseases  are 
at  much  greater  risk  for  the  transmission  of  HIV  when  exposed  to 
it.  So  that's  another  issue. 

We  had  a  $31  million  non-distributed  administrative  cut  that  we 
had  to  take.  We  took  it  across  the  board  and  it  affected  some  pro- 
grams more  severely  than  others,  depending  on  where  they  were 
at  the  beginning.  Also,  we  had  to  get  funds 

Mr.  Hoyer.  Doctor,  excuse  me  one  second  but  just  so  I  under- 
stand. You  said  depending  upon  where  they  were  at  the  beginning. 
Do  you  mean  you  took  a  dollar  figure  sort  of  dependent  upon  what 
percentage?  You  didn't  take  a  percentage  cut,  in  other  words,  you 
took  a  dollar  across  the  board  cut? 

Dr.  Satcher.  Yes.  It  was  a  combination  of  sometimes  distribu- 
tion based  on  the  dollar  amount  for  the  program,  in  other  cases, 
as  with  money  for  renovation  of  laboratory  space,  it  was  based  on 
the  involvement  of  that  program  with  the  laboratory.  Do  you  want 
to  comment  any  further,  Dr.  Gayle,  on  the  cut  in  STD? 

Dr.  Gayle.  Yes,  thank  you.  Just  to  say  I  think  one  of  the  reasons 
for  the  cut  is,  as  you  mentioned  in  your  opening  statement,  the 
need  for  funds  for  laboratory  facilities  and  that  explains  part  of  the 
cut  in  the  STD  funding.  Clearly,  we  continue  to  have  a  very,  very 
strong  commitment  to  the  control  of  sexually  transmitted  diseases. 

As  Dr.  Satcher  mentioned,  we  are  moving  aggressively  in  terms 
of  better  prevention  for  chlamydia  which  has  already  shown  to 
have  an  incredible  impact  on  reducing  pelvic  inflammatory  disease, 
a  major  cause  of  hospitalization  and  expense.  In  a  recent  study,  it 
showed  early  detection  and  treatment  of  chlamydia  could  prevent 
up  to  60  percent  of  cases  of  pelvic  inflammatory  disease.  So,  clear- 
ly, this  is  an  extremely  important  cost-effective  prevention  meas- 
ure. In  the  South  and  the  Southeast  United  States  where  the 
syphilis  rates  are  higher  than  anyplace  else  in  the  country,  we 
think  that  we're  moving  aggressively  to  put  a  lot  of  effort  forward 
to  actually  eliminate  syphilis  as  a  major  infectious  disease  and 
STD  in  this  country. 

So  we're  moving  very  aggressively  on  many  fronts  to  continue 
our  fight  to  substantially  reduce  the  number  of  sexually  transmit- 
ted diseases,  not  only  because  they  in  and  of  themselves  cause  mor- 
bidity particularly  for  women  and  infants,  but  also  because  of  their 
link  to  HIV  transmission  as  well  as  the  incredible  cost  due  to  infer- 
tility and  negative  reproductive  outcomes  like  ectopic  pregnancies, 
et  cetera.  So,  no,  we  do  not  have  a  diminished  commitment  to  sexu- 
ally transmitted  diseases.  But  because  of  some  of  these  other  costs, 
the  budget  for  STDs  this  year  has  been  affected. 

Mr.  Hoyer.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Hoyer.  The  Chair  is  recognizing 
members  on  the  basis  of  their  time  of  arrival.  I  have  Mr.  Miller, 
Mr.  Bonilla,  Mr.  Wicker,  Mr.  Dickey,  and  Mr.  Istook  in  that  order. 
Mr.  Miller. 

HEMOPHILIA 

Mr.  Miller.  Hello,  Dr.  Satcher.  Nice  to  see  you  again.  An  area 
that  I  didn't  realize  was  funded  heavily  in  the  CDC  was  hemo- 
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philia.  That's  an  area  that  I  have  a  special  interest  in.  Could  you 
tell  me  exactly  where  the  funding  is.  I  understand  there  may  be 
some  change  in  the  direction  of  emphasis  on  that. 

Dr.  Satcher.  We  work  with  the  hemophilia  treatment  centers 
and  with  the  Hemophilia  Foundation.  Dr.  Berkelman  will  probably 
want  to  comment  further  and  maybe  Dr.  Gayle,  too.  As  you  prob- 
ably know,  one  of  the  really  devastating  experiences  that  we  had 
in  this  country  was  the  heavy  impact  that  the  HIV  epidemic  had 
on  hemophilia  persons.  Very  early  in  the  1980s,  before  we  had  the 
science  and  the  techniques  that  we  have  now,  over  half  of  the  he- 
mophilia population  was  infected  with  HIV.  I  think  that,  more  than 
anything  else  this  epidemic  among  persons  with  hemophilia,  has 
really  created  a  relationship  between  CDC  and  that  group  of  people 
in  terms  of  working  with  them  very  closely  not  only  to  protect  them 
going  forward,  but  also  to  do  everything  we  can  to  support  them 
at  the  present  time,  those  who  have  been  infected  and  those  who 
have  not.  So  it  has  developed  into  quite  a  relationship. 

It  is  not  only  HIV,  and  I  don't  mean  to  imply  that,  but  the  whole 
issue  of  the  safety  of  the  blood  supply  in  general.  This  is  a  popu- 
lation, as  you  know,  that  depends  upon  blood  products.  Sometimes 
those  blood  products  represent  combination  of  samples  from  as 
many  as  20,000  people.  They  are  at  very  high  risk  for  anything  in 
the  blood  supply  that  could  be  considered  a  contaminant.  We  had 
that  devastating  experience  which  we  hope  never  to  have  again 
when  we  had  this  new  epidemic  in  the  1980s.  We  have  major  sur- 
veillance programs  in  place  now,  and  that's  the  major  thing  I  think 
that  we're  doing  with  the  hemophilia  treatment  centers  and  the 
Foundation  is  making  sure  that  we  maintain  very  close  surveil- 
lance to  what's  going  on  with  that  population.  Dr.  Berkelman,  do 
you  want  to  add? 

Dr.  Berkelman.  I  think  for  historical  reasons,  as  Dr.  Satcher 
said,  the  program  is  located  in  the  National  Center  for  Infectious 
Diseases.  It  is  extending  its  work  in  hemophilia  beyond  just  the 
blood  safety  supply  and  looking  at  complications  of  hemophilia. 

HEMOPHILIA — TREATMENT  CENTERS 

Mr.  Miller.  Is  there  any  change  in  CDC's  direction  in  working 
with  the  treatment  centers?  Are  there  any  planned  changes?  I 
heard  someone  say  they  were  concerned  about  the  smaller,  rural 
areas  being  affected  and  that  it  was  going  to  concentrate  more  on 
urban  centers.  Is  there  something  to  that  effect? 

Dr.  Berkelman.  We  do  not  expect  changes.  We  are  working  di- 
rectly now  with  the  hemophilia  treatment  centers.  The  resources 
originally  were  going  from  CDC  through  the  Health  Resources  and 
Services  Administration  and  these  are  now  going  directly  from 
CDC  to  the  hemophilia  treatment  centers.  I'll  check  into  that  but 
I'm  unaware  of  the  concern. 

Dr.  Gayle.  Just  to  add.  I  think  in  keeping  with  the  changes,  the 
shift  from  looking  primarily  at  this  as  an  HIV  focused  issue,  really 
looking  more  and  more  to  prevention  of  complications,  and  that  will 
increasingly  be  the  focus.  So,  again,  I  think  we  still  have  a  very 
strong  commitment  to  working  with  that  community. 

Mr.  Miller.  The  blood  supply  is  safe  so  it  is  not  being  transmit- 
ted by  that  method. 
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Dr.  Gayle.  Right. 

Mr.  Miller.  So  now  the  emphasis  has  changed  from 

Dr.  Gayle.  Yes,  to  decreasing  disabilities  among  that  population. 

Dr.  Satcher.  Except  that  I  want  to  point  out  that  the  safety  of 
the  blood  supply  is  a  dynamic  issue.  Every  time  there  is  a  new  in- 
fection or  sometimes  there  are  new  variants  of  infections  that  we 
knew  before,  we  have  to  be  in  a  position  to  detect  that  as  early  as 
possible.  One  of  the  things  we're  trying  to  do  with  the  hemophilia 
treatment  programs  is  to  have  the  kind  of  national  surveillance 
program  that  will  allow  us  to  pick  up  any  new  infection  that  could 
contaminate  the  blood  supply  as  rapidly  as  possible.  The  budget  for 
fiscal  year  1997  for  that  program  is  $15.5  million. 

Mr.  Miller.  Is  that  the  same  as  it  was  last  year? 

Dr.  Satcher.  There  is  no  requested  increase. 

PREVENTION  EFFORTS 

Mr.  Miller.  This  relates  to  what  we  just  talked  about.  There  are 
so  many  different  agencies  of  the  Federal  Government  and  how  do 
you  make  sure  there  is  not  a  duplication  or  overlap?  I  was  com- 
mending Mr.  Williams  for  sitting  through  all  these  hearings  for 
days  and  days  and  days  and  every  day  he's  got  to  get  up  and  pre- 
pare for  another  issue,  whether  it  is  the  NIH  or  what  have  you. 
But  the  problem  is  how  do  you  make  sure  there's  not  overlap  or 
duplication.  Like  in  hemophilia,  I  know  it  is  in  NIH  and  tomorrow 
I  think  we're  going  to  have  the  Child  and  Maternal  Health  Block 
Program,  how  do  you  make  sure  it  is  not  included  in  there?  I  see 
in  your  comments  you  talk  about  National  Institute  for  Occupa- 
tional Safety  and  Health  and  such,  there  is  a  relationship  with  falls 
among  the  elderly.  Obviously,  no  one  is  in  favor  of  falls  of  the  el- 
derly, but  I  didn't  realize  that  would  be  a  major  part  of  CDC's  con- 
cern. How  do  you  make  sure  there  is  not  an  overlap  between  all 
the  different  Federal  agencies? 

Dr.  Satcher.  I  think  the  three  things  that  I  was  saying,  because 
it  is  not  always  easy,  you're  right,  it  is  something  that  we  have  to 
be  concerned  about.  One,  CDC's  major  focus  is  prevention  and  pre- 
vention from  the  standpoint  not  only  of  laboratory  things  that 
we've  talked  about  with  infectious  diseases,  but  population-based 
prevention.  We  talked  about  the  hemophilia  treatment  centers, 
that's  a  population  of  almost  15,000  people.  The  question  is  how  do 
you  conduct  surveillance  in  that  population  in  such  a  way  that  you 
detect  early.  CDC  is  the  only  agency  that  does  that.  We  are  the  Na- 
tion's agency  for  prevention,  for  monitoring  the  health  of  the  popu- 
lation, for  doing  surveillance  studies  to  determine  the  status  of  any 
group  at  any  given  time.  When  you  talk  about  things  like  surveil- 
lance, monitoring,  prevention,  that's  CDC. 

But  even  having  said  that,  in  order  to  protect  against  duplica- 
tion, we  have  to  communicate  among  ourselves  within  the  Federal 
Government.  There  has  been  a  major  effort,  Dr.  Phil  Lee  has  led 
a  major  effort  within  the  Public  Health  Service  to  make  sure  that 
there  is  the  kind  of  communication  among  CDC,  NIH,  HRSA, 
SAMHSA,  FDA,  HCFA,  and  others  that  will  make  sure  that  we 
don't  duplicate  programs.  I  think  that  is  important  as  we  look  at 
our  programs  from  year  to  year.  I  think  we're  doing  a  pretty  good 
job  of  avoiding  duplication. 
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INJURY  PREVENTION — ELDERLY 


Mr.  Miller.  Like  falls  among  the  elderly,  I  didn't  realize  that 
was  your  jurisdiction. 

Dr.  Satcher.  If  you  want  to  talk  about  that  specifically 

Mr.  Miller.  I'm  just  using  that  as  an  illustration. 

Dr.  Satcher.  It  is  a  very  good  illustration.  Falls  are  really  im- 
portant among  elderly,  you  know  that  and  you've  already  said  that. 
But  another  point  is  the  cost  of  falls  to  the  health  care  system.  The 
cost  of  hospitalization  for  hip  fractures  is  $3  billion  and  that  num- 
ber could  easily  double  if  rehabilitation  costs  were  included.  We 
argue  that  one  way  to  control  those  costs  is  to  invest  more  in  pre- 
vention. And  so  we  do  look  for  areas  where  we  think  that  preven- 
tion works.  And  if  we  can  demonstrate  that  it  works,  then  we  rec- 
ommend that  we  implement  prevention  as  opposed  to  waiting  till 
people  fracture  a  hip  and  then  treating  that,  avoiding  a  traumatic 
brain  injury,  or  spinal  cord  injury,  and  there  are  thousands  of  them 
every  year.  If  we  can  figure  out  ways  to  prevent  that,  then  we  come 
to  you  and  we  say  we  believe  that  prevention  works.  Sometimes 
you  tell  us  that,  like  Congresswoman  Lowey  was  talking  about  our 
role  in  colo-rectal  cancer.  I  think  she's  right,  there  are  opportuni- 
ties there  for  prevention  that  we  have  not  adequately  taken  advan- 
tage of.  But  it's  a  good  question.  I  think  we  always  have  to  look 
at  that  critically. 

Mr.  Porter.  Thank  you,  Mr.  Miller.  Mr.  Bonilla. 

Mr.  Bonilla.  Thank  you,  Chairman.  First  of  all,  I  would  like  to 
congratulate  the  CDC  on  its  fiftieth  anniversary.  There  are  a  lot 
of  people  in  this  country  that  probably  don't  realize  how  our  quality 
of  life  is  improved  and  that  we're  able  to  travel  across  this  country 
and  to  many  points  on  earth  safely  and  disease-free  thanks  in  large 
part  to  what  the  CDC  has  done. 

Dr.  Satcher.  Thank  you. 

Mr.  Bonilla.  I  agree  with  your  testimony  and  your  statement, 
Dr.  Satcher,  that  an  investment  in  public  health  is  an  investment 
in  the  health  of  our  communities.  Public  health  has  a  track  record 
of  success  for  the  fraction  of  the  cost  of  other  medical  interventions. 
Our  Nation's  total  expenditures  for  health  care  is  about  $3,000  per 
person  per  year;  our  investment  in  public  health  functions  is  about 
$34  per  person.  I  also  appreciate,  Dr.  Satcher,  the  visit  that  we  had 
earlier  this  year  when  you  and  Bill  came  by  to  keep  us  informed 
about  what's  going  on  at  the  CDC.  My  questions  this  morning  will 
be  on  the  same  issues  that  we  discussed  in  my  office  back  in 
March. 

I  would  like  to  begin  with  the  Diabetes  Translation  program.  I 
understand  that  with  the  fiscal  year  1996  funds  CDC  anticipates 
extending  the  Diabetes  Translation  program  to  all  50  States  and  4 
territories.  Could  you  briefly  tell  the  subcommittee  about  the  CDC's 
progress  in  expanding  the  Diabetes  Translation  program  in  fiscal 
year  1997. 

Dr.  Satcher.  Thank  you  very  much,  Congressman  Bonilla.  Dia- 
betes is  a  very  serious  problem,  as  you  know.  It  is  a  systemic  prob- 
lem that  affects  about  16  million  people  in  this  country,  dispropor- 
tionately affects  Hispanics  and  African-Americans  and  Native 
Americans.  We  have  tried  to  work  very  closely  with  groups  that  are 
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targeting  various  groups  in  terms  of  diabetes  education,  diabetes 
translation  which  includes  in  addition  to  education  of  the  public, 
education  of  providers  regarding  the  research  that  has  been  done 
to  show  the  difference  that  it  makes  when  you  have  very  tight  con- 
trol. When  I  was  a  medical  student,  and  many  years  later,  people 
argued  about  whether  it  made  a  difference  how  well  you  control 
blood  glucose.  Because  of  work  in  recent  years  of  CDC  and  NIH 
and  others,  we  now  know  that  it  makes  a  tremendous  difference. 
You  can  prevent  blindness,  for  example,  and  in  adults  the  leading 
cause  of  blindness  in  this  country  is  diabetes.  You  can  prevent  end 
stage  renal  disease  by  tightly  controlling  the  blood  glucose.  There 
are  a  lot  of  things  you  can  accomplish. 

We  are  moving  aggressively,  as  you  pointed  out,  this  year  we 
have  46  States  that  have  Diabetes  Translation  programs.  We  hope 
to  move  to  the  full  50  States  before  the  year  is  over  in  terms  of 
having  these  programs  operational.  Talking  about  an  area  where 
there  is  an  opportunity  for  prevention,  if  there  is  an  opportunity  to 
save  lives,  save  complications,  to  save  money,  it  is  diabetes.  We 
want  to  aggressively  implement  these  programs. 

Mr.  Bonilla.  Do  you  anticipate,  Dr.  Satcher,  any  increases  for 
core  capacity  programs  from  the  average  award  of  $230,000?  If  so, 
how  many  States  could  be  involved  and  how  much  more  money? 

Dr.  Satcher.  As  you  pointed  out,  the  first  priority  is  to  get  na- 
tionwide and  that  has  limited  our  ability  to  increase  the  amount 
because  our  first  priority  is  to  make  sure  that  every  State  has  a 
program.  We  are  hoping  that  in  time  we  can,  based  on  the  mag- 
nitude of  the  problem  in  any  given  State,  that  we  can  begin  to  tar- 
get funds  accordingly. 

Part  of  some  of  the  new  proposals  we  have  in  terms  of  how  we 
deal  with  chronic  diseases  is  an  approach  to  give  States  more  flexi- 
bility in  terms  of  how  they  spend  the  money  on  various  chronic  dis- 
eases. So  we're  hoping  that  will  have  an  impact.  As  you  know,  the 
total  funding  for  this  program  that  we're  requesting  in  fiscal  year 
1997  is  $22.6  million.  We've  come  a  long  way  but  we're  not  there 
yet. 

INJURY  CONTROL 

Mr.  Bonilla.  I  look  forward  to  working  with  you  in  the  future, 
as  we  have  in  the  past,  on  this  very  important  problem. 

I'm  going  to  shift  gears  now  because  one  of  my  colleagues  earlier 
was  bringing  up  the  subject  of  injury  control.  I  would  like  to  jump 
into  that  subject  if  I  could.  Dr.  Rosenberg,  you  have  been  quoted 
as  saying  that  we  need  to  change  the  way  we  look  at  guns  to  more 
the  way  we  look  at  cigarettes,  noting  that  cigarettes  have  gone 
from  being  a  glamorous  symbol  to  something  which  is  "dirty,  dead- 
ly, and  banned."  Have  you  in  your  research  found  any  positive  as- 
pects to  gun  ownership  which  might  suggest  that  they  shouldn't  be 
banned?  And  has  the  injury  control  program  made  any  serious  ef- 
forts to  measure  those  benefits? 

Dr.  Rosenberg.  Thank  you  for  the  opportunity  to  correct  what 
was  a  misquote.  I  think  that  quote  has  been  circulated  widely.  But 
what  I  was  talking  about  there  was,  first  of  all  was  cigarettes,  ciga- 
rettes are  not  banned.  Second,  I  was  talking  about  cigarettes  and 
children  and  that  we  were  trying  to  let  people  know  that  there  is 
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a  risk  of  cigarettes  when  they  are  smoked  by  children  and  that  peo- 
ple need  to  be  informed  about  the  risks.  Unfortunately,  the  empha- 
sis and  the  focal  point  on  the  word  "children"  were  dropped  from 
the  quote  when  it  was  reprinted  in  the  paper. 

Do  I  think  that  there  are  benefits  to  firearm  ownership?  I  don't 
know,  but  I  certainly  think  we  need  to  find  out.  I  think  that's  a 
very  important  question  to  examine.  We  need  to  look  to  see  if  fire- 
arm ownership  is  a  way  to  prevent  violence,  is  it  a  way  for  people 
to  make  their  homes  safer?  It  is  a  very  important  question  and  it 
is  a  question  that  we  are  examining  and  do  intend  to  examine 
more. 

Mr.  BONILLA.  I  would  like  to  state  for  the  record  that  I  am  in 
no  way  advocating  that  children  smoke  or  have  firearms  or  any- 
thing of  that  nature.  My  line  of  questioning  here  is  designed  to  ad- 
dress my  concerns  that  the  CDC  may  be  getting  into  duplication 
of  Government  programs.  We  have  law  enforcement  agencies  out 
there  both  at  the  Federal,  State,  and  local  levels.  We  also  have  so- 
cial programs  that  are  generated  at  the  Federal,  State,  and  local 
levels.  My  concern  is  that  we  have  had  endless  discussions  with  Dr. 
Satcher  about  the  benefits  of  disease  control  and  medical  research 
and  the  Centers  for  Disease  Control  should  focus  on  initiatives  for 
which  it  was  designed.  I  want  to  emphasize  that  my  line  of  ques- 
tioning here  is  only  to  address  the  possible  duplicative  effort  that 
you  may  be  advancing  at  the  CDC  which  other  agencies  are  al- 
ready doing. 

Mr.  Porter.  Mr.  Bonilla,  your  time  is  up  but  there  will  be  a  sec- 
ond round. 

Mr.  Bonilla.  Okay.  Thank  you,  Chairman.  I  will  continue  later. 

Mr.  Porter.  Mr.  Dickey. 

INJURY — CONFERENCES 

Mr.  Dickey.  Thank  you,  Mr.  Chairman.  Dr.  Rosenberg,  you  and 
your  staff  and  well-funded  grant  recipients  of  the  National  Center 
for  Injury  Prevention  and  Control  have  participated  in  the  Hand- 
gun Epidemic  Lowering  Plan  Conference  as  faculty  for  the  last  few 
years.  As  you  know,  the  founder  of  this  gun  control  strategy  con- 
ference is  Kathryn  Coffer  Kristofle  whom  you  have  praised  for  her 
work  as  an  anti-firearms  activist.  Were  you  aware  that  Dr. 
Kristofle  described  this  as  a  "meeting  of  like-minded  individuals 
who  represent  organizations,  the  goals  of  which  are  to  use  a  public 
health  model  to  work  toward  changing  society's  attitude  so  that  it 
becomes  socially  unacceptable  for  private  citizens  to  own  hand- 
guns." 

Given  the  organization  that  NCIPC  officials  have  chosen  to  affili- 
ate themselves  with,  it  is  not  difficult  to  see  why  there  have  been 
concerns  regarding  bias  among  NCIPC  staff  and  funded  research- 
ers. Would  you  concede  that  there  is  at  the  least  a  perception  prob- 
lem here?  What  could  possibly  explain  federally-funded  NCIPC 
staff  and  researchers  participating  in  such  an  event.  For  the 
record,  please  provide  me  with  a  list  of  violence  related  conferences 
that  NCIPC  officials  or  grant  recipients  have  participated  in  since 
January  1993.  Please  also  provide  the  amount  of  CDC  and/or 
NCIPC  funds  that  have  been  used  to  pay  for  the  participation  of 
any  such  officials  and/or  grant  recipients  including  the  travel  and 
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accommodation  costs.  Can  you  answer  all  of  that  in  25  words  or 
less?  [Laughter.] 

Dr.  Rosenberg.  Yes.  First,  sir,  we  would  be  very  happy  to  pro- 
vide to  you  a  list  of  conferences  that  NCIPC  officials  have  attended 
and  participated  in.  We  get  requested  to  go  to  many,  many  con- 
ferences; they  range  from  conferences  among  chiefs  of  police  in 
Georgia  to  the  National  Safety  Council.  We  believe  that  it  is  very 
important  to  get  the  word  out  and  the  message  out  about  what  the 
patterns  really  are,  what  the  science  really  shows,  and  we  believe 
it  is  important  to  share  that  with  people.  In  part,  our  difficulty  in 
this  area  has  been  that  the  field  has  been  so  polarized  that  science 
hadn't  been  used,  that  people  hadn't  agreed  on  definitions,  they 
hadn't  even  agreed  on  how  to  view  the  problem,  let  alone  how  to 
start  solving  the  problem.  What  we're  trying  to  do  is  share  that 
science. 

[The  information  follows:] 
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Travel 
Dates 

Name  of  Conference 

Location  of 
Conference 

Travel  Cost 

2/11/93 

Conference  on  Violence  Among  Youth  and  Young 
Adults  Co-sponsored  by  Research  Triangle 
Institute  and  Duke  University  -  Presentation  on 
Violence  From  a  Public  Health  Perspective 

Raleigh/Durham,  NC 

$138.00 

4/6/93 

American  Association  for  World  Health  Forum  on 
"Injury  and  Violence:  We  Can  Prevent  Them" 

Washington,  DC 

$536.00 

4/29/93 

Symposium  Entitled,  "Gun  Violence  in  Maryland: 
Science  and  Advocacy  for  Prevention,"  Sponsored 
by  the  Johns  Hopkins  School  of  Public  Health 

Baltimore,  MD 

$523.00 

5/2/93 

20th  Annual  Meeting  of  the  American  Trauma 
Society  -  Present  an  Overview  of  Domestic 
Violence  in  America 

Boston,  MA 

$3,843.20 

5/11/93 

Conference  on  Violence  and  the  American  Family 
Co-sponsored  by  National  Academy  of  Sciences, 
Carnegie  Corporation,  and  the  Johnson 
Foundation  -  Participation  in  Workshop 

Racine,  WI 

$365.00 

5/27/93 

Conference  Entitled,  "Our  Violent  Society: 
Causes,  Consequences,  Intervention  and 
Prevention,"  Sponsored  by  the  Los  Angeles 
County  Dept.  of  Health  Services  and  the  State  of 
California  Dept.  of  Health  Services  -  Presentation 
on  "Violence  Prevention  from  the  Federal 
Perspective" 

Los  Angeles,  CA 

$895.00 

6/2/93 

Conference  Entitled,  "End  Violence  Towards 
Women:  Integrating  the  Health  and  Legal 
Communities,"  Sponsored  by  the  Association  of 
Trial  Lawyers  of  America 

Washington,  DC 

$489.00 

6/17/93 

National  Symposium  on  Drugs  and  Violence  in 
America  Sponsored  by  the  U.S.  Sentencing 
Commission  -  Presentation  on  "Preventing  Violent 
Crime  and  Drug  Abuse  Through  Public  Health 
Agencies" 

Washington,  DC 

$0.00 
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6/25/93 

Third  Annual  Symposium  on  Research 
Opportunities  in  Adolescent  Health  and 
Development  Sponsored  by  the  Carnegie  Council 
on  Adolescent  Development  -  Presentation  on 
"Promoting  Safety  and  Non-Violent  Conflict 
Resolution  in  Adolescence" 

Washington,  DC 

$78.00 

7/19/93 

National  Forum  on  "Safeguarding  Our  Youth: 
Violence  Prevention  for  Our  Nation's  Children" 
Sponsored  by  HHS  and  HUD 

Washington,  DC 

$2,186.00 

8/5/93 

First  National  Summit  on  Violence  and  Substance 
Abuse 

Arlington,  VA 

$680.00 

9/7/93 

Conference  Entitled,  "Healthy  Communities  2000: 
Responding  to  Violence  in  Your  Community"  - 
Keynote  Address 

Springfield,  MO 

$767.00 

9/22/93 

Conference  on  "Youth  and  Young  Adult  Suicide 
Prevention"  Sponsored  by  Connecticut  Suicide 
Education  Foundation,  Inc.  -  Presentation  on 
"Youth  Suicide  Prevention:  What's  Out  There? 
What  Works?" 

Hartford,  CT 

$546.00 

10/7/93 

Invitational  Conference  on  Urban  Violence 
Sponsored  by  the  National  Research  Council 

Washington,  DC 

$75.00 

11/15/93 

American  Academy  of  Nursing  Conference  on 
"Violence:  Nursing  Debates  the  Issues"  - 
Sponsored  by  the  American  Academy  of  Nursing 

Washington,  DC 

$0.00 

11/19/93 

National  Alliance  for  Non-Violent  Programming 
Conference  on  "Violence  in  the  Media"  - 
Sponsored  by  the  Johnson  Foundation,  Racine, 
Wisconsin 

Racine,  WI 

$0.00 

12/9/93 

American  Trauma  Society  -  Winter  Meeting  on 
Violence 

Washington,  DC 

$0.00 

Centers  for  Disease  Control 
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1/18/93 

Symposium  for  Martin  L.  King,  Jr.,  Sponsored  by 
Yale  University  School  of  Medicine  -  Presentation 
on  "Violence  in  America:  A  Personal  Picture" 

Hartford,  CT 

$158.00 

12/15/93 

Conference  on  Violence  in  the  Schools 

Washington,  DC 

$476.50 

11/29/93 

First  National  Family  Violence  Conference  - 
Sponsored  by  National  Center  on  Child  Abuse  and 
Neglect  and  DHHS  Office  of  Community  Services 

Pittsburgh,  PA 

$1,137.04 

10/7-8/93 

Invitational  Conference  on  Urban  Violence  - 
Sponsored  by  The  National  Research  Council 

Washington,  DC 

$75.00 

10/15/93 

National  Public  Health  Perspective  on  Violence 
Against  Women  -  Sponsored  by    John  Hopkins 
University,  School  of  Hygiene  and  Public  Health 

Baltimore,  MD 

$277.00 

10/16/93 

First  National  Conference  of  the  Help  Network  - 
Sponsored  by  Children's  Memorial  Hospital 

Chicago,  IL 

$0.00 

10/27/93 

American  Society  of  Criminology  1993  Annual 
Mtg 

Phoenix,  Arizona 

$2,086.15 

12/7/93 

Public  Health  Educational  Response  to  Violence 

Washington,  DC 

$816.85 

7/19/93 

Safeguarding  Our  Youth:  Violence  Prevention  for 
Our  Nation's  Children 

Washington,  DC 

$613.00 

7/11/93 

TWP  Meetings  (Child  Abuse),Cornell  University, 
Fellowship  for  Child  Abuse  Researchers 

Ithaca,  NY 

$287.00 

1/26/94 

American  Bar  Association  "Summit  on  Crime  and 
Violence" 

Washington,  DC 

$1,143.00 

3/3/94 

Violence  Against  Women  Conference  -  Sponsored 
by  Children's  Defense  Fund 

Cincinnati,  OH 

$435.00 

3/5/94 

"Maternal  and  Child  Health:  An  Urban  Crisis" 
Colloquium 

Washington,  DC 

$575.00 

Centers  for  Disease  Control 
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3/7/94 

Conference  on  "A  Community  Response  to  Urban 
Violence"  Sponsored  by  National  Resource  Center 
for  the  Development  of  Ethical  Leadership, 
Mordecai  Wyatt  Johnson  Institute  of  Religion, 
Divinity  School  -  Presentation  on  "The  Public 
Health  Approach  to  Violence:  Bolstering  Science 
with  Common  Sense" 

Rochester,  NY 

$716.00 

3/9/94 

American  Medical  Association  National 
Conference  on  Family  Violence:  Health  and 
Justice 

Washington,  DC 

$3,796.00 

3/11/94 

NAACP  Youth  Crime  and  Violence  Summit, 
"Taking  it  to  the  Streets:  Inspiring  Youth  Leaders 
to  Combat  Violence" 

Hilton  Head,  SC 

$473.00 

3/14/94 

Meeting  of  the  National  League  of  Cities'  Mayors 
-  Presentation  on  Violence  Prevention  to  the  1994 
Task  Force  on  Violence 

Washington,  DC 

$434.00 

3/19/94 

Church  Action  for  Safe  and  Just  Communities  - 
20th  Annual  Conference 

Atlanta,  GA 

$0.00 

3/20/94 

1994  National  Meeting  of  Physicians  for  Social 
Responsibility  -  Participation  in  Workshop  on 
Issues  in  Urban  Violence 

Bethesda,  MD 

$446.00 

4/4/94 

Violence  Conference  Sponsored  by  the  Jefferson 
County  (AL)  Department  of  Public  Health  - 
Participation  as  Keynote  Speaker  and  as 
Moderator  on  a  Violence  Panel 

Birmingham,  AL 

$63.00 

4/5/94 

American  Association  of  Suicidology  -  1994 
Conference 

New  York,  NY 

$1,090.00 

4/14/94 

University  of  Kentucky  -  Conference  on  "Violence 
Prevention:  A  Public  Health  Approach" 

Lexington,  KY 

$494.00 

Centers  for  Disease  Control 
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5/11/94 

Society  for  Academic  Emergency  Medicine  - 
Presentation  on  "Violence  Prevention:  The  Role 
of  Academic  Emergency  Medicine" 

Washington,  DC 

$432.00 

5/16/94 

Anderson  Initiative  EVERY  1 

(Ending  Violence,  Educating,  Reaching  Youth) 

Anderson,  SC 

$39.00 

5/16/94 

Annual  Meeting  of  American  Trauma  Society  - 
Presentation  on  "Violence  and  Youth" 

McLean,  VA 

$551.00 

6/1/94 

National  Council  of  Juvenile  and  Family  Court 
Judges  -  National  Summit  Conference  on  Family 
Violence 

Chicago,  IL 

$0.00 

6/4/94 

American  College  Health  Association  - 
Conference  on  "Violence  on  Campus" 

Atlanta,  GA 

$0.00 

6/6/94 

Conference  on  "Violence  and  the  Young"  at  the 
University  of  Maryland  Casey  Journalism  Center 
for  Children  and  Families 

College  Park,  MD 

$477.00 

7/10/94 

Second  Annual  Big  Cities  Health  Conference  on 
"The  Role  of  Health  Departments  in  Violence 
Prevention" 

Chicago,  IL 

$488.00 

8/8/94 

National  Convocation  of  the  Christian  Church  - 
Forum  on  "Reclaiming  and  Restoring  Our  Youth: 
Churches  and  Communities  United  Against 
Violence" 

Kansas  City,  MO 

$448.00 

8/14/94 

National  Conference  on  "Solving  Youth  Violence: 
Partnerships  That  Work" 

Washington,  DC 

$3,241.00 

9/15/94 

Kimball  Medical  Center  Conference  on  "The 
Many  Facets  of  Violence" 

Lakewood,  NJ 

$427.00 

9/16/94 

Second  Annual  Conference  of  the  Handgun 
Epidemic  Lowering  Plan  (HELP)  Network  of 
Concerned  Professionals  -  Presentation  on 
NCIPC's  Firearm  Injury  Surveillance  Projects 

Chicago,  IL 

$604.00 

Centers  for  Disease  Control 
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9/18/94 

Workshop  on  "Violence  in  the  Lives  of  Women: 
Impact  and  Treatment"  Sponsored  by  National 
Institute  of  Mental  Health 

Washington,  DC 

$541.00 

9/21/94 

PHS,  Office  of  Minority  Health  -  Conference  on 
Minority  Health  Issues  in  CDC  Violence 
Prevention  Activities 

Miami,  FL 

$525.00 

9/26/94 

Summit  on  Gangs:  Creating  a  Safe  Environment 
for  Children  and  Families  -  Sponsored  by 
University  of  Texas  at  Arlington,  School  of  Social 
Work 

Arlington,  TX 

$0.00 

9/26/94 

National  Institute  of  Mental  Health  Workshop  on 
Scientifically-Based  Interventions  for  Prevention 
of  Youth  Violence 

Bethesda,  MD 

$593.00 

9/27/94 

Southeastern  Psychological  Association 
Conference  on  Family  Violence 

Johnson  City,  TN 

$0.00 

10/4/94 

7th  National  Conference  on  Health  Care  for  the 
Poor  and  Underserved  -  Presentations  on 
"Preventing  Violence  and  Abusive  Behavior:  A 
Public  Health  Agenda"  and  "Psychological  Impact 
of  Violence" 

Nashville,  TN 

$417.00 

10/5/94 

Florida  Governor's  1st  Annual  Domestic  Violence 
Summit 

Tampa,  FL 

$404.00 

10/5/94 

Crippled  Children's  Foundation  Forum  - 
Presentations  on  "Overview  of  Problems  of 
Childhood  Violence"  and  "Weapon  Carrying  in 
Schools" 

Memphis,  TN 

$596.00 

10/12/94 

DeKalb  College  Conference  on  Battered  Women 

Clarkston,  GA 

$0.00 

10/12/94 

State  of  New  York's  Conference  on  Women's 
Health  in  New  York  City  -  Presentation  on 
Violence 

New  York,  NY 

$0.00 

Centers  for  Disease  Control 
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10/16/94 


Bi-Regional  Adolescent  Suicide  Prevention 
Conference 


Snowbird,  UT 


$710.00 


10/21/94 


JRSA  and  BJS  1994  National  Conference  on 
Myths  and  Reality  in  Criminal  Justice"  - 
Presentation  on  Public  Health  Approach  to 
Violence 


Atlanta,  GA 


$0.00 


10/23/94 


National  Conference  on  Strategies  by  Historically 
Black  Colleges  and  Universities  to  Prevent 
Violence  in  African-American  Communities 


Charleston,  SC 


$3,164.00 


10/29/94 


The  Black  Caucus  of  Health  Workers  of  the 
American  Public  Health  Association  -  Workshop 
Entitled  "Program  Evaluation  in  Violence 
Prevention:  Developing  Our  Research  Agenda" 


Washington,  DC 


$434.00 


11/1/94 


Public  Housing  Primary  Care  Conference  - 
Participation  in  Workshop  on  Community-Based 
Youth  Violence  Prevention  Programs 


Washington,  DC 


$959.00 


11/2/94 


Tenth  Annual  Rosalynn  Carter  Symposium  on 
Mental  Health  Policy  -  Presentation  on  Violence 
Problems  Confronting  Children  and  Families  at 
Risk 


Atlanta,  GA 


$0.00 


11/6/94 


7th  Annual  East  Coast  Migrant  Stream  Forum  on 
Family  Violence 


South  Charleston,  SC 


$447.00 


11/9/94 


1994  Annual  Meeting  of  the  American  Society  of 
Criminology 


Miami,  FL 


$1,512.00 


11/10/94 


The  National  Conference  on  Children  and 
Violence:  Intervention  and  Prevention  Programs 
for  Youth,  School  and  Media  Violence  - 
Sponsored  by  University  of  Houston-Clear  Lake 


Houston,  TX 


$2,405.00 


11/16/94 


Inter-American  Conference  on  Society,  Violence 
and  Health  -  Sponsored  by  PAHO 


Washington,  DC 


$695.00 


Centers  for  Disease  Control 
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11/17/94 

4th  Annual  Midwest  Migrant  Stream  Forum  on 
Violence  Against  Women  Issues 

San  Antonio,  TX 

$755.00 

11/17/94 

International  Association  of  Chiefs  of  Police 
(IACP)  Murder  Summit 

Washington,  DC 

$657.00 

12/5/94 

Center  for  Substance  Abuse  Treatment,  State 
Systems  Development  Program  Conference  - 
Presentation  on  Violence  Prevention:  A  National 
Perspective 

Seattle,  WA 

$796.00 

8/30/94 

Youth  Violence  Conference 

Presenter:  "Youth  Violence"  -  Dept.  Of  Health 

and  Mental  Hygiene 

Chicago,  IL 

$360.00 

9/29/94 

Conference:  "Violence  as  a  Health  Issue 
Presentor:  "Injury  Prevention  in  the  Age  of 
Speed"  -  Sponsored  by  US  Attorney's  Dept. 
Justice 

Chantilly,  VA 

$680.25 

6/23/94 

First  National  Conference  on  Gun  Violence  - 
Sponsored  by  American  Bar  Association 

Washington,  DC 

$808.00 

1/20/94 

US  Federal  Attorneys'  Conference 

Washington,  DC 

$444.00 

5/15/94 

American  Trauma  Society  Symposium 
Presentor:  "Putting  a  Face  on  Violence" 

Washington,  DC 

$789.50 

2/7/94 

Public  Health  Service  Region  X's  Violence/Injury 
Prevention  Conference 

Seattle,  WA 

$1,084.00 

2/3/94 

Physicians  for  a  Violence-Free  Society  -  First 
Annual  Conference  on  "Violence  in  America: 
Responding  to  the  Crisis" 

San  Francisco,  CA 

$707.00 

8/14/94 

Youth  Violence  Conference  -  Sponsored  by  Office 
of  Surgeon  General 

Washington,  DC 

$879.00 

3/12/94 

AMA  Conference  on  Family  Violence 

Washington,  DC 

$585.75 

11/9/94 

Univ.  of  Iowa  Conference  on  Violence 

Iowa,  City,  IA 

$799.50 

Centers  for  Disease  Control 
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6/1/94 

National  Summit  Conference  on  Family  Violence 

Chicago,  IL 

$350.58 

7/21-22/94 

Domestic  Violence  -  Milbank  Memorial  Fund 

Arlington,  VA 

$597.50 

3/10-13/94 

Gun  Related  Violence  Policy  Development 
Meeting  -  Senator  Wellstone  and  the  National 
Conference  on  Family  Violence 

New  York,  NY 

$874.75 

2/3/94 

Youth  Violence  Prevention  Forum  Sponsored  by 
Virginia  Dept.  Of  Mental  Health,  Mental 
Retardation  &  Substance  Abuse  Services 

Richmond,  VA 

$567.00 

8/15/94 

Department  Conference  on  Youth  Violence  - 
Sponsored  by  US  Dept.  Of  Justice,  US  Dept.  Of 
Labor,  US  Dept  of  Health  and  Human  Services 

Washington,  DC 

$890.40 

8/18/94 

Domestic  Violence  as  a  Public  Issue  -  by  Women 
in  Government 

Nashville,  TN 

$463.75 

10/26/95 

Workshops  on  Youth  Violence  in  5  Illinois  Cities 

Chicago,  IL 

$854.66 

7/21/95 

4th  International  Family  Violence  Research 
Conference  -  Sponsored  by  Family  Research 
Laboratory  at  University  of  New  Hampshire 

Durham,  NH 

$1,005.00 

10/3/95 

Consortium  for  Research  and  Practicum  National 
Conference  Entitled,  "Collaborating  to  Prevent 
Family  and  Community  Violence"  -  Participation 
as  Panelist 

Atlanta,  GA 

$0.00 

10/6/95 

Synergy  '96  Working  Symposium  on  Domestic 
Violence  -  Sponsored  by  State  Farm  Life 
Insurance  Companies 

Chicago,  IL 

$578.00 

10/23/95 

NCIPC  National  Violence  Prevention  Conference 
on  "Bridging  Science  and  Program" 

Des  Moines,  IA 

$21,041.42 

10/26/95 

7th  National  Nursing  Conference  on  Violence 
Against  Women 

St.  Louis,  MO 

$306.00 

Centers 

for  Disease  C( 

>ntrol 

ti 
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10/26/95 

National  Conference  on  Cultural  Competence  & 
Women's  Health  Curricula  in  Medical  Education 

Washington,  DC 

$411.00 

11/1/95 

17th  Annual  National  Coalition  Against  Sexual 
Assault  Conference  and  Women  of  Color  Institute 
-  Presentation  on  CDC's  Family  and  Intimate 
Violence  Prevention  Team  Goals  and  Objectives 

Myrtle  Beach,  SC 

$1,251.00 

11/5/95 

Governor's  Conference  on  Youth  and  Justice  - 
Participation  on  Youth  and  Justice  Panel 

Anchorage,  AK 

$1,196.00 

11/12/95 

3rd  Annual  Handgun  Epidemic  Lowering  Plan 
(HELP)  Network  Conference  on  "Promoting 
Public  Policy  for  the  Public's  Health 

Washington,  DC 

$556.00 

12/5/95 

Second  Bi-Regional  Adolescent  Suicide  Prevention 
Conference 

Salt  Lake  City,  UT 

$1,603.00 

12/10/95 

Workshop  on  Violence,  Health,  and  Economic 
Development  -  Sponsored  by  the  Pan  American 
Health  Organization  (PAHO) 

Caracas,  Venezuela 

$596.00 

4/11/95 

Univ.  Of  Pennsylvania:  Overcomming  Violence-A 

Ray  of  Hope 

Keynote  Speaker:  "A  New  Vision  of  Violence 

Prevention 

Philadelphia,  PA 

$393.00 

9/19/95 

Commonwealth  Fund;  Women's  Health 
Presenter:  Domestic  Violence 

New  York.NY 

$671.75 

6/25/95 

Violence  as  a  Global  Public  Health  Problem  - 
Sponsored  by  NCIH 

Arlington,  VA 

$1,088.64 

9/26/95 

Annual  Violence  Conference 

Presentor:  "Violence  Prevention:  A  Vision  of 

Hope"  -  California  Attorney  General's 

Conference 

Sacramento,  CA 

$611.95 

3/31/95 

Health  and  Human  Services  Conference 

Washington,  DC 

$529.50 

Centers  for  Disease  Control 
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7/12/95 

National  Institute  of  Justice  Conference  on  "What 
to  do  About  Crime:  The  Annual  Conference  on 
Criminal  Justice  Research  and  Evaluation"  - 
Participation  on  Firearms  Panel 

Washington,  DC 

$3,399.00 

6/25/95 

National  Research  Council  Workshop  on 
"Violence  Against  Women:  Research,  Practice 
and  Policy" 

Washington,  DC 

$2,730.00 

6/7/95 

SAMHSA's  Alcohol,  Women  and  Violence  Policy 
Forum 

Rockville,  MD 

$791.00 

5/23/95 

American  Association  of  Suicidology  Annual 
Conference 

Phoenix,  AZ 

$3,559.00 

5/21/95 

National  Council  for  International  Health 
"Creating  Peace:  A  Call  to  Action"  Conference  - 
Participation  on  Youth  Violence  Prevention  Panel 

Los  Angeles,  CA 

$1,071.00 

5/15/95 

National  Institute  of  Corrections  Violent  Offender 
Symposium  -  Presentation  on  CDC's  Violence 
Prevention  Strategy 

Longmont,  CO 

$589.00 

5/5/95 

Second  Annual  Conference  of  Physicians  for  a 
Violence-Free  Society  -  Presentation  on  CDC's 
Role  in  Violence  Prevention  and  Future  Directions 
in  Violence  Prevention 

Washington,  DC 

$463.00 

6/27/95 

Invitation-Only  Leadership  Summit  for  Media  and 
National  Policy  Makers  addressing  the  link 
between  Violence  and  Poverty 

Washington,  DC 

$498.00 

5/4/95 

University  of  Alabama  at  Birmingham  - 
Conference  on  School  Violence 

Birmingham,  AL 

$653.00 

5/2/95 

1995  Annual  Program  for  the  Association  of  Black 
Foundation  Executives  (ABFE)  Entitled,  "Out  of 
Control:  Youth  Violence  in  America" 

San  Francisco,  CA 

$855.00 

Centers  for  Disease  Control 
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5/1/95 

International  Workshop  on  Epidemiological 
Surveillance  of  Homicide  and  Suicide  Jointly 
Sponsored  by  Pan  American  Health  Organization 
(PAHO)  and  the  Programa  De  Gestion  Urbana  De 
Las  Naciones  Unidas 

Cali,  Colombia 

$1,096.00 

4/27/95 

Invitation-Only  Leadership  Summit  for  Media  and 
National  Policy  Makers  addressing  the  link 
between  Violence  and  Poverty 

Washington,  DC 

$649.50 

4/28/95 

NOW  Legal  Defense  &  Education  Fund's 
Leadership  Summit:  The  Link  Between  Violence 
and  Poverty  in  the  Lives  of  Women  and  Children 

Washington,  DC 

$511.00 

4/21/95 

1995  Annual  Migrant  Health  Conference  -  Co- 
facilitator  at  Strategic  Planning  Session  to  Develop 
a  National  Response  to  Domestic  Violence 

Albuquerque,  NM 

$677.00 

1/17/95 

Annual  Conference  of  Georgia  Association  of 
Chiefs  of  Police  -  Presentation  on  CDC's  Family 
and  Intimate  Violence  Prevention  Team  Activities 

Macon,  GA 

$64.00 

1/24/95 

Children's  Center  for  Child  Protection  - 
Conference  on  Responding  to  Child  Maltreatment 

San  Diego,  CA 

$920.00 

3/1/95 

Forum  on  Violence  and  Violence  Prevention  - 
Sponsored  by  University  of  NC  at  Charlotte 

Charlotte,  NC 

$329.00 

7/30/96 

Workshop  on  Media  and  Violence  Spouses 
Program  National  Governor's  Association 

Burlington,  VT 

$774.50 

6/6/96 

Governor's  Spouses  Meeting  Children  and 
Violence  Initiative 

Baltimore,  MD 

$362.00 

3/13/96 

American  Medical  Association  Regional 
Conference  on  Family  Violence  -  Presentation  on 
"Community-Based  Evaluation" 

Rancho  Mirage,  CA 

$1,133.00 

Centers  for  Disease  Control 
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3/28/96 

Conference  on  "Public  Health  and  Prevention  of 
Violence-Related  Injuries"  Sponsored  by 
Department  of  Health  of  Puerto  Rico 

San  Juan,  PR 

$0.00 

4/23/96 

Annual  Meeting  of  the  American  Association  of 
Suicidology 

St.  Louis,  MO 

$2,054.00 

3/7/% 

Conference  on  "Youth,  Substance  Abuse,  and 
Violence"  -  Sponsored  by  the  White  House 

Washington,  DC 

$597.00 

1/22/96 

National  Governors'  Association  Spouse  Program 
-  Participant  in  Leadership  Forum  on  Domestic 
Abuse 

Madison,  WI 

$436.00 

5/2/% 

Conference  on  "Strengthening  the  Role  of 
Fathers"  Sponsored  by  the  White  House  - 
Participant  in  Workshop  on  Youth  Violence 

Washington,  DC 

$548.00 

5/14/% 

Youth  and  Young  Adult  Suicide  Prevention 

Hartford,  Connecticut 

$545.93 

4/19/% 

McLean  Hospital  Conference  "Substance  Abuse 

and  Violence:  Facing  the  Crisis" 

Presented:  Prevention  on  the  National  Agenda 

Boston,  MA 

$400.00 

Grand  Total 

$118,308.57 

Centers  for  Disease  Control 
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INJURY— VIOLENCE 

Mr.  Dickey.  The  problem  you're  talking  about  is  gun-related  ac- 
tivities? Is  that  what  you're  saying  the  problem  is? 

Dr.  Rosenberg.  No.  The  problem  is  violence  in  our  society  and 
the  problem  is  that  people,  especially  young  people  in  increasing 
numbers,  are  being  murdered  and  are  committing  suicide.  I  think 
it  is  so  important  for  us  to  remember  that  the  problem  is  the  prob- 
lem; it  is  the  problem  of  premature  deaths  of  our  young  people  that 
we're  trying  to  focus  on. 

Mr.  Dickey.  Can  you  stop  violence?  You  can't  stop  violence  un- 
less you  stop  people  from  committing  it,  can  you?  How  can  you  stop 
violence  by  attacking  the  gun? 

Dr.  Rosenberg.  We're  not  trying  to  attack  the  gun,  sir.  We're 
trying  to  understand  the  problem.  There  are  really  four  parts  in 
our  approach  to  stop  violence.  And  absolutely  yes,  we  can  prevent 
violence.  I  think  the  way  to  do  it  is  by  first  trying  to  understand 
it;  that's  the  first  charge  for  all  of  us.  What  are  the  patterns,  what 
is  the  problem,  who  is  getting  shot,  under  what  circumstances,  who 
is  getting  injured  by  any  means,  that's  the  first  charge  for  all  of 
us. 

Mr.  Dickey.  Well,  what  about  this  statement,  "work  toward 
changing  society's  attitudes  so  that  it  becomes  socially  unaccept- 
able for  private  citizens  to  have  handguns."  Do  you  agree  or  do  not 
agree  with  that  statement? 

Dr.  Rosenberg.  That's  not  a  statement  that  I  ever  made  or  that 
anyone  at  the  National  Center  would  support  or  work  towards. 

Mr.  Dickey.  Do  you  support  that  statement  or  not  support  it? 

Dr.  Rosenberg.  No,  I  don't  support  that  nor  do  I  work  for  that. 
What  I  work  for  is  to  prevent  these  needless  deaths. 

INJURY — FIREARM  RESEARCH 

Mr.  Dickey.  Dr.  Rosenberg,  did  you  make  the  statement  that  you 
"envision  a  long  term  campaign  similar  to  tobacco  use  and  auto 
safety  to  convince  Americans  that  guns  are  first  and  foremost  a 
public  health  menace."?  Do  you  believe  that  this  statement  reflects 
a  unbiased  approach  to  firearms  in  violence-related  research  or 
does  it  indicate  a  predisposition  on  your  part  that  firearm  owner- 
ship per  se  is  a  public  health  threat? 

Dr.  Rosenberg.  Let  me  say  first  and  foremost  for  the  record,  I 
never  made  that  statement.  That  statement  came  from  the  middle 
of  an  article  in  the  Rolling  Stone  Magazine  and  the  statement  itself 
doesn't  make  sense.  The  statement,  if  you  look  at  it,  says  that  we 
want  to  convince  people  that  cars  are  first  and  foremost  a  public 
health  menace.  We  never  set  out  to  do  that.  I  don't  think  anyone 
in  their  right  mind  takes  that  approach.  The  sentence  doesn't  make 
sense.  In  fact,  it  was  taken  out  of  context.  What  I  said  immediately 
before  that  sentence  in  quotes  was  that  we  don't  even  use  the  word 
"gun  control"  and  we  don't  think  that  you  have  to  ban  guns  to  pre- 
vent these  injuries,  the  same  way  that  we  never  had  to  ban  cars 
but  we  save  hundreds  of  thousands  of  lives  on  the  highway.  We 
think  that  we  can  save  lives  from  violence  without  having  to  ban 
guns.  So  the  intent  of  my  statement  and  the  way  it  was  conveyed 
was  just  the  opposite. 
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Mr.  Dickey.  As  reported  by  William  Raspberry  of  the  Washing- 
ton Post,  Dr.  Rosenberg,  you  have  also  stated  that  the  CDC's  agen- 
da with  regard  to  firearms  is  to  create  a  public  perception  of  fire- 
arms as  dirty,  deadly,  and  banned.  I  would  imagine  that  you  would 
maintain  that  you  were  misunderstood  by  Mr.  Raspberry,  but  no 
matter  how  you  spin  the  comment  doesn't  it  reflect  your  true  per- 
sonal feelings  towards  firearms?  And  won't  you  concede  that  your 
personal  views  on  this  subject  blur  your  ability  to  treat  this  issue 
with  objectivity  and  integrity? 

Dr.  Rosenberg.  No,  sir.  First,  I  don't  believe  that  my  personal 
views  diminish  my  ability  to  treat  this  with  integrity.  I  think  above 
all  we  need  to  preserve  the  integrity  of  the  research  and  the 
science  in  this  field;  above  all  we  will  do  that.  Let  me  also  say  for 
the  record  that  Mr.  Raspberry  never  spoke  to  me.  Mr.  Raspberry 
based  his  entire  story  on  an  article  in  the  New  York  Times,  which 
quote  we  already  discussed,  which  was  incomplete  and  the  key  con- 
cept of  children  was  left  out.  I  never  spoke  to  him  before  he  wrote 
that  story. 

Mr.  Dickey.  Did  you  ever  say  "dirty,  deadly,  and  banned"? 

Dr.  Rosenberg.  What  I  said  is  that  we  had  changed  the  image 
of  cigarettes  for  children — and  that's  very  important,  that  guns  in 
the  hands  of  children  in  many  places  is  already  banned.  I  was  talk- 
ing about  children.  When  you  leave  out  the  fact  that  we  were  talk- 
ing about  cigarettes  and  children,  the  analogy  doesn't  make  sense. 

Mr.  Porter.  Thank  you,  Mr.  Dickey.  Mr.  Istook. 

Mr.  Istook.  Thank  you,  Mr.  Chairman.  I  would  suggest  probably 
the  best  way  to  handle  the  debate  about  the  CDC  taking  a  role 
with  handguns,  it  may  be  better  than  the  Brady  bill  we  had,  if  we 
just  had  legislation  saying  you  can  only  buy  a  handgun  with  a  doc- 
tor's prescription  and  you  have  to  buy  it  at  the  pharmacy.  Then 
there  would  be  no  doubt  that  it  is  indeed  a  public  health  issue. 

Dr.  Satcher.  Could  I  say  one  thing.  The  questions  were  not  di- 
rected to  me  but  as  the  director  of  CDC  I  have  one  point  I  want 
to  make. 

Mr.  Istook.  On  that  topic? 

Dr.  Satcher.  Yes. 

Mr.  Istook.  If  you  can  do  that  on  someone  else's  time,  I'd  appre- 
ciate it. 

Dr.  Satcher.  I'm  sorry.  I  was  just  going  to  say  the  Injury  Center 
spends  approximately  5  percent  of  the  budget  on  any  kind  of  gun- 
related  research,  and  that  all  gets  lost;  that  95  percent  of  the  budg- 
et is  spent  on  working  with  young  people. 

Mr.  Istook.  How  much  is  5  percent  in  dollars? 

Dr.  Satcher.  It  is  $2.5  million. 

[Clerk's  note. — Subsequent  to  the  hearing,  CDC  changed  this 
figure  to  $2.6  million  for  the  record.] 

Mr.  Istook.  Most  taxpayers  would  not  call  that  a  small  amount. 

Dr.  Satcher.  But  it  is  for  preventing  violence. 

INJURY — HANDGUN  EPIDEMIC 

Mr.  Istook.  I've  heard  handguns  being  called  an  epidemic,  I  hear 
AIDS  or  HIV  being  called  an  epidemic.  Dr.  Satcher,  with  the  work- 
ing definitions  that  you  employ  of  epidemics,  how  many  epidemics 
are  there  in  the  country  right  now? 
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Dr.  Satcher.  I  can't  answer  that.  I  guess  we  could  attempt  to 
get  the  answer  for  you.  But  let  me  say  a  little  bit  about  what  an 
epidemic  is.  When  we  talk  about  an  epidemic  we  talk  about  an  un- 
usual occurrence.  If  there  is  a  baseline,  if  there  are  so  many  cases 
of  the  plague  in  this  country  every  year,  as  long  as  it  stays  at  that 
baseline  it  is  not  an  epidemic.  But  when  it  rises  above  that  base- 
line, it  becomes  an  epidemic.  The  interesting  thing  about  an  epi- 
demic is  that  one  case  can  be  an  epidemic.  If  you  had  a  case  of  ra- 
bies in  a  human  being  in  your  State,  it  would  be  an  epidemic.  So 
it  depends  on  what  the  baseline  is.  That's  why  you  also  understand 
that  I  can't  answer  your  question  right  now. 

Mr.  Istook.  But  I  understand  at  some  point  you  make  a  designa- 
tion which  is  used  for  helping  to  prioritize  things. 

Dr.  Satcher.  Yes.  Exactly. 

DEFINITION  OF  EPIDEMIC 

Mr.  Istook.  And  as  you  note,  in  some  cases  one  instance  of  some- 
thing could  be  called  an  epidemic,  in  some  other  case  you  may  have 
100,000  instances  of  something  but  yet  it  is  not  an  epidemic.  So  it 
has  nothing  to  do  with  how  prevalent  something  is  or  is  not  in  soci- 
ety, it  only  counts  whether  you  measure  it  against  a  baseline  of 
what  you  anticipated. 

Dr.  Satcher.  Exactly. 

Mr.  Istook.  We  have  been  familiar  with  that  process  here  in 
Congress  for  some  time  because  people  when  they  say  how  much 
are  we  spending  on  something,  is  it  going  up  or  going  down,  rather 
than  measuring  it  on  whether  actual  money  was  up  or  down  they 
would  measure  it  against  a  baseline,  which  made  it  very  hard  for 
your  average  citizen  to  understand  what  was  significant  and  what 
was  not.  I  do  find,  because  the  epidemic  definition  is  as  you  men- 
tioned, it  is  very  hard  to  use  that  therefore  for  establishing  prior- 
ities. Whether  it  be  AIDS  or  anything  else,  the  fact  that  something 
may  be  labelled  an  epidemic  then  really  does  not  necessarily  tell 
us  where  its  priority  should  be  for  our  planning  purposes  and  allo- 
cating funds. 

Dr.  Satcher.  I  agree  with  you.  And  we  don't  use  it  to  establish 
priorities.  But  we  do  use  epidemiology.  Therefore,  if  you  asked  me 
what  are  the  leading  causes  of  death  in  the  American  population, 
I  would  answer  that,  and  if  you  asked  me  what  are  the  leading 
causes  of  years  of  potential  life  lost,  I  would  answer  that,  and  the 
second  question  would  talk  about  injuries  and  violence  because 
when  you  look  at  what  is  happening  with  our  teenagers  and  young 
people  then  the  role  of  violence  and  the  role  of  injuries  in  general 
is  predominant.  And  that's  what  makes  it  a  priority. 

Mr.  Istook.  Sure.  And  I  recognize  the  difference  that  you  men- 
tion. I  am  trying  to  point  out,  of  course,  what  is  often  used  at  the 
political  level  with  respect  to  that. 

Dr.  Satcher.  You're  doing  a  great  job.  [Laughter.] 

Mr.  Istook.  Since  the  definition  of  epidemic  is  variable  according 
to  what  baseline  you're  employing,  does  CDC  or  anyone  else  basi- 
cally seek  to  establish  a  baseline  against  which  things  would  be 
measured? 

Dr.  Satcher.  Oh,  yes,  that's  very  important.  Our  role  is  surveil- 
lance and  monitoring  of  diseases  in  the  population.  One  of  the  rea- 
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sons  we're  asking  for  the  money  for  the  National  Health  and  Nutri- 
tion Examination  Survey  is  because  unless  you  have  some  way  of 
monitoring  the  health  of  the  American  people,  you  can't  establish 
what  the  baseline  is  and  you  certainly  can't  establish  when  some- 
thing has  gone  significantly  above  that.  So  we  have  that  respon- 
sibility. 

Mr.  Istook.  I  would  be  interested,  Dr.  Satcher,  for  let's  just  say 
significant  portions  of  your  budget,  and  I  don't  know  whether  that 
ought  to  be  defined  as  something  that  is  above  $10  million  or  what 
a  cutoff  figure  would  be,  but  for  anything  that  involves  significant 
levels  of  funding  in  your  budget,  I  would  like  to  receive  the  infor- 
mation that  just  basically  says  how  the  incidence  of  this  problem 
or  disease  in  the  last  couple  of  years  compares  with  a  CDC  estab- 
lished baseline  and  of  course  when  that  baseline  was  established. 

Dr.  Satcher.  That's  a  very  fair  request.  We  would  be  very  happy 
to  respond.  Tuberculosis  is  a  good  example,  by  the  way.  I  won't  get 
into  that,  but  look  at  what's  happened  with  TB. 

Mr.  Istook.  Okay.  Great.  I  look  forward  to  that  and  will  person- 
ally go  through  the  information. 

[The  information  follows:] 
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Baseline  Data 


Source  of  Baseline  Data 

In  1979,  a  publication  entitled,  Healthy  People:    The  Surgeon 
General  's  Report  of  Health  Promotion  and  Disease  Prevention ,  set 
the  stage  for  the  beginning  of  a  national  process  seeking  to 
improve  the  health  status  of  all  Americans.    Adopting  a 
management-by-objectives  planning  process,  objectives  were 
developed  addressing   improvements  in  health  status,  risk 
reduction,  public  and  professional  awareness  of  prevention, 
health  services  and  protective  measures,  and  surveillance  and 
evaluation,  expressed  in  terms  of  measurable  targets  to  be 
accomplished  by  1990. 

The  year  2000  objectives  were  built  upon  the  efforts  of  the  1990 
objectives  with  the  addition  of  areas  focused  on  topics  such  as 
HIV  infection  and  cancer. 

The  publication,  Healthy  People  2000:   National  Health  Promotion 
and  Disease  Prevention  Objectives    (HP  2000),    contains  the 
national  strategy  for  significantly  improving  the  health  of  the 
Nation  over  the  coming  decade. 

The  measurable  objectives  set  forth  in  HP  2000   are  organized  into 
22  priority  areas  6  of  which  CDC  has  been  designated  as  having 
program  and  data  responsibilities.   These  priority  areas  are: 
tobacco,  violent  and  abusive  behavior,  unintentional  injuries, 
occupational  safety  and  health,   sexually  transmitted  diseases, 
immunization  and  infectious  diseases.   In  addition,   CDC  also  has 
program  responsibilities  in:  environmental  health,   cancer, 
diabetes  and  chronic  disabling  conditions. 

The  baseline  data  sets  for  the  year  2000  health  objectives,  for 
the  most  part,  were  taken  from  major  national  data  systems  such 
as  the  National  Vital  Statistics  System,  National  Notifiable 
Diseases  Surveillance  System,  National  Hospital  Discharge  Survey, 
National  Health  and  Nutrition  Examination  Survey,  National  Crime 
Survey  and  the  National  Fire  Incident  Reporting  System  to  name  a 
few. 

The  information  given  below  are  CDC's  6  priority  areas  under  HP 
2000,    listing  the  objective,   baseline  information,  the  latest 
update  change  from  target  and  the  year  2000  objectives.   The 
examples  and  information  used  in  the  data  tables  were  taken  from 
the  HP  2000   Midcourse  Review  and  1995  Revisions. 
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Tobacco 


The  HP  2000   objective  covers  six  core  components  of  tobacco 
control:  preventing  tobacco  use,  treating  nicotine  addiction, 
protecting  nonsmokers  from  environmental  tobacco  smoke  exposure, 
limiting  the  tobacco  advertising  and  promotion  on  young  people, 
increasing  the  price  of  tobacco  products,  and  regulating  tobacco 
products . 


Objective  Baseline  Update 


o  fewer  people  smoking  cigarettes  29%  (1987)         25%(1993) 

o  fewer  youth  beginning  to  smoke  30%  (1987)         27%  (1993) 


Year  2000 
Targets 

15% 

15% 


Violent  and  Abusive  Behavior 

The  HP  2000  objectives  for  this  public  health  problem  have  been  developed  within  six 
key  areas:  homicide  and  assaultive  violence,  domestic  violence,  child  abuse,  sexual 
assault,  suicide,  and  firearm  injury. 


Objective 

o  fewer  homicides  (per  100,000) 

o  fewer  assault  injuries  (per  100,000) 


Baseline 

Update 

Year  2000 
Targets 

8.5  (1987) 

10.3  (1992) 

7.2 

9.7  (1986) 

9.9  (1992) 

8.7 

Unintentional  Injuries 

The  HP  2000  objectives  to  reduce  death  and  disability  resulting  from  unintentional 
injuries  are  related  to  motor  vehicle  crashes,  falls  and  fall-related  injuries,  drownings, 
fire  deaths  and  injuries,  hip  fractures  among  the  elderly,  and   poisonings. 


Objective  Baseline 

o  fewer  unintentional  injury  deaths  34.7  (1987) 

(per  100,000) 
o  more  people  using  automobile  42%  (1988) 

safety  restraints 


Update  Year  2000 

Targets 
29.6  (1993)         29.3 

67%  (1994)         85% 
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Occupational  Safety  and  Health 

The  HP  2000  objectives  are  to  recognize  and  prevent  premature  death,  diseases,  injuries 
and  other  unhealthful  conditions  resulting  from  occupational  exposures. 


Objective 

o  fewer  work-related  deaths 

(per  100,000) 
o  fewer  work-related  injuries 
(per  100,000) 


Baseline  Update 

6  (1983-87)         5  (1993) 
7.7  (1983-87)      7.9  (1993) 


Year  2000 

Targets 

4 

6.0 


Sexually  Transmitted  Diseases 

The  HP  2000  objectives  are  to  prevent  and  control  sexually  transmitted  diseases. 


Objective 


o  fewer  gonorrhea  infections 
(per  100,000) 
o  fewer  syphilis  infections 
(per  100,000) 


Baseline 

300  (1989) 
18.1  (1989) 


Update 

172  (1993) 
10.4  (1993) 


Year  2000 
Targets 

225 

10.0 


Immunization  and  Infectious  Diseases 

The  HP  2000  objectives  set  targets  to  decrease  the  number  of  cases  of  vaccine 
preventable  diseases,  viral  hepatitis,  and  pneumonia  and  influenza  deaths,  and  to  reduce 
tuberculosis  cases,  surgical  and  nosocomial  infections,  illness  among  international 
travelers,  bacterial  meningitis,  diarrhea  in  child  care  centers,  and  ear  infections  in 
children. 


Objective 


o  no  measles  cases 

o  fewer  pneumonia  and  influenza 

deaths  (per  100,000  >65) 
o  higher  immunization  levels 

(ages  19-35  months) 


Baseline 


3058  (1988)  (a) 
19.9  (  b) 

•54-64%  (1989) 


Update 


312  (1993)  (a) 
23.1  (  c) 

67%  (1993) 


Year  2000 
Targets 

0 

7.3 

90% 


a  -  Data  an  expressed  as  measles  cases 

b  - 1979-80  through  1986-87  influenza  seasons 

c  - 1987-88  through  1989-90  influenza  seasons 


Note:  Basline  revised  from  54%  to  64%  in  1985 
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Environmental  Health 

The  HP  2000  objectives  in  this  area  points  to  improvements  in  the  way  the  Nation 
responds  to  factors  related  to  the  environment  that  are  thought  to  have  the  greatest 
potential  for  preventing  damage  to  human  health. 


Objective 

Baseline 

Update 

Year  2000 
Targets 

o  no  children  with  blood  lead 

234,000  (1984) 

93,000(1988-91) 

0 

25ug/dl 

o  %  of  people  living  in 

49.7%  (1988) 

76.5%  (1993) 

85% 

communities  that  meet 

criteria  air  pollutant  stds. 

o  %  of  people  in  radon-tested 

5%  (1989) 

11.4%  (1993) 

40% 

houses 

Cancer 

The  year  2000  objectives  for  this  priority  area  focus  on  those  areas  in  prevention  and 
detection  with  the  greatest  potential  for  reducing  cancer  incidence,  morbidity,  and 
mortality.   The  targets  include  cigarette  smoking  reduction,  dietary  change,  and 
improvements  in  early  detection. 


Objective 


o  decrease  cancer  deaths 

(per  100,000) 
o  increase  screening  for  breast 

cancer  (age  >50) 
o  increase  screening  for  cervical 

cancer  (age  >  18) 
o  increase  fecal  occult  blood 

testing  (age  >50) 


Baseline 

Update 

Year  2000 
Targets 

134  (1987) 

133  (1993) 

130 

25%  (1987) 

55%  (1993) 

60% 

88%  (1987) 

95%  (1993) 

95% 

27%  (1987) 

30%  (1992) 

50% 

Diabetes  and  Chronic  Disabling  Conditions 

The  year  2000  objectives  for  this  priority  area  focuses  on  the  need  for  prevention  of 
disabilities;  early  diagnosis  and  treatment  of  chronic  conditions;  and  provision  of 
information,  skills  training,  and  support  services  to  increase  the  ability  of  people  to 
manage  their  conditions,  to  live  independently,  and  to  participate  fully  in  their 
communities. 
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Objective 


o  fewer  people  disabled  by 
chronic  conditions  (major 
activity) 

o  fewer  diabetes-related  deaths 
(per  100,000) 


Update 


Year  2000 
Targets 


9.45%(1987)  10.6%  (1993)  8% 

38  (1986)  38  (1992)  34 


HIV  Infection 

The  year  2000  objectives  for  this  priority  area  focuses  on  HIV  prevention,  reduction  of 
HIV  incidence  primarily  through  modification  of  high-risk  behaviors,  and  health 
outcomes. 


Objective 


o  slower  increase  on  HIV 
infections  (per  100,000) 


Baseline 


400(1989) 


Update 


N/A 


Year  2000 
Targets 

400 


*  Information  in  table  was  taken  from  the  HP2000  Midcourse  Review  and  1995  Revisions. 
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Mr.  Istook.  Mr.  Chairman,  do  I  have  much  time  remaining? 
Mr.  Porter.  You  have  no  time  remaining. 

Mr.  Istook.  I  have  no  time  so  I  will  not  open  up  another  area. 
Thank  you,  Dr.  Satcher. 
Mr.  Porter.  Mr.  Riggs. 

IMMUNIZATION — VACCINES  FOR  CHILDREN  (VFC) 

Mr.  RlGGS.  Thank  you,  Mr.  Chairman.  Dr.  Satcher,  good  morn- 
ing. I  apologize  for  being  in  and  out  during  the  course  of  your  testi- 
mony. We  had  another  markup  going  on.  I  am  told  the  Chairman 
perhaps  pursued  this  a  little  bit  with  you,  but  I  would  like  to  know 
more  about  the  VFC  program,  particularly  since  so  much  con- 
troversy has  surrounded  that  program  since  its  initiation. 

I  want  to  go  back  to  testimony  by  Dr.  Irwin  Redlener,  president 
of  the  Children's  Health  Fund,  before  a  Senate  Subcommittee  last 
September.  He  said  then,  and  you're  probably  familiar  with  his 
statements 

Dr.  Satcher.  Yes.  Yes,  certainly. 

Mr.  RlGGS.  I  just  want  to  cite  one  quote  for  the  record.  "Since 
1992,  our  look  at  the  figures  indicates  that  more  than  $450  million 
have  been  allocated  for  the  immunization  action  plans  by  the  Fed- 
eral Government  as  pass-throughs  to  State  and  local  Governments. 
The  vast  majority  of  the  $450  million-plus  remains  unspent  in 
clogged  bureaucratic  pipelines."  I'm  wondering  what  you  have  done 
to  rectify  that  problem,  which  would  then  beg  the  following  ques- 
tion, if  we  can't  spend  the  money  we  are  already  appropriating  for 
immunization,  why  continue  to  fund  another  program,  the  VFC, 
which  has  already  been  shown  to  be  mismanaged,  costly  and  dam- 
aging to  vaccine  research  and  development  based  on  a  false 
premise 

Dr.  Satcher.  Whose  quote  is  that?  That's  not  Erwin  Redlener's, 
that  last  quote?  Whose  quote  is  that? 

Mr.  Riggs.  No,  no.  These  are  the  claims  of  critics  regarding  the 
program.  I  am  sure  you  are  familiar  with  these  claims. 

Dr.  Satcher.  Oh,  I  see.  I  just  wanted  to  know  who  you  were 
quoting. 

IMMUNIZATION — PURPOSE  OF  VFC 

Mr.  RlGGS.  So  I  just  want  to  give  you  a  chance  to  respond  to  the 
controversy  that  has  dogged  this  program  which  obviously  has  a 
very  nice  sounding  name  and  well-intentioned  purpose. 

Dr.  Satcher.  Right.  The  VFC  program  is  a  very  important  pro- 
gram. But  it  has  to  be  looked  at  in  the  context  as  one  part  of  a 
five  part  program.  This  is  the  Childhood  Immunization  Initiative 
that  we  have  been  managing.  The  5  part  immunization  initiative 
also  includes  the  317  program,  which  you  mentioned,  because 
that's  where  the  funding  backlog  is  in  the  States.  The  States  are 
really  trying  to  improve  their  delivery  system  for  vaccines.  Some 
States  have  developed  new  clinics.  Some  States  have,  as  you  know, 
developed  relationships  with  the  Women,  Infants  and  Children  Pro- 
gram to  make  sure  that  parents  get  the  information  and  children 
are  enrolled.  States  are  doing  several  related  things. 

I  mentioned  earlier  that,  like  most  of  our  new  programs  with 
States,  that  program  had  some  difficulties  starting  up  and  there 
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was  backlog.  By  no  means  is  a  majority  of  the  money  backlogged. 
As  I  pointed  out,  States  are  really  catching  up  in  those  programs. 
We  have  also,  as  you  know,  required  States  to  set  aside  a  certain 
amount  of  that  money,  for  example,  to  work  with  WIC  Programs. 
Now,  10  percent  of  the  funding  has  to  go  to  develop  relationships 
with  the  WIC  Programs  in  order  for  States  to  be  funded. 

We  have  worked  very  closely  with  States  and  I  think  what  we're 
seeing  is  that  States  are  solving  the  problem  of  the  backlog.  If  you 
ask  the  question,  was  it  an  unusual  problem  for  a  new  program? 
The  fact  of  the  matter  is  the  answer  to  that  is  no,  it  wasn't.  We 
don't  like  it  and  I  think  in  the  future  we  ought  to  find  ways  to  pre- 
vent it,  but  it  has  been  a  very  common  problem  with  new  pro- 
grams. 

The  Vaccines  for  Children's  Program,  as  you  know,  primarily  is 
geared  toward  making  sure  that  there  are  no  financial  barriers  to 
eligible  children  having  access  to  vaccines.  It  targets  the  uninsured, 
the  under-insured,  it  targets  Native  Americans,  and  it  makes  the 
Medicaid  program  much  more  cost-efficient.  So  those  are  the  things 
that  we've  tried  to  do  with  VFC. 

I  believe  that  VFC  is,  in  fact,  making  a  tremendous  difference. 
But  more  important  than  what  I  believe  is  the  fact  that  if  you  talk 
to  State  health  departments  throughout  this  country  they  will  say 
that  the  VFC  program  has  made  a  tremendous  difference  in  their 
ability  to  immunize  children. 

Even  more  important  is  that  we  are  significantly  improving  the 
immunization  rates  of  children  in  this  country.  Coverage  rates  are 
at  an  all  time  high.  We  have  met  the  1994  goals.  The  next  goal  is 
the  year  2000  goal  at  which  time  we  hope  to  have  90  percent  of 
2  year  old  children  fully  immunized.  We're  talking  about  prevent- 
ing vaccine  preventable  diseases.  In  1995,  we  had  the  lowest  inci- 
dence of  vaccine  preventable  diseases  in  the  history  of  this  coun- 
try— all  time  lows  for  seven  major  vaccine  preventable  diseases,  in- 
cluding measles,  mumps,  diphtheria,  and  polio.  So  the  program  is 
working.  I  do  believe  we  will  continue  to  debate  about  VFC  but 
while  we  debate  I  think  it  is  important  to  know  we  are  achieving 
our  goals. 

IMMUNIZATION — VFC  INCREASE 

Mr.  RlGGS.  I  want  to  make  sure  that  we  all  focus  on  the  justifica- 
tion for  the  increase  that  you  are  requesting,  which  by  my  numbers 
is  over  100  percent  increase,  from  $213  million  to  $469  million  for 
the  VFC  for  fiscal  year  1997. 

Dr.  Satcher.  As  you  know,  the  VFC  program  is  an  entitlement 
program  and  it  goes  along  with  medicaid,  and  we  don't  have  the 
control  over  the  budget  for  that  program. 

[Clerk's  note. — Subsequent  to  the  hearing,  CDC  supplied  the 
following  clarification  for  the  record:] 

The  numbers  you  cite  were  not  developed  by  CDC  and  do  not  agree  with  CDC 
program  level  estimates  of  $410  million  for  FY  1996  and  $524  million  for  FY  1997, 
for  a  28  percent  increase. 

IMMUNIZATION — VFC  SURVEYS 

Mr.  RlGGS.  Here's  my  concern,  Doctor.  When  the  States  were 
asked  to  survey  the  eligible  population  for  the  VFC  program,  the 
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totals  were  staggering  in  their  inaccuracy.  For  example,  Califor- 
nia's estimate  was  more  than  double  the  State's  total  population 
under  the  age  of  1  year.  Maryland  also  over-estimated  by  nearly 
double,  same  with  New  York  and  Texas,  the  list  goes  on.  Has  your 
department  been  able  to  correct  those  surveys  and  get  real  num- 
bers? And  with  such  inflated  numbers,  how  can  you  measure  the 
justification  for  your  budget  request  as  well  as  the  true  success  of 
this  program? 

Dr.  Satcher.  I  think  there  are  two  things  about  the  accountabil- 
ity. That's  what  you  are  raising  is  a  question  of  accountability  in 
this  program.  There  was  in  fact  initially  some  over-estimates  by 
States  when  they  submitted  their  figures.  To  a  great  extent  we 
worked  with  States,  we  worked  with  the  Association  of  State  and 
Territorial  Health  Officials  and  corrected  most  of  those.  I  think  if 
you  look  at  the  program  now  and  you  look  at  the  amount  of  vaccine 
that  has  been  ordered  and  used,  it  goes  along  very  closely  with 
what  you  would  expect.  So  we  are  comfortable  that  in  terms  of  how 
the  VFC  funds  are  being  spent  that  we  will,  in  fact,  be  in  a  position 
to  account  for  them. 

Now  I  must  say  that  we  have  tried  very  hard  to  allow  the  States 
some  room,  some  autonomy,  some  flexibility  and  not  to  be  the  Fed- 
eral Government  looking  over  their  shoulder  every  time  they  made 
a  decision.  But  we've  also  said  that  we're  going  to  monitor  the  bot- 
tom line,  and  that's  what  we're  trying  to  do. 

Mr.  Porter.  Thank  you,  Mr.  Riggs. 

Ms.  Pelosi? 

HIV/AIDS — PREVENTION  COMMUNITY  PLANNING 

Ms.  Pelosi.  Thank  you  very  much,  Mr.  Chairman.  I  want  to  join 
you  in  welcoming  our  witnesses  today.  I,  too,  had  a  markup  in  an- 
other Committee  so  forgive  me  for  not  being  here  for  your  entire 
presentation.  But  I  want  to  commend  you  for  the  testimony  that  I 
did  see  and  congratulate  you  on  CDC;  fiftieth  anniversary.  Con- 
gratulations on  not  only  the  anniversary,  but  on  great  achieve- 
ments and  inspiring  hope  that  we  can  improve  the  health  of  the 
American  people. 

I  wanted  to  ask  questions  on  a  couple  of  different  subjects.  I 
want  to  start  with  commending  you  on  the  reforms  you've  made  in 
HIV  prevention.  The  new  emphasis  on  community  level  planning 
including  needs  assessment  and  local  priority-setting  make  me  op- 
timistic that  the  number  of  new  HIV  infections  can  be  greatly  re- 
duced over  the  next  several  years.  Dr.  Gayle,  if  you  would,  could 
you  briefly  describe  what  the  current  status  of  the  community  plan- 
ning initiative  is  and  what  the  results  have  been  for  your  initial 
evaluations. 

Dr.  Satcher.  Let  me  just  say  one  thing  while  Dr.  Gayle  is  get- 
ting ready.  I  think  you  remember  that  community  planning  coali- 
tion strategy  grew  out  of  an  external  review  of  CDC's  program.  It 
turned  out  to  be  a  very  valuable  review  and  that  was  one  of  the 
major  recommendations.  We  are  very  pleased  with  how  it  has  been 
implemented. 

Ms.  Pelosi.  I  appreciate  that,  Dr.  Satcher,  because  there  are  a 
number  of  us  here  who  had  proposed  a  community  planning  model 
through  legislation.  However,  the  administration  said  we're  doing 


171 

something  similar.  So  see  what  we  do  and  then  decide  if  you  want 
legislation.  We  did  wait  and  I  have  been  very  impressed  with  the 
course  you  have  taken.  But  I  would  be  interested  in  a  report  from 
Dr.  Gayle.  Thank  you. 

Dr.  Gayle.  Thank  you,  and  thank  you  for  your  continued  interest 
in  this  area.  As  you  know,  we're  in  now  the  third  cycle,  if  you  will, 
of  using  the  community  planning  process.  I  think  we  feel  very  con- 
fident that  this  is  turning  out  to  be  an  extremely  effective  way  to 
make  sure  that  resources  are  more  appropriately  targeted  to  the 
communities  with  greatest  need  and  to  make  sure  that  interven- 
tions are  done  in  a  way  that  is  most  appropriate  and  most  relevant 
to  the  populations  that  are  being  served  in  the  different  State  and 
local  areas. 

Clearly,  when  you're  making  a  major  change  in  the  way  that 
funding  is  done  and  the  way  that  activities  are  being  planned  it 
takes  a  while  to  know  exactly  how  that  is  actually  affecting  pro- 
grams. So  we  are  in  the  process  of  developing  a  very  comprehensive 
evaluation  plan  that  will  give  us  that  sort  of  information  that  says 
exactly  what  has  been  the  effect  over  time  of  having  these  pro- 
grams that  are  more  effectively  targeted.  We  fully  expect  that 
through  these  evaluations  we  will  see  that  this  whole  effort  to  have 
much  more  community-based  efforts  is  going  to  have  the  effect  of 
having  more  effective  programs.  So  we  look  forward  to  being  able 
to  give  a  more  comprehensive  report  about  those  evaluations  and 
that  evaluation  process.  We  will  continue  to  communicate  with  you 
on  that. 

HIV — SUBSTANCE  ABUSE  ACTIVITIES 

Ms.  Pelosi.  I  appreciate  that.  Thank  you,  Dr.  Gayle.  To  our 
panel,  SAMHSA  lost  $15  million  in  targeted  funding  for  HIV  out- 
reach and  prevention  programs  for  substance  abuse.  The  committee 
asked  the  CDC  to  pick  up  the  slack.  What  plans  do  you  have  to 
respond  to  this  request? 

Dr.  Gayle.  We  are  working  very  closely  with  SAMHSA  now  to 
look  at  ways  in  which  we  can  do  more  collaborative  efforts  in  this 
whole  area  of  reducing  HIV  risk  among  injecting  drug  users.  Obvi- 
ously, picking  up  the  slack,  as  you  said,  without  additional  re- 
sources is  going  to  take  some  real  careful  planning  and  looking  at 
ways  in  which  we  can  most  effectively  and  efficiently  meet  those 
needs.  So  we're  in  the  process  of  talking  with  our  sister  agency  on 
these  issues.  Again  using  the  community  planning  process,  we  hope 
that  at  the  community  levels  looking  at  what  are  the  greatest 
needs  and  what  are  the  most  effective  ways  of  having  outreach  to 
this  population  will  be  the  end  result  of  this. 

HIV — FY  1997  INCREASE 

Ms.  PELOSI.  Thank  you,  Doctor  Gayle.  I  see  the  budget  request 
is  for  $618  million.  How  would  the  increased  funding  be  used  to 
further  prevention  of  HIV  infection? 

Dr.  Satcher.  I  mentioned  earlier  that  the  $34  million  increase 
that  we're  requesting  is  primarily  going  to  be  used  to  target  our 
intervention.  It  is  to  do  prevention  intervention  research,  but  espe- 
cially to  target  groups  that  we  see  as  disproportionately  at  risk. 
You  mentioned  one  of  those  groups  of  course,  the  IV  drug  abusing 
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population  and  looking  at  how  we  can  better  intervene.  Also,  cer- 
tain gay  populations,  especially  minority  men,  have  not  yet  had  the 
same  kind  of  response  to  the  AIDS  prevention  strategies  as  major- 
ity gay  men  have  had,  so  we're  working  very  closely  with  that  com- 
munity and  trying  to  do  a  better  job  of  targeting.  We're  also  con- 
cerned about  teenagers.  As  you  know,  as  this  epidemic  goes  on 
we're  seeing  more  and  more  evidence  that  at  least  a  quarter  of  the 
new  infections  are  occurring  before  the  age  of  22  and  half  of  them 
before  the  age  of  25,  so  we  think  we  need  to  do  a  better  job  there. 
The  other  area  of  course  is  the  mother  to  child  transmission  where 
we  think  we  have  already  made  some  progress.  I  think  the  de- 
crease in  the  number  of  children  infected  from  mothers  went  from 
like  1,034  to  800  last  year.  So  we're  making  real  progress  in  that 
area  but  we've  got  to  continue  looking  at  ways  to  eliminate  that 
transmission  completely.  So  those  are  the  areas  that  we  hope  to 
use  that  money. 

Mr.  Porter.  Thank  you,  Ms.  Pelosi. 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman.  Thank  you,  panel. 

INJURY — RESEARCH  DATA 

Mr.  Porter.  Every  member  of  the  subcommittee  with  the  excep- 
tion of  Mr.  Obey  has  had  five  minutes  in  the  first  round.  If  Mr. 
Obey  should  come  in  before  we  complete  the  hearing,  I  am  going 
to  call  on  him  as  soon  as  possible  and  allow  him  to  ask  his  first 
round  of  questions.  Otherwise,  we  will  have  four  minutes  per  mem- 
ber for  the  second  round.  I  have  the  following  in  this  order,  myself, 
Mr.  Hoyer,  Mr.  Miller,  Mr.  Bonilla,  Mr.  Dickey,  Mr.  Riggs,  and  Ms. 
Pelosi,  four  minutes  each. 

I  might  as  well  ask  this  directly  of  Dr.  Rosenberg.  Dr.  Rosenberg, 
you  have  been  criticized  for  refusing  to  release  the  data  from  some 
of  the  injury  control  studies  that  you  have  funded,  in  particular  the 
work  of  Dr.  Arthur  Kellerman.  Can  you  describe  for  us  your  policy 
regarding  the  release  of  data  from  CDC-supported  research  projects 
and  compare  that  policy  to  NIH's  policy. 

Dr.  Rosenberg.  Yes,  sir.  Our  policy  is  the  same  as  NIH's  policy. 
Our  policies  for  doing  research,  for  supporting  it,  for  selecting  it, 
monitoring  it,  and  disseminating  the  research  data  are  the  same  as 
NIH's.  In  this  particular  case  I  think  there  had  been  requests  for 
Dr.  Kellerman's  data.  There  is  no  Government  right  to  an  individ- 
ual grantee's  data.  That  is  not  ours  at  the  Centers  for  Disease  Con- 
trol and  Prevention  but  remains  his.  However,  he  has  agreed  and 
is  taking  steps  to  make  his  data  available.  What  he  had  wanted  to 
do  was  to  finish  writing  up  the  studies  that  he  had  worked  so  long 
to  develop  the  data  for,  but  he  has  assured  us  that  he  is  taking 
steps  to  make  those  data  available  and  they  will  be  available  before 
the  end  of  the  year. 

MINE  SAFETY  RESEARCH 

Mr.  Porter.  Thank  you.  Dr.  Satcher,  your  budget  proposes  a 
transfer  of  the  $32  million  mine  safety  research  function  from  the 
Department  of  Energy  to  the  National  Institute  for  Occupational 
Safety  and  Health.  This  program  was  transferred  to  Energy  last 
year  from  the  Interior  Department.  What  is  the  rationale  for  mov- 
ing this  agency  and  its  400  FTEs  twice  in  two  years?  Does  NIOSH 


173 

have  prior  experience  with  mine  related  research  or  any  previous 
collaborations  with  the  agency? 

Dr.  Satcher.  We  are  very  pleased  to  have  the  Mine  Safety  Re- 
search as  a  part  of  CDC  and  we  think  it  is  appropriate.  The  major 
rationale  is  that  the  National  Institute  for  Occupational  Safety  and 
Health,  as  you  know,  was  set  up  to  conduct  research  to  prevent 
work  injuries  and  illnesses.  We  think  it  is  appropriate  that  this 
mine  agency,  which  has  been  doing  research  to  improve  the  safety 
of  miners  become  a  part  of  CDC.  We  think  it  is  more  appropriate 
than  it  would  be  for  it  to  be  a  part  of  the  Mine  Safety  and  Health 
Administration  or  the  Department  of  Energy.  I  guess  those  were 
the  other  considerations.  We  think  it  is  the  focus  on  research  and 
prevention  as  opposed  to  regulations,  for  example.  We're  not  into 
regulations  in  NIOSH,  we're  into  research  and  training  and  we 
think  that  fits  perfectly  with  the  Bureau  of  Mines. 

BREAST  AND  CERVICAL  CANCER 

Mr.  Porter.  This  year  advocates  have  approached  us  requesting 
$200  million  for  the  breast  and  cervical  cancer  screening  program, 
a  60  percent  increase  from  the  1996  level  of  $125  million.  Could  the 
program  effectively  absorb  an  increase  of  this  size  in  one  year? 

Dr.  Satcher.  Let  me  say  two  things.  One,  if  you  ask  me  could 
we  absorb  it,  the  answer  is  yes.  We  have  of  course  based  our  budg- 
et request  on  a  variety  of  things  and  other  considerations.  This  is 
the  second  leading  cause  of  cancer  death  in  women  in  this  country, 
about  50,000  [Clerk's  NOTE. — Subsequent  to  the  hearing,  CDC  cor- 
rected this  figure  to  "44,000"  for  the  record.]  deaths  a  year,  almost 
200  [Clerk's  note. — Subsequent  to  the  hearing,  CDC  corrected 
this  figure  to  "185,000"  for  the  record.]  new  cases  of  breast  cancer 
a  year.  We  have  demonstrated  the  ability  to  improve  the  stage  of 
diagnosis  and  we've  demonstrated  that  when  you  do  you  save  lives; 
therefore,  here's  an  area  where  we  have  seen  almost  a  5  percent 
decrease  in  death  rates  for  women  since  1989.  So  this  is  indeed  an 
area  where  we  know  we  can  make  a  difference.  I  think  it  is  just 
a  matter  of  how  we  distribute  the  funds,  but  certainly  it  is  an  op- 
portunity for  prevention,  it's  an  opportunity  for  saving  lives  and  we 
have  demonstrated  that.  Therefore,  I  think  you  can  make  the  case 
for  investing  in  that  area.  The  level  of  investment  we  have  to  de- 
termine based  on  a  lot  of  other  issues. 

Mr.  Porter.  Including  other  priorities. 

Dr.  Satcher.  Right. 

Mr.  Porter.  Mr.  Stokes. 

INJURY  CONTROL — PROGRAM  ACTIVITIES 

Mr.  Stokes.  Thank  you,  Mr.  Chairman.  Dr.  Satcher,  within  your 
budget  account  for  injury  control,  tell  us  exactly  what  injuries  are 
you  tracking  within  that  account. 

Dr.  Satcher.  It  is  a  very  important  question  because  I  think 
sometimes  that  gets  lost  in  terms  of  the  range  of  injuries  involved. 
Unintentional  injuries  we  don't  really  talk  about  a  lot  and  I  think 
the  Injury  Center  has  probably  made  its  greatest  impact  in  the 
area  of  preventing  unintentional  injuries — motor  vehicle  crashes, 
falls,  fires,  et  cetera.  The  Injury  Center  has  made  some  major  im- 
pact in  saving  not  only  lives  but  dollars.  The  cost  of  these  injuries 
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are  just  tremendous  when  they  are  dealt  with  in  the  health  care 
system.  But  when  they  can  be  prevented,  we  save  lives,  we  save 
disabilities,  we  save  money.  So  the  Injury  Center  has  been  involved 
in  unintentional  injuries,  the  whole  broad  range  from  motor  vehi- 
cles to  falls  and  fires  and  drownings.  We  are  also  concerned  about 
violent  injuries  which  has  been  a  very  rapidly  growing  area.  Inten- 
tional injuries,  whether  they  result  in  traumatic  brain  injuries,  spi- 
nal cord  injuries,  or  homicide  or  suicide,  especially  youth  violence, 
domestic  or  family  violence  where  women  are  disproportionately  af- 
fected, these  are  all  areas  where  we  are  working  in  the  area  of  pre- 
vention and  we're  working  very  closely  with  others  in  the  health 
care  system.  Our  role  is  prevention. 

INJURY— NATIONAL  COST 

Mr.  Stokes.  To  help  us  better  understand  the  importance  of  pre- 
vention, tell  us  what  is  the  cost  of  injury  to  the  Nation. 

Dr.  Satcher.  We  estimate  that  injuries  cost  the  Nation  every 
year  in  direct  and  indirect  costs  about  $225  billion.  It  is  a  tremen- 
dous cost.  The  interesting  thing  is  when  we  talk  about  deaths,  and 
obviously  homicides  and  suicides  we're  concerned  about,  but  I  have 
had  a  chance  to  visit  some  of  the  rehabilitation  centers  in  the  coun- 
try, one  in  Michigan,  for  example,  which  is  one  of  the  major  reha- 
bilitation centers,  there's  one  in  Chicago,  and  to  see  young  people 
being  disabled  early  in  life  by  spinal  cord  injuries  and  traumatic 
brain  injuries  from  violence  is  really  something  that  is  disturbing. 
There  is  a  tremendous  cost  to  the  country  in  terms  of  treatment, 
there  is  also  a  tremendous  cost  in  terms  of  a  lifetime  of  disability. 
And  that  is  increasing  dramatically. 

INJURY  PREVENTION 

Mr.  Stokes.  Could  you  quantify  for  us  how  CDC  is  making  a  dif- 
ference in  this  area? 

Dr.  Satcher.  I  am  going  to  ask  Dr.  Rosenberg  to  help  me  with 
that.  But  I  think  we  have  demonstrated  the  ability  to  significantly 
prevent  unintentional  injuries  and  I  think  we're  increasingly  show- 
ing the  same  ability  in  intentional  injuries.  There  are  11  States  in 
the  country  now  where  violent  injuries  exceed  motor  vehicle  crash- 
es as  a  cause  of  death — 11  States.  We  estimate  that  by  the  year 
2001  all  over  the  country  violent  injuries  will  exceed  motor  vehicle 
crashes  as  a  cause  of  death.  Dr.  Rosenberg,  do  you  want  to  add. 

Dr.  Rosenberg.  Let  me  give  you  just  a  couple  of  examples  of  how 
we're  making  contributions  to  this.  We  talked  before  about  the 
problem  of  hip  fractures  and  falls  and  the  elderly.  Research  that 
we  did  showed  that,  contrary  to  what  most  people  think,  you  only 
break  your  hip  if  you  fall  right  on  it.  That  was  research  that  we 
sponsored  at  Harvard  University.  What  that  suggests  is  that  for 
older  people  you  can  now  pad  their  hips,  you  can  put  an  absorbent 
pad  inside  underwear  so  that  when  they  fall  they  don't  have  to 
break  their  hip.  And  if  you  think  it's  not  serious,  more  than  half 
of  all  the  older  people  who  break  their  hip  within  a  year  are  dead. 
There  is  a  downward  spiral.  What  that  research  suggested  is  that 
we  can  put  pads  there  and  we  could  make  floors  softer  so  that 
when  elderly  people  fall  the  floor  can  give  way  rather  than  their 
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hip.  It  is  a  brilliant  intervention  but  it  really  just  came  from  under- 
standing the  problem. 

Interventions  that  are  based  on  the  research  offer  a  chance  to 
change  the  whole  way  we  look  at  some  of  these  injury  problems. 
Spinal  cord  injuries,  traumatic  brain  injuries,  the  same. 

Mr.  PORTER.  Thank  you,  Mr.  Stokes.  Mr.  Hoyer. 

POLIO  ERADICATION 

Mr.  Hoyer.  In  polio  eradication,  which  we  talked  about  earlier, 
you  indicate  that  you've  got  a  partnership  with  the  World  Health 
Organization,  Rotary  obviously  is  putting  a  gargantuan  amount  of 
money  for  a  private  association.  Obviously,  the  elimination  of  polio 
in  this  century  or  early  in  the  next  century  will  have  tremendous 
global  impacts.  What  contribution  are  other  nations  making  to  our 
effort? 

Dr.  Satcher.  I  think  it  has  been  a  global  strategy.  We  have  had 
a  lot  of  targeted  efforts  in  countries.  China,  for  example,  I  don't 
know  if  you  saw  the  chart 

Mr.  Hoyer.  I  did  not.  I  came  in  late.  I  noted  all  your  charts  were 
listed  here.  I  read  your  whole  testimony  and  all  the  charts  were 
listed  and  I  was  expecting  to  turn  to  the  last  page  and  see  all  the 
charts. 

Dr.  Satcher.  That's  probably  my  fault  in  terms  of  the  way  I  did 
the  opening  statement.  But  those  colors  are  important,  the  green 
color  means  that  there  has  not  been  a  polio  case  in  that  country, 
the  red  means  that  it  has  more  than  10  cases  reported.  Let's  look 
at  China  in  1988  and  compare  that  with  1994,  or  you  look  at  the 
Western  Hemisphere  that  is  now  completely  green  in  1994  because 
there  have  been  no  cases  of  polio  in  the  Western  Hemisphere  since 
1991.  In  all  of  these  instances,  the  country  where  the  immunization 
program  took  place  invested  in  it  depending  on  their  resources. 
Then  the  World  Health  Organization,  in  conjunction  with  CDC, 
contributed  to  the  laboratory  backup.  CDC  has  supported  the  whole 
program  because  we  have  the  laboratory  to  do  that;  we  have  the 
technicians  and  the  scientists  to  do  that.  But  those  colors  show  the 
impact  that  we're  having  throughout  the  world.  Now,  we  are  pri- 
marily concerned  with  Sub-Saharan  Africa  and  Southeast  Asia. 
That's  why  we  believe  we  can  eliminate  polio  by  the  year  2000  be- 
cause we're  that  close. 

Mr.  Hoyer.  And  we're  getting  country  contributions? 

Dr.  Satcher.  Yes,  we're  getting  country  contributions. 

Mr.  HOYER.  Is  that  both  in  terms  of  in-kind  services,  the  re- 
search they're  doing  and  financial? 

Dr.  Satcher.  Right.  And  UNICEF.  We  have  not  mentioned  all 
of  the  contributors.  Rotary  obviously  has  disproportionately  contrib- 
uted, but  there  are  several  foundations  that  have  been  working 
very  closely  because  of  their  interest  in  the  health  of  children  in 
funding  programs  that  have  also  helped  in  this. 

LABORATORY  IMPROVEMENTS — SWING  SPACE 

Mr.  Hoyer.  Last  question,  quick  question  because  I  imagine  my 
four  minutes  is  almost  up.  You  indicate  you  have  the  labs  that  are 
35  years-plus  in  age  deteriorating  and  adversely  affecting  employ- 
ees. You  are  asking  for  I  believe  $4  million. 
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Dr.  Satcher.  Well,  the  $4  million  is  to  develop  a  swing  space 
laboratory  of  I  think  15,000  square  feet  so  that  our  people  will  have 
somewhere  to  work  so  that  we  can  do  renovations  in  old  labora- 
tories. Now  at  the  same  time,  we're  in  the  process  of  building  a 
new  laboratory  and  you  have  made  that  possible  with  the  $47  mil- 
lion set  aside.  It  is  going  to  take  about  five  years  to  do  that.  In  the 
meantime,  we  need  to  have  safe  conditions  for  our  people  to  work 
in.  So  the  $4  million  helps  to  develop  the  swing  space  so  that  we 
can  continue  renovations  in  the  old  space. 

Mr.  Hoyer.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Hoyer.  Mr.  Miller. 

INJURY — DUPLICATION  OF  PROGRAMS 

Mr.  Miller.  This  is  a  continuation  of  my  questioning  earlier 
about  making  sure  we  don't  have  duplicative  programs.  I  men- 
tioned falls  and  I  mentioned  child  restraints  for  cars,  which  every- 
body obviously  wants  to  prevent  both  of  those.  The  question  is  the 
duplication.  Is  there  any  discussion  as  far  as,  well,  does  the  De- 
partment of  Labor  take  care  of  this  issue  or  does  the  Department 
of  Transportation  take  care  of  this  issue? 

Dr.  Satcher.  Yes,  definitely. 

Mr.  Miller.  How  do  they  coordinate  to  prevent  duplication  of  the 
falls  study,  which  is  worthwhile,  but  should  not  be  covered  by  some 
other  agency  of  the  Government? 

Dr.  Satcher.  I'll  let  Dr.  Rosenberg  answer  that  last  part  specifi- 
cally. But  there  is  one  thing  I  do  want  to  say.  When  I  arrived  at 
CDC  one  of  the  first  things  that  I  had  the  opportunity  to  do  was 
to  look  at  studies  that  dealt  with  that  question,  is  the  work  at  CDC 
duplicating  the  work  at  other  agencies.  The  General  Accounting  Of- 
fice had  done  a  study,  I  believe  the  Inspector  General  had  done  a 
study,  I  know  the  Institute  of  Medicine  looked  at  the  issue  of  vio- 
lence, and  in  every  case  they  concluded  that  the  work  of  CDC  was 
not  duplicating  the  work  of  other  agencies  in  these  areas. 

The  other  point  I  wanted  to  make  earlier  was  that  if  you  talk  to 
people  in  Transportation,  if  you  talk  to  people  in  Justice,  what  they 
will  say  is  how  important  the  work  at  CDC  is  to  them  because  it 
is  focused  on  prevention.  So  we  have  received  feedback  from  the 
Department  of  Justice  that  the  prevention  work  at  CDC  on  violence 
is  really  critical  to  their  work.  I  meant  to  mention  earlier  when  we 
talked  about  law  enforcement,  some  of  the  major  support  for  the 
work  of  the  Injury  Center  comes  from  law  enforcement  people  who 
talk  about  how  important  it  is  that  we  are  involved  in  prevention 
and  not  just  trying  to  deal  with  the  growing  problem  out  there  on 
the  street.  So  they  have  a  real  appreciation  for  the  prevention  em- 
phasis of  the  work  of  the  Injury  Center. 

INJURY — BUDGET 

Mr.  Miller.  That  is  a  relatively  small  budget  that  you  have  for 
that. 

Dr.  Satcher.  It  is,  yes. 

Mr.  Miller.  And  you  mentioned  5  percent  uses  one  area  and 
that's  not  a  very  large  amount  of  money.  How  do  you  establish  your 
priorities?  Riding  motor  cycles  is  very  dangerous.  If  you  talk  to 
emergency  room  doctors,  they  would  discourage  it.  I  meant  to  ask 
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the  head  of  the  Genome  Program  why  he  rides  a  motor  cycle  if  he's 
a  doctor.  I  mean,  I  think  you  would  recommend  against  it.  But  how 
do  you  establish  your  priorities?  How  do  you  decide  what  issues  to 
work  on.  With  $40  million  plus  you  can't  do  very  much.  I'm  not 
saying  I  want  to  give  you  more  money.  [Laughter.] 

Dr.  Rosenberg.  I  guess  if  you're  willing  to  give  us  a  lot  more 
money,  it  wouldn't  be  so  important  to  assure  that  there  is  no  dupli- 
cation. But  since  the  resources  are  so  limited  and  since  it  is  so  im- 
portant for  you  and  for  us  and  for  taxpayers  to  make  sure  that  dol- 
lars are  well  spent,  the  Institute  of  Medicine  said  in  1985  in  their 
report  "Injury  in  America"  that  we  need  a  central  coordinated  effort 
here  to  make  sure  that  our  resources  are  well  spent,  to  make  sure 
that  there  is  no  duplication,  and  to  make  sure  in  the  same  way 
that  there  are  not  big  gaps  that  no  agency,  that  no  department  is 
addressing.  They  said,  for  example,  for  cancer  we  have  a  National 
Cancer  Institute,  for  heart,  lung,  and  blood  disease  we  have  a  Na- 
tional Institute,  but  for  injury  control  we  don't  have  our  act  to- 
gether. They  said  let's  get  it  together,  let's  have  a  focal  point  for 
the  country  and  they  said  let's  put  that  at  CDC.  And  they  gave  us 
a  very  specific  charge — eliminate  duplication. 

We  take  that  very  seriously.  The  Secretary's  Advisory  Committee 
on  Injury  Prevention  and  Control  meets  three  times  a  year  and  it 
includes  people  from  the  Department  of  Transportation,  it  includes 
people  from  Justice,  from  Education,  from  Housing  and  Urban  De- 
velopment, from  the  Department  of  Defense,  as  well  as  from  pri- 
vate sectors,  the  American  Medical  Association  or  the  National 
Safe  Kids  Organization.  People  come  together  to  review  what 
they're  doing  to  make  sure  that  there  isn't  overlap.  We  also  work 
together  on  grant  announcements.  We  bring  in  people  from  Trans- 
portation and  Justice  to  review  our  grant  programs  to  make  sure 
that  we're  not  duplicating  what  they  do.  In  fact,  we  have  evolved 
Memoranda  of  Understanding  where  we  collaborate  with  six  or 
seven  different  departments  throughout  the  Government. 

Mr.  Miller.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Miller.  Mr.  Riggs. 

Mr.  RlGGS.  Mr.  Chairman,  in  the  interest  of  time,  I  am  going  to 
submit  my  remaining  questions  for  the  record. 

Mr.  Porter.  Ms.  Pelosi. 

Ms.  Pelosi.  Mr.  Chairman,  I  have  three  questions  but  first  I 
want  to  commend  this  panel.  Reading  your  testimony,  hearing  your 
answers  to  the  questions,  and  reviewing  your  resumes,  it  is  just 
great  that  people  of  your  calibre  would  be  willing  to  work  in  the 
public  sector.  I  think  the  President  is  to  be  commended  for  his  ex- 
cellent appointments  and  the  talent  that  you  have  been  able  to  at- 
tract. 

Dr.  Satcher.  Thank  you. 

INJURY — DOMESTIC  VIOLENCE  PREVENTION 

Ms.  Pelosi.  The  committee  has  provided  CDC  with  funding  for 
research  on  domestic  violence  identification  and  prevention.  Follow- 
ing up  on  some  of  your  other  comments  on  this,  can  you  tell  us  ac- 
tivities CDC  has  initiated  to  date  and  what  plans  are  included  in 
the  injury  control  line  item  for  domestic  violence  prevention  for 
1997. 
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Dr.  Rosenberg.  Sure.  We  have  a  five  part  program  looking  at 
domestic  violence.  Again,  the  focus  is  on  prevention.  The  first  part 
is  trying  to  better  understand  the  problem,  get  case  definitions  for 
domestic  violence  so  we  can  even  count  how  frequently  it  occurs 
and  describe  the  patterns;  the  second  part  is  to  look  at  causes  and 
risk  factors  for  why  it  happens;  the  third  part  is  to  look  at  what 
works  to  prevent  domestic  violence,  what  can  make  a  difference, 
and  are  the  programs  that  we're  currently  spending  for  working, 
are  they  effective;  the  fourth  is  to  look  at  how  we  implement  these 
with  communities  and  how  we  start  to  get  collaborative  programs 
with  the  domestic  violence  coalitions  that  are  out  there;  and  the 
fifth  part  is  more  effective  communications  to  increase  our  under- 
standing and  build  coalitions  among  the  people  working  in  the 
field. 

Some  of  the  things  that  we're  looking  at  are  striking.  In  Georgia 
we're  looking  at,  for  example,  does  a  program  with  a  police  depart- 
ment to  deal  with  batterers,  men  who  batter,  does  that  work  when 
it's  done  in  conjunction  with  a  community-based  organization.  In 
Minneapolis  we're  looking  at  whether  or  not  a  public  information 
campaign  can  make  a  difference.  In  other  places  we're  looking  at 
interventions  with  very  young  children.  So  there  are  programs  that 
are  out  there  currently  being  evaluated.  The  most  recent  funding 
that  we've  received  is  from  the  crime  bill  from  last  year's  funding 
and  that  money  we're  using  to  look  at  can  coordination  of  services, 
if  you  bring  together  hospitals,  health  care  workers,  domestic  vio- 
lence coalitions,  educators,  judges,  and  police,  and  public  health,  if 
you  coordinate  the  response  within  a  community,  can  that  lead  to 
prevention,  can  that  give  us  a  better  return  on  our  investment. 

BREAST  AND  CERVICAL  CANCER — PARTNERSHIPS 

Ms.  Pelosi.  I  appreciate  that.  I  was  so  pleased  that  when  Presi- 
dent Clinton  talks  about  health  care  he  includes  violence  as  part 
of  the  health  of  our  country.  I  am  so  pleased  to  hear  what  your  ini- 
tiatives are. 

I  was  concerned  about  the  breast  and  cervical  cancer  screening 
being  turned  into  a  block  grant.  I'm  abbreviating  my  question  in 
the  interest  of  time.  This  was  an  effective  initiative  appreciated  by 
those  who  needed  it,  the  people  who  were  affected  by  it,  and  it  got 
good  reviews.  Why  is  the  administration  proposing  to  turn  it  into 
a  block  grant? 

Dr.  Satcher.  It  is  not  an  easy  question.  I  think  we  are  all  strug- 
gling together  to  try  to  find  a  better  way  to  do  business  with  the 
State.  I  know  CDC  has  been  talking  with  the  Association  of  State 
and  Territorial  Health  Officials  and  States  for  a  while  now  to  say 
what  can  we  do  to  make  your  jobs  easier,  what  can  we  do  to  give 
you  more  flexibility,  what  can  we  do  to  give  you  more  autonomy. 
It  is  a  very  difficult  issue.  I  know  Congress  has  been  struggling 
with  that  same  issue.  I  think  what  the  President  is  trying  to  do  is 
to  propose  a  strategy  that  gives  the  States  more  flexibility,  more 
autonomy  and  yet  assures  that  there  is  Federal  oversight.  We  are 
working  very  closely  with  the  States  right  now,  for  example,  to  de- 
velop performance  measures  so  we  agree  up  front  what  is  the  out- 
come that  we're  going  to  look  at  at  the  end  of  this  program  or  at 
the  mid-point,  what  do  we  want  to  have  happen.  We  will  be  in  a 
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position  to  really  say  whether  a  program  is  working  and  the  States 
will  be  in  a  position,  based  on  their  own  particular  problems  and 
potentials,  to  develop  the  kinds  of  programs  that  work  best  for 
them. 

So  it  is  a  difficult  kind  of  transition  and  we  admit  that.  We  don't 
want  to  take  anything  away  from  a  program  that  is  working  quite 
well,  put  we  do  think  that  some  States  will  decide  to  divide  up  the 
chronic  disease  pie  differently  based  on  their  particular  problem. 

EMERGING  INFECTIOUS  DISEASES 

Ms.  Pelosi.  Suffice  it  to  say  that  there  are  many  members  of  this 
panel  who  have  worked  very  hard  for  the  increased  funding  for 
breast  and  cervical  cancer  screening.  Our  Chairman  has  been  coop- 
erative with  us  and  our  previous  chairmen  have  as  well,  so  we  will 
be  watching  very  closely  to  see  how  things  go. 

Can  you  tell  us  how  the  $45  million  incremental  implementation 
of  CDC's  national  strategy  for  addressing  emerging  infectious  dis- 
eases will  be  used? 

Dr.  Satcher.  Yes.  That's  a  very  important  program.  I  can  tell 
you  what  we  have  done  already,  and  Dr.  Berkelman  should  com- 
ment on  this  too  because  I  think  the  National  Center  for  Infectious 
Diseases  has  really  gone  out  in  front  on  this  problem.  It  responded 
very  early  to  the  Institute  of  Medicine's  report  in  1992  and  by  1994 
had  a  very  comprehensive  plan  for  addressing  emerging  infections 
that  had  four  very  good  components.  It  is  not  just  a  plan,  they  have 
already  begun  to  implement  that. 

There  are  now  four  emerging  infectious  disease  centers  in  this 
country  and  we  would  like  to  add  three  more  to  that.  I  guess  there 
are  about  10  States  that  we're  working  with  in  terms  of  improving 
their  capacity  to  do  surveillance  for  new  infectious  diseases,  some 
very  innovative  strategies.  We  would  like  to  get  that  up  to  at  least 
30  States.  We  have  allowed,  for  example,  the  public  health  labora- 
tories in  this  country  to  deteriorate  and  we're  at  great  risk  because 
we  have  allowed  them  to  deteriorate.  CDC  is  using  this  funding  to 
work  very  closely  with  the  States  and  local  Governments  to  try  to 
improve  that.  But  I  would  like  for  Dr.  Berkelman  to  comment  on 
some  of  the  specific  strategies. 

Ms.  Pelosi.  And  she  might  add  any  international  aspect  to  it  as 
well. 

Dr.  Berkelman.  So  far  we  have  primarily  focused  on  domestic  is- 
sues, but  we  also  recognize  that  this  is  a  global  issue.  There  are 
no  borders  for  these  diseases.  The  Emerging  Infections  Programs 
that  were  mentioned  in  four  States  are  very  important.  We're  using 
them  right  now  to  monitor  the  potential  occurrence  of  the  variants 
of  Creutzfeld-Jakob  disease  that  was  discovered  in  the  United 
Kingdom.  These  programs  are  proving  very  effective  and  we  need 
more  of  them.  Our  surveillance  is  only  as  good  as  the  State  and 
local  health  departments  and  when  they  are  unable  to  do  surveil- 
lance for  new  infections  like  E.coli  ol57  or  Cryptosporidium  or  drug 
resistant  infections  we  also  have  trouble  detecting  these  problems. 
So  we  do  really  want  to  get  States  infrastructure  supported. 

We  are  also  trying  to  train  the  next  generation  of  public  health 
laboratorians.  This  is  a  program  we've  started  again  this  year.  It 
had  been  dropped  in  the  early  1980s  and  we're  initiating  it.  We  had 


180 

a  lot  of  laboratorians  trained  at  CDC,  for  example  in  the  1950s  and 
1960s,  who  now  have  retired  or  are  retiring  soon.  We  need  another 
generation  to  replace  them. 

In  the  international  context,  we  are  working  with  the  World 
Health  Organization  and  looking  to  assist  networks  of  surveillance 
around  the  world,  including  ones  monitoring  antimicrobial  resist- 
ance. 

Ms.  Pelosi.  Thank  you  very  much.  Thank  you  all  for  your  testi- 
mony and  for  your  excellent  work.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Ms.  Pelosi.  There's  two  minutes  left  in 
this  vote.  We  will  have  additional  questions  for  the  record.  Let  me 
thank  you,  Dr.  Satcher,  and  your  team.  Your  testimony  was  excel- 
lent and  we  appreciate  the  fine  job  that  you're  doing  at  CDC. 
Thank  you. 

Dr.  Satcher.  Thank  you,  Mr.  Chairman,  very  much. 

Mr.  Porter.  We  stand  in  recess  until  2:00  p.m. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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TUBERCULOSIS 

Mr.  Porter:   How  does  the  CDC  plan  to  utilize  the  funds  it  has  received  this 
year  for  tuberculosis? 

Dr.  Satcher:   The  majority  of  tuberculosis  funds  this  year  will  again  provide 
financial  assistance  to  state  and  local  health  department  tuberculosis  control 
programs  to  continue  improving  the  completion  of  therapy  rates  for  those  diagnosed 
with  active  disease.   This  strategy,  which  is  achieved  primarily  through 
employment  of  outreach  workers  who  administer  directly  observed  therapy,  is  now 
proving  to  be  effective  with  a  third  consecutive  annual  national  decline  in  reported 
active  cases  (22,813  cases  reported  in  1995  versus  24,361  in  1994  and  25,287  in 
1993,  respectively).   As  a  next  priority,  some  health  departments  also  use  a  portion 
of  these  funds  to  conduct  targeted  screening  for  TB  infection  and  administering 
preventive  therapy  to  prevent  development  of  active  disease.   Persons  targeted  for 
TB  screening  are  those  at  higher  risk  and  include  close  contacts  of  known  TB  cases, 
those  who  are  HIV  infected,  persons  in  congregative  settings  such  as  hospitals  or 
prisons,  and  U.S.  immigrants  coming  from  countries  with  high  rates  of 
tuberculosis. 

Funding  is  also  being  used  to  conduct  research  to  develop  new  and  effective 
diagnostic  tests  and  treatments  for  TB,  to  enhance  laboratory  capabilities,  and  to 
increase  collaborative  international  research.   Furthermore,  funds  are  earmarked  to 
provide  the  latest  information  to  the  general  population  as  well  as  health  care 
workers  on  prevention  and  control  of  TB.   Of  equal  importance,  funds  also  support 
the  technical  guidance  that  CDC  provides  to  the  health  departments  and  the 
evaluation  of  effectiveness  of  program  activities  conducted  in  the  states. 

Mr.  Porter:   Why  is  the  CDC  proposing  placing  the  TB  program  in  a  block 
grant,  especially  considering  the  increase  in  tuberculosis  that  occurred  during  the 
last  experiment  with  block  grants? 

Dr.  Satcher:   These  are  not  the  old  traditional  block  grants,  instead  PPGs 
provide  agreements  between  HHS  and  a  state  to  work  towards  achieving  specific 
health  status  improvements  over  a  multi-year  period.   States  will  identify  health 
objectives,  determine  how  to  achieve  results,  and  gather  and  report  data  on  the 
objectives.   Based  on  program  experience,  CDC  prefers  a  funding  mechanism 
which  streamlines  the  grant  process,  allows  states  the  flexibility  to  address  their 
unique  problems,  but  ensures  a  categorical  program  effort  with  accountability  and 
methods  to  measure  effectiveness.  The  CDC  is  striving  to  incorporate  these 
characteristics  into  the  current  TB  prevention  and  control  cooperative  agreements 
with  state  and  local  health  departments. 

VACCINES  FOR  CHILDREN 

Mr.  Porter:   Secondly,  it  has  been  alleged  that  States  have  used  strategies, 
including  trust  funds  financed  by  insurers  and  others,  that  would  allow  them  to 
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purchase  unlimited  amounts  of  vaccine  through  the  VFC  program,  and  in  some 
cases  even  make  a  profit.   What  steps  are  you  taking  to  prevent  such  actions? 

Dr.  Satcher:   States  are  not  allowed  to  order  unlimited  amounts  of  vaccine 
through  the  VFC  program.   States  are  only  allowed  to  purchase  enough  vaccine  to 
cover  their  estimated  VFC-eligible  population.  Population  estimates  are  compared 
to  available  population  data  sources,  such  as  Medicaid  enrollment,  census  data  and 
insurance  industry  data.   Vaccine  orders  are  monitored  through  the  VACMAN 
ordering  system.   In  addition,  States/Projects  are  only  awarded  vaccine  grant 
funding  sufficient  to  meet  their  estimated  need. 

Some  States  are  providing  vaccines  using  State  resources  to  private 
providers  for  State  vaccine-eligible  children,  as  allowed  by  OBRA  93.   These  States 
are  referred  to  as  universal  purchase  States.   CDC  has  no  evidence  that  universal 
purchase  States,  or  any  other  States,  are  making  a  profit  on  VFC  vaccine. 

Mr.  Porter:   Over  the  next  few  years,  it  is  anticipated  that  a  number  of  new 
vaccines  will  be  approved  for  use.  Do  you  have  outyear  projections  of  the  cost  of 
the  VFC  program,  which  will  be  required  to  purchase  all  these  newly  approved 
vaccines? 

Dr.  Satcher:   CDC's  total  projections  of  the  cost  of  the  VFC  program  is  as 
follows: 

Fiscal  Year  1997  $524  million 

Fiscal  Year  1998  $556  million 

Fiscal  Year  1999  $590  million 

Fiscal  Year  2000  $621  million 

Over  four  years,  these  program  increases  reflect  anticipated  new  vaccines  and 
changes  in  the  Advisory  Committee  on  Immunization  Practices  (ACIP) 
recommendations. 

Mr.  Porter:   Some  in  the  pharmaceutical  industry  voice  the  fear  that  the 
vaccine  price  levels  enforced  by  the  VFC  program  will  constrain  their  ability  to 
support  research  for  new  vaccines.   Have  you  met  with  the  manufacturers  to 
attempt  to  assess  what  impact  the  VFC  program  is  having  on  their  willingness  to 
support  future  research  and  development? 

Dr.  Satcher:   Without  critical  data  on  vaccine  manufacturers'  research  and 
development  activities,  including  costs,  an  independent  qualitative  assessment  of  the 
effect  of  OBRA  93  on  the  companies  can  not  be  made.   The  Assistant  Secretary  for 
Health  has  contacted  vaccine  manufacturers  about  obtaining  essential  information 
about  manufacturers'  research  and  development  activities.   The  Assistant  Secretary 
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wrote  to  the  manufacturers  and  offered  to  work  with  them  to  determine  a  method  by 
which  data  could  be  shared  to  fairly  assess  the  impact  of  current  vaccine  purchase 
practices  on  vaccine  research  and  development  efforts.   After  sending  this  request, 
the  Assistant  Secretary  called  each  manufacturer  to  further  explore  this  matter. 
However,  no  access  to  essential  information  was  provided. 

It  is  important  to  note  that  vaccine  manufacturers  are  free  to  negotiate  prices 
without  a  price  cap  on  vaccines  introduced  after  May  1993  (DTP/Hib,  Hepatitis  A, 
Varicella,  and  Hepatitis  B-Adolescent)  and  also  to  negotiate  the  maximum  amounts 
to  be  purchased  off  federal  vaccine  contracts.   Thus,  companies  can  factor  in 
research  and  development  costs  in  these  negotiations. 

Mr.  Porter:   There  has  been  some  confusion  about  the  1997  funding  levels 
for  the  VFC  program,  with  HCFA  presenting  one  set  of  numbers  and  CDC 
another.   What  is  your  best  estimate  of  the  VFC  program  level  for  fiscal  years 
1995-97? 

Dr.  Satcher:   CDC's  most  recent  estimate  of  the  VFC  program  level  for 
fiscal  years  1995-97  is  as  follows: 

Fiscal  Year  1995  (actual)     $266  million 

Fiscal  Year  1996  (estimate)  $410  million 

Fiscal  Year  1997  (estimate)  $524  million 

The  FY  1996  and  FY  1997  estimates  may  not  reflect  final  program  costs. 
For  example,  projecting  6  months'  actual  FY  1996  expenditures,  the  total  FY  1996 
program  costs  would  be  about  $290  million. 

The  increase  in  the  VFC  program  does  not  represent  increased  awards  for 
distribution,  ordering  or  operations,  rather  vaccine  purchase.   The  increase  results 
from  phased  implementation  of  existing  vaccines,  assumed  licensure  of  new 
vaccines,  and  price  increases  of  the  vaccines. 

HTV/AIDS 

Mr.  Porter:   The  panel  headed  by  Arnold  Levine  which  reviewed  the  NTH 
AIDS  research  effort  recommended  that  NTH  strengthen  its  AIDS  prevention 
research  portfolio,  particularly  in  the  behavioral  science  area.   How  do  the  NTH 
efforts  mesh  with  your  proposed  expansion  of  CDC  AIDS  behavioral  research? 

Dr.  Satcher:   The  Centers  for  Disease  Control  and  Prevention  (CDC)  is  the 
Federal  agency  responsible  for  disease  prevention  and  health  promotion  in  the 
United  States.  Our  approach  to  HIV  prevention  is  different  from  the  approaches 
used  by  NTH  or  other  Federal  agencies  involved  in  AIDS-related  work.  The  NTH 
and  CDC  efforts  are  coordinated,  but  are  not  duplicative.    Rather  than  relying 
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primarily  on  individual  grants  to  academic  institutions,  CDC  accomplishes  its 
mission  through  collaborative  partnerships  with  State  and  local  health  departments; 
national-level  and  community-based  organizations,  school  systems,  education 
departments,  and  research  institutions;   community  planning  groups;  governmental 
agencies  at  all  levels;  and  other  organizations  and  individuals  concerned  with 
halting  the  HIV  threat  to  the  nation's  health  and  overall  well-being.   CDC 
behavioral  and  biomedical  scientists  actively  work  together  with  our  State  and  local 
partners  to  design,  implement,  and  evaluate  a  broad  range  of  HTV  risk-reduction 
programs  and  activities.   CDC's  collaborative  partnership  approach  helps  ensure 
that  the  findings  of  HIV  behavioral  science  research  (including  that  financed  by 
NIH)  becomes  fully  integrated  into  public  health  programs  throughout  the  United 
States. 

In  the  future,  CDC  plans  to  continue  this  collaborative  approach  as  we  work 
with  our  network  of  State  and  local  HTV  prevention  partners.   Rather  than 
attempting  to  mandate  a  "one-size-fits-alT  type  of  HTV  prevention  approach  in  all 
parts  of  the  country,  CDC  recognizes  that  State  and  local  HTV  prevention  programs 
need  to  know  which  behavioral  interventions  will  be  acceptable,  useful,  and  cost- 
effective  in  meeting  the  needs  of  local  constituents.  This  meshes  well  with  the 
primary  NIH  grant  support  of  academic  research.   In  both  systems,  behavioral 
science  helps  to  create,  implement,  and  evaluate  locally  appropriate  HTV  prevention 
strategies. 

Mr.  Porter:  We  have  been  approached  during  the  past  year  by  groups  who 
disapprove  of  some  of  the  grantees  you  have  selected  to  conduct  AIDS  education 
activities.   Can  you  review  for  us  the  CDC  grant  guidelines  for  use  of  Federal 
Funds  with  regard  to  promoting  homosexuality  and  sexual  activity  among  minors? 

Dr.  Satcher:  Cooperative  agreements  are  awarded  through  a  competitive 
process  in  which  all  eligible  applications  are  reviewed  by  an  objective  review  panel. 
Grantees  are  selected  based  on  explicit,  published  criteria  and  consistent  with  their 
organizational  abilities  to  provide  needed  research,  surveillance  or  prevention 
services. 

CDC  has  established  requirements  for  local,  state,  and  national  organizations 
which  use  CDC  funds  to  prepare  or  distribute  HIV  prevention  and  education 
materials.  Each  Program  Announcement  that  includes  HTV/ AIDS  activities  states 
that  recipients  must  comply  with  the  document  entitled  "Content  of  AIDS-Related 
Written  Materials,  Pictorials,  Audiovisuals,  Questionnaires,  Survey  Instruments, 
and  Educational  Session  (Federal  Register,  June  1992).  The  Basic  Principles  section 
of  the  AIDS  Content  Guidelines  emphasizes  the  range  of  prevention  messages 
which  must  be  presented  in  these  materials,  including  postponement  of  sexual 
activity  for  young  people  and  mutual  monogamy  with  an  uninfected  partner  for 
sexually  active  adults.  These  Guidelines  directly  follow  the  guidance  provided  by 
Congress  in  Section  2500  of  the  Public  Health  Service  ACT  that  includes  guidance 
that  AIDS  messages  should  not  be  "...designed  to  promote  or  encourage,  directly, 
homosexual  or  heterosexual  activity  or  intravenous  substance  abuse;  should  provide 
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accurate  information  to  reduce  risk;  and  should  not  be  obscene." 

In  addition,  CDC's  policy  is  that  HTV  prevention  and  health  education 
policies,  programs,  materials,  and  presenters  implemented  at  the  local  level  be 
locally  determined  and  consistent  with  community  values. 

TUBERCULOSIS 

Mr.  Porter:   After  peaking  in  1992,  TB  cases  have  dropped  each  following 
year.   The  unexpected  increase  in  TB  at  that  time  has  been  attributed  to  a  falloff  in 
Federal  support  for  TB  public  health  activities.   In  order  to  avoid  another  rise  in 
rates,  will  it  be  necessary  to  continue  investing  in  TB  programs  at  the  current  level 
of  about  $120  million  for  the  foreseeable  future? 

Dr.  Satcher:  Three  consecutive  years  of  decline  in  the  number  of  reported 
active  TB  cases  is  very  good  news.  However,  20  states  in  1995  reported  either  no 
change  or  an  increase  in  the  number  of  active  TB  cases.  Additionally,  the  number 
of  reported  cases  in  1995  is  still  higher  than  the  number  reported  in  1985,  and  much 
more  remains  to  be  done  if  we  are  going  to  achieve  the  Healthy  People  2000 
Objectives  or  the  elimination  objective.  The  current  level  of  funding  and  program 
effort  must  be  maintained. 

Targeted  screening  and  other  TB  prevention  efforts  are  proven  effective 
methods  to  control  TB.   There  is  a  growing  proportion  of  foreign-born  persons 
reported  with  TB  in  the  United  States;  36  percent  of  all  reported  TB  cases  in  1995 
were  foreign-born.   States  receiving  large  numbers  of  immigrants  from  countries 
with  high  rates  of  tuberculosis  should  be  increasing  their  TB  screening  and 
preventive  therapy  efforts  among  this  population.  We  also  need  to  continue  and 
enhance  the  collaborations  and  cooperation  with  our  international  partners.   The 
challenge  is  to  refrain  from  declaring  victory  after  three  consecutive  years  of 
declining  reported  TB.   It  is  imperative  that  we  at  least  sustain  the  current  level  of 
support  and  remain  vigilant  to  ensure  continuation  of  the  current  downward  trend 
and  achieve  the  ultimate  goal  of  eliminating  TB  from  the  United  States. 

VIOLENCE  AGAINST  WOMEN 

Mr.  Porter:   What  are  your  plans  for  spending  the  violence  against  women 
funding  provided  to  CDC  through  the  crime  bill  trust  fund?  Will  the  largest  share 
of  this  funding  -  $28  million  for  rape  prevention  and  education  -  be  allocated  to 
States  in  the  same  manner  as  the  preventive  health  services  block  grant? 

Dr.  Satcher:  We  are  issuing  supplemental  grant  awards  to  State  Health 
Agencies  for  rape  prevention  and  education  as  soon  as  we  receive  their  applications 
for  the  funds.   Awards  to  States  from  the  $28  million  appropriated  for  this  purpose 
will  be  based  on  the  population  of  the  State,  as  the  legislation  requires.   We 
anticipate  that  the  funds  will  be  used  for  rape  crisis  centers,  prevention  education 
for  adolescents,  improved  reporting  and  surveillance  of  rape  and  attempted  rape, 
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and  Statewide  coordination  of  rape  prevention  efforts.   We  plan  to  make  the 
majority  of  awards  by  July. 

Mr.  Porter:   Are  the  community  demonstrations  and  the  crime  victim  study 
one-time  costs  or  ongoing  programs? 

Dr.  Satcher:   The  Community  Programs  on  Domestic  Violence  are  currently 
authorized  for  fiscal  year  1996  ($4  million)  and  for  fiscal  year  1997  ($6  million). 
The  crime  victim  study  on  the  number  and  cost  of  injuries  resulting  from  domestic 
violence  was  a  one-time  expenditure,  for  fiscal  year  1996  ($100,000).   In  FY  1996, 
$3.1  million  was  appropriated  for  these  activities. 

NHANES 

Mr.  Porter:  Your  budget  requests  an  $11  million  increase  for  the  National 
Center  for  Health  Statistics  to  conduct  the  National  Health  and  Nutrition 
Examination  Survey.   Can  you  describe  how  that  survey  and  the  other  surveys 
conducted  by  the  National  Center  have  been  modified  as  a  result  of  the 
Department's  reexamination  of  all  of  its  surveys?  Will  your  surveys  be  more 
closely  linked  to  those  of  the  Agency  for  Health  Care  Policy  and  Research  than 
before? 

Dr.  Satcher:  HHS  has  undertaken  a  major  planning  effort  to  restructure  its 
health  surveys  in  an  effort  to  fill  major  data  gaps,  improve  analytic  utility,  and 
create  greater  operational  efficiencies.   The  product  of  this  effort  is  the  HHS  Survey 
Integration  Plan.  The  National  Center  for  Health  Statistics  (NCHS)  has  a  strong 
leadership  role  in  the  development  and  implementation  of  this  plan,  in  partnership 
with  the  Agency  for  Health  Care  Policy  and  Research  (AHCPR)  and  other  HHS 
agencies.   The  Integration  Plan  will  have  a  significant  impact  on  planning  for 
virtually  all  NCHS  programs  over  the  next  several  years. 

This  plan  addresses  a  range  of  linkages,  streamlining,  and  consolidation 
approaches  including  1)  integration  of  survey  samples;  2)  coordination  of 
questionnaires  to  reduce  overlap  and  increase  analytic  capabitity;  and  3) 
consolidation  of  field  operations  for  surveys  of  employers  and  health  providers. 

Major  elements  of  the  plan  include: 

•  Redesigning  and  automating  the  National  Health  Interview  Survey  (NHIS)  to 
serve  as  the  sampling  "nucleus"  for  HHS  population  surveys. 

•  Implementing  an  ongoing,  longitudinal  panel  survey  on  insurance  and 
expenditures  -  the  National  Medical  Expenditures  Panel  Survey  (NMEPS), 
which  will  replace  the  periodic  National  Medical  Expenditures  Survey.   This 
survey  is  conducted  by  AHCPR,  and  is  cosponsored  by  NCHS. 

•  Redesigning  the  National  Health  and  Nutrition  Examination  Survey 
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(NHANES)  as  a  continuous  survey,  and  examining  the  use  of  the  NHIS  as 
its  sampling  frame  for  its  next  cycle,  proposed  to  begin  in  1998. 

•  Consolidating  HHS"  surveys  of  employers  so  that  the  National  Employer 
Health  Insurance  Survey  (conducted  in  1994/5  by  NCHS  in  collaboration 
with  AHCPR  and  the  Health  Care  Financing  Administration  (HCFA))  and 
the  insurance  follow-up  component  to  the  expenditure  survey  (NMEPS)  are 
jointly  fielded. 

•  Implementing  joint  field  operations  and  common  core  questionnaires  for 
HHS'  major  surveys  of  health  care  providers.  A  first  step  is  being  taken 
with  a  new  approach  to  collecting  data  on  nursing  home  and  related  care, 
building  on  NCHS'  National  Nursing  Home  Survey,  AHCPR' s  National 
Nursing  Home  Expenditure  Survey,  and  HCFA's  Medicare  Current 
Beneficiary  Survey. 

Once  fully  implemented,  this  survey  framework  will  provide  researchers 
with  access  to  detailed,  continuous  data  on  health  status,  medical  expenditures, 
employer-provided  health  insurance,  and  characteristics  of  the  health  care  system. 
With  greater  comparability  and  linkages  between  data  sets,  the  analytic  potential  of 
individual  data  sets  should  be  greatly  improved. 

Significant  progress  has  been  made  to  date  in  implementation,  most 
importantly  in  the  NHIS-NMEPS  linkage.   Extraordinary  efforts  in  1995  not  only 
established  an  overall  conceptual  framework,  but  solved  difficult  technical  and 
operational  issues.   Detailed  privacy  and  data  sharing  agreements  were  executed, 
and  data  processing  of  the  NHIS  was  expedited  to  provide  sample  for  the  NMEPS 
to  AHCPR  in  a  timely  manner. 

Mr.  Porter:   Will  you  realize  any  cost  savings  as  a  result  of  this  re-tooling 
of  HHS  data  collection  efforts? 

Dr.  Satcher:   The  survey  integration  plan  provides  a  more  efficient 
framework  within  which  long  standing  data  needs  can  be  met  with  minimum 
additional  investment.   For  example,  using  the  National  Health  Interview  Survey  of 
CDC/NCHS  as  the  sampling  frame  for  AHCPR' s  National  Medical  Expenditures 
Panel  Survey  has  already  eliminated  the  need  for  a  separate  costly  round  of 
screening  interviews.   These  savings  are  now  being  invested  in  critical  efforts  to 
obtain  longitudinal  (follow-up)  data  on  this  sample  to  determine  changes  in 
insurance  and  expenditure  patterns.   Similar  efficiencies  in  other  areas  will  allow 
additional  data  gaps  to  be  filled  and  analytic  utility  to  be  increased. 

CHRONIC  DISEASE  PERFORMANCE  PARTNERSHIP  GRANT 

Mr.  Porter:   Last  year,  many  were  concerned  that  your  proposed  chronic 
disease  performance  partnership  grant  did  not  take  into  account  the  fact  that  many 
of  the  programs  being  consolidated  were  not  operated  in  each  State,  so  that  formula 
funding  would  diminish  the  level  of  effort  in  States  that  did  have  ongoing 


188 


programs.  In  your  repeat  of  this  partnership  proposal  this  year,  have  you  dealt  with 
this  problem? 

Dr.  Satcher:   There  will  be  states,  which  currently  receive  minimal  federal 
support  for  chronic  disease  and  disability  prevention  programs,  that  will  ultimately 
receive  larger  awards  under  performance  partnership  grants  (PPGs).   Conversely, 
some  states  which  currently  receive  support  from  most  or  all  of  the  current  grant 
programs  for  chronic  disease  and  disability  prevention,  may  receive  smaller  awards 
under  PPGs.   However,  the  PPG  proposal  is  designed  to  ensure  as  little  disruption 
in  state  funding  as  possible,  while  building  the  core  capacity  in  each  state  for 
chronic  disease  and  disability  prevention  programs.  Accordingly,  a  transition 
period  is  included  in  the  PPG  proposal,  during  which  each  state  will  receive  at  least 
90  percent  of  the  dollar  amount  it  received  the  previous  fiscal  year. 

Performance  partnership  grants  will  provide  every  state  support  for  a  core 
chronic  disease  and  disability  prevention  program.   Funding  through  performance 
partnerships  will  consolidate  six  discretionary  grant  programs:   tobacco,  breast  and 
cervical  cancer,  diabetes,  disabilities,  behavioral  risk  factor  surveillance,  and  cancer 
registries.   Currently,  fewer  than  half  of  the  states  receive  federal  support  for  the 
programs  being  folded  into  the  grant,  and  no  states  receive  federal  support  for  areas 
such  as  physical  activity  and  cardiovascular  disease. 

CHRONIC  FATIGUE  SYNDROME 

Mr.  Porter:   Can  you  describe  for  us  CDC's  current  surveillance  activities 
with  regard  to  chronic  fatigue  syndrome?  Have  you  conducted  studies  among 
children  and  adolescents  and  health  care  workers? 

Dr.  Satcher:  CDC's  CFS  program  has  the  following  objectives:  1)  to 
determine  if  CFS  is  a  discrete  entity,  as  opposed  to  a  nonspecific  condition 
produced  by  several  diseases;  2)  to  estimate  the  magnitude  of  the  problem  in  the 
United  States;  3)  to  define  the  clinical  course  and  natural  history  of  CFS  4)  to 
identify  risk  factors  and  diagnostic  markers;  5)  to  describe  pathogenic  mechanisms; 
and  6)  to  develop  control  strategies. 

CDC's  current  CFS  research  priorities  focus  on  surveillance,  cluster 
investigations,  and  case-control  studies.  In  1994,  CDC  shifted  all  surveillance 
efforts  to  community-based  population  surveys,  which  are  conducted  collaboratively 
with  patient-support  groups  and  local  public  health  agencies. 

CDC  continues  to  investigate  possible  infectious  causes  and  routes  of 
transmission.   This  work  includes  searching  for  evidence  of  past  and  current 
infection  with  various  agents.   CDC's  community-based  population  studies  of  CFS 
examine  household  occurrences  (clustering)  as  well  as  occupational  and  geographic 
occurrences  of  fatiguing  illness.   Case-control  studies  of  CFS  include  an  assessment 
of  information  regarding  risk  factors  for  infection  with  different  pathogens. 
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In  FY  1996,  data  on  chronic  fatiguing  illness  in  adolescents  will  be 
analyzed.   This  study  will  analyze  data  gathered  during  the  last  2  years  of  sentinel 
physician  surveillance  from  a  survey  of  school  nurses  in  Wichita,  Kansas,  and 
Reno,  Nevada,  and  from  the  San  Francisco  survey.   The  objective  of  this  analysis  is 
to  estimate  the  prevalence  of  CFS  in  adolescents  and  to  better  focus  and  plan  the 
component  of  the  Wichita  survey  that  will  include  adolescents. 

Mr.  Porter:   Will  community-based  studies  continue  to  be  used  to  determine 
the  prevalence  and  incidence  of  CFIDS? 

Dr.  Satcher:   CDC's  CFS  surveillance  activities  involve  community-based 
population  surveys  that  are  conducted  in  collaboration  with  local  health  departments 
and  with  various  CFS  patient-support  groups.   CDC  also  continues  to  conduct 
epidemiologic  investigations  of  clusters  of  possible  cases  as  requested  by  state 
public  health  authorities.   CDC  will  conduct  similar  investigations  as  warranted  in 
FY  1996. 

The  following  examples  are  studies/analyses  in  progress  or  planned: 

•  Data  analysis  of  cross-sectional  population-based  investigations  in 
San  Francisco 

•  Planning  of  cross-sectional  population-based  studies  in  Wichita, 
Kansas  (collaborating  with  state  health  department  and  CFS 
Association  of  America) 

•  Longitudinal  studies  of  clinical  course  of  CFS  in  Wichita,  Kansas; 
Grand  Rapids,  Michigan;  Atlanta,  Georgia;  and  Reno,  Nevada 

•  Analyzing  and  reporting  results  of  a  study  of  a  Persian  Gulf  War- 
related  illness  cluster  (based  on  investigations  in  Pennsylvania  and 
Florida) 

•  Analyzing  results  of  a  case-control  study  in  New  Jersey  in 
collaboration  with  the  New  Jersey  CFS  Research  Study  Center;  and 
collaborating  in  design  and  analysis  of  additional  case-control 
studies. 

MINE  SAFETY 

Mr.  Porter:   At  what  locations  is  the  mine  safety  research  conducted? 

Dr.  Satcher:   The  mine  safety  research  program  is  based  at  facilities  in 
Spokane,  Washington  and  Pittsburgh,  Pennsylvania. 

Mr.  Porter:    Would  your  proposal  involve  a  change  in  location  for  the 
agency  employees? 
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Dr.  Satcher:  No,  the  mine  safety  program  would  continue  to  be  based  in 
Spokane  and  Pittsburgh. 

Mr.  Porter:  Do  you  envision  an  integration  of  the  mine  safety  employees 
into  NIOSH  activities  or  would  you  expect  the  agency  to  remain  a  separate  entity? 

Dr.  Satcher:  Yes,  the  mine  safety  program  and  its  employees  would  be 
integrated  into  NIOSH  activities.   This  process  has  already  begun  with  initial 
briefings  between  NIOSH  and  mine  safety  staff  in  April.   The  opportunity  to 
consolidate  the  only  two  federal  programs  charged  with  occupational  safety  and 
health  research  within  one  agency  is  a  major  strength  of  the  proposal,  particularly 
given  the  longstanding  involvement  of  both  NIOSH  and  the  mine  safety  program  in 
mine  safety  and  health  research.   The  mine  safety  research  functions  would 
continue  to  have  a  separate  budget  line  item.  However,  to  optimize  mine  safety  and 
health  research  throughout  NIOSH,  we  would  appoint  an  Associate  Director  for 
Mining  to  supervise  the  new  facilities  and  employees  and  coordinate  mining 
research  across  the  Institute. 

NIOSH 

Mr.  Porter:   Your  NIOSH  budget  includes  $36  million  and  303  FTE  to 
support  the  new  research  facility  in  West  Virginia.  CDC's  FTE  allocation  has  not 
increased  since  1995,  so  presumably  the  FTE  for  the  new  facility  came  from 
elsewhere  in  the  agency.   Where  were  FTE  reductions  made  to  accommodate  the 
West  Virginia  facility? 

Dr.  Satcher:  CDC's  FTE  allocation  for  FY  1995  included  117  FTE  for  the 
new  research  facility  in  West  Virginia.   Although  CDC's  total  FTE  allocations 
continue  to  decrease  as  a  result  of  streamlining  actions,  those  decreases  are  net 
decreases  after  providing  increases  for  NIOSH  of  100  in  FY  1996,  and  75  in  FY 
1997.   These  increases  bring  the  total  for  this  new  facility  to  303.   The  reductions 
required  by  the  CDC  streamlining  plan  were  applied  across  the  board  to  all  CDC 
activities  and  were  not  made  to  accommodate  the  West  Virginia  facility. 

Mr.  Porter:  The  Director  of  NIH's  Arthritis,  Musculoskeletal  and  Skin 
Diseases  Institute  testified  last  week  that  the  science  base  on  repetitive  motion 
injuries  is  not  adequate  for  the  Federal  government  to  promulgate  ergonomic 
standards.   Do  you  agree? 

Dr.  Satcher:  Dr.  Katz  has  clarified  that  his  answer  was  focussing  on 
research  needs  for  treatment  of  repetitive  motion  and  other  musculoskeletal 
disorders.   CDC  agrees  that  substantial  research  is  needed  to  improve  and 
standardize  treatment  and  rehabilitation  for  these  disorders.   But  CDC  and  NIH  also 
fully  agree  that  occupational  musculoskeletal  disorders  are  a  significant  problem. 
CDC  does  find  an  adequate  science  base  for  OSHA  to  initiate  rulemaking  for  an 
ergonomics  standard.   In  addition,  rulemaking  would  stimulate  the  submission  of 
valuable  information  for  improving  the  prevention  strategies  available  to  employers 
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and  their  workers. 


Musculoskeletal  disorders  of  the  neck,  upper  extremities,  and  low  back 
affect  employees  in  all  sectors  of  the  economy.   In  1994,  332,000  work-related 
musculoskeletal  disorders  due  to  repeated  trauma  were  reported  in  U.S. 
workplaces.  These  upper  extremity  disorders  (affecting  the  nerves,  muscles,  and 
tendons  of  the  neck,  shoulder,  elbow,  hand,  wrist,  and  fingers)  are  estimated  to 
cost  employers  at  least  two  billion  dollars  annually  in  workers'  compensation.   In 
1994,  back  disorders  accounted  for  one-in-four  disabling  work  injuries  in  the 
United  States,  costing  $13  billion  in  workers'  compensation.  Work-related 
musculoskeletal  disorders  are  among  the  most  widespread  and  costly  occupational 
health  problems. 

The  existing  epidemiological  data  and  other  scientific  studies  provide  strong 
support  for  the  work-relatedness  of  musculoskeletal  disorders.  Some  research 
studies  have  documented  the  success  of  employers  reducing  the  occurrence  of  work- 
related  musculoskeletal  disorders  through  ergonomic  programs.   These  programs 
include  measures  to  identify  high  risk  tasks,  reduce  excessive  exposures,  identify 
employees  with  work-related  musculoskeletal  problems,  and  establish  effective 
rehabilitation  and  medical  management  for  injured  workers.  Successful  ergonomic 
programs  are  reported  in  diverse  industries.  The  programs  reduce  health  problems 
and  increase  worker  productivity  resulting  in  measurable  cost  savings. 

Mr.  Porter:   I  would  think  that  a  number  of  industries  would  benefit  greatly 
from  the  research  that  NIOSH  does,  either  in  product  development  or  worker  safety 
programs.   Have  you  pursued  the  possibility  of  co-funding  some  of  your  studies 
with  the  industrial  partners  who  benefit  from  them? 

Dr.  Satcher:   Yes,  many  industries  have  benefitted  from  research  we  have 
conducted  to  prevent  illness  and  injury  in  the  workplace.   NIOSH  has  increasingly 
joined  in  collaborative  research  with  industrial  partners  such  as  the  General  Motors 
Corporation,  Ford  Motor  Company,  and  Corning  Incorporated.   Shortly,   NIOSH 
will  expand  its  coordination  and  partnerships  with  the  private  sector  to  implement 
the  new  National  Occupational  Research  Agenda  (NORA).   This  agenda,  which  was 
developed  with  extensive  involvement  of  the  private  sector,  is  especially  important 
as  downsizing  in  the  private  sector  further  limits  the  resources  invested  in 
occupational  safety  and  health  research  by  the  few  companies  that  invest  in  this 
research. 

However,  there  are  limits  to  the  opportunities  for  co-funding.   Many 
important  research  studies  in  occupational  safety  and  health,  like  those  undertaken 
elsewhere  in  CDC  or  at  NTH,  do  not  have  immediate  benefits  —  even  for  the  few 
companies  willing  and  able  to  invest  in  this  research.   The  identification  of  new 
workplace  problems  and  the  means  to  prevent  them  prove  ultimately  to  have  great 
public  health  and  economic  value,  but  these  are  often  long-term  returns  on  scientific 
investments.   Moreover,  many  research  studies  address  problems  of  small 
businesses  that  cannot  afford  to  support  research.   For  these  reasons,  few 
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companies  will  ever  invest  in  occupational  safety  and  health  research. 

Mr.  Porter:   A  1995  HHS  IG  report  indicated  that  the  NIOSH  Educational 
Resource  Centers  received  $21  million  in  non-NIOSH  funding  in  1993-4  compared 
to  $9  million  in  NIOSH  funds.   The  report  also  noted  that  52  %  of  NIOSH- 
supported  graduates  pursued  occupational  safety  and  health  careers  in  private 
organizations.   Do  these  findings  suggest  we  should  rethink  the  level  of  funding  we 
provide  to  these  training  centers? 

Dr.  Satcher:   The  Office  of  the  Inspector  General  (IG)  stated  that  these  and 
other  findings  of  the  report  indicate  this  is  a  successful  program.  Ninety-four 
percent  of  graduates  responding  to  the  IG's  survey  reported  they  had  been 
adequately  prepared  for  careers  in  occupational  safety  and  health.     Overall,  more 
than  80  percent  of  the  ERC  graduates  pursued  careers  in  occupational  safety  and 
health.   In  addition,  at  nine  of  the  14  ERCs,  more  than  90  percent  of  graduates 
pursued  careers  in  occupational  safety  and  health.  The  data  on  graduate  career 
placement  shows  the  program  is  about  equally  serving  the  needs  of  the  public  and 
private  sectors.   We  see  this  relatively  small  investment  as  providing  critical  core 
support  for  the  activities.  The  programs  are  doing  what  we  have  asked  —  to 
leverage  as  much  as  possible  of  this  small  investment  to  train  as  many  professionals 
as  possible,  given  the  continuing  shortage  of  professionals  in  the  field.  However, 
despite  the  success  of  ERCs  leveraging  NIOSH  resources  documented  by  the  IG 
report,  the  shortage  of  professionals  continues  to  be  a  problem. 

For  example,  studies  conducted  by  the  Institute  of  Medicine  have  found 
inadequate  numbers  in  this  professional  workforce.   There  are  only  approximately 
1 ,500  certified  occupational  physicians  in  the  United  States,  approximately  one 
physician  for  every  80,000  workers  and  40,000  retired  or  disabled  workers.  This  is 
estimated  to  constitute  one-third  to  one-half  of  the  actual  need.   Occupational 
medicine  is  one  of  the  few  specialty  areas  in  medicine  that  is  severely 
undersupplied.  These  continuing  shortages  indicate  that  either  the  ERCs  will  have 
to  become  even  more  successful  in  leveraging  NIOSH  funds  or  NIOSH  funding  will 
also  have  to  increase. 

PREVENTIVE  HEALTH  SERVICES  BLOCK  GRANT 

Mr.  Porter:  I  sometimes  think  that  the  Preventive  Health  Services  Block 
Grant  suffers  in  the  budget  competition  because  people  don't  have  a  clear  idea  of 
how  the  money  is  used.  What  are  the  major  programs  to  which  States  allocate  their 
preventive  health  block  grant  dollars? 

Dr.  Satcher:  The  principal  uses  of  the  Preventive  Health  and  Health 
Services  Block  Grant  are  cardiovascular  disease  prevention  and  control,  community 
health  education  and  health  promotion,  and  emergency  medical  services.   The  block 
grant  is  particularly  important  to  the  States  because  it  is  the  only  source  of  federal 
funding  for  efforts  aimed  at  the  nation's  leading  cause  of  death  -  cardiovascular 
diseases.  It  is  also  the  only  major  source  of  funding  for  community  health 
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education,  the  backbone  of  many  prevention  programs,  particularly  those  aimed  at 
chronic  disease  and  injury  prevention.  Finally,  it  is  the  only  source  of  federal  funds 
for  emergency  medical  services,  a  little  recognized  success  story  in  public  health. 
These  services  have  led  to  a  reduction  in  premature  mortality  through  widespread 
91 1  service  and  timely  response  to  emergencies.   The  Preventive  Health  and  Health 
Services  Block  Grant  is  the  ONLY  source  of  federal  funding  to  State  health 
agencies  for  these  programs. 

As  I  am  sure  you  are  aware  the  block  grant  was  cut  by  $13  million  in  FY 
1996.   CDC  estimates  that  the  impact  of  this  cut  is  a  loss  of  about  $200,000  per 
State  for  various  public  health  programs  and  a  loss  of  public  health  services  to 
about  250,000  citizens. 
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CANCER  REGISTRIES 

Mr.  Porter:    It  is  my  understanding  that  46  states  and  the  District  of 
Columbia  have  received  national  grants  to  either  start  or  improve  cancer  registries. 
Overall,  what  is  the  current  status  and  quality  of  states'  cancer  registry  data?  How 
up  to  date  are  they,  on  average?  How  useful  are  they? 

Dr.  Satcher:   The  National  Program  of  Cancer  Registries  (NPCR)  currently 
funds  42  States  and  the  District  of  Columbia.  Thirty-four  programs  are  funded  as 
enhancement  States,  while  9  States  have  been  funded  to  plan  and  implement  a 
registry.   Enhancement  States  are  funded  to  enhance  their  registries  by  meeting 
standards  of  completeness,  timeliness,  and  data  quality. 

As  of  October  1995,  32  of  the  34  programs  reported  to  the  Centers  for 
Disease  Control  and  Prevention  (CDC)  that  they  had  cancer  incidence  rates 
available  on  a  statewide  basis.   Data  that  are  recent  and  complete  are  the  most 
useful  data  for  cancer  control  activities,  including  monitoring  trends  in  cancer 
incidence  and  mortality,  program  planning  and  evaluation,  prioritizing  resources, 
and  providing  a  basis  for  population-based  epidemiologic  research.   NPCR  requires 
funded  States  to  have  data  available  for  use  12  months  after  the  close  of  the 
diagnosis  year.   In  the  past,  States  have  not  met  this  goal.  CDC  is  working  with 
States  and  providing  the  resources  to  allow  them  to  achieve  this  goal. 

Mr.  Porter:  In  terms  of  building  upon  the  National  Program  of  Cancer 
Registries  foundation,  what  measures  would  advance  State  cancer  registries  as 
critical  components  of  a  national  cancer  prevention  and  control  strategy? 

Dr.  Satcher:    CDC  has  identified  a  number  of  critical  components  to 
facilitate  developing  a  strong  cancer  surveillance  system.  Having  clear  and 
measurable  standards  for  cancer  registries  is  critical.   NPCR  has  defined  standards 
of  completeness,  timeliness,  and  quality  as  follows:   Completeness:  95  %  of 
unduplicated,  expected,  malignant  cases  of  reportable  cancer  occurring  in  State 
residents  in  a  diagnosis  year  should  be  reported  to  the  central  registry;  Timeliness: 
Cancer  cases  should  be  reported  to  the  State  central  registry  within  6  months  of 
diagnosis;  Quality:  Compliance  with  established  standards  for  data  quality, 
including  standardized  data  format,  as  promulgated  by  the  North  American 
Association  of  Central  Cancer  Registries  (NAACCR). 

Other  critical  components  involve  developing  the  infrastructure  of  State 
programs.   CDC  has  identified  the  following  components  as  critical  for  each 
program  to  address  during  the  early  years  of  NPCR: 

•  Enactment  of  needed  legislation  and  any  missing  regulations.  This  will 

provide  the  State  cancer  registry  with  necessary  statutory  and  regulatory 
authority  for  data  collection  and  use. 
Employment  of  an  experienced  abstractor/editor  -  only  an  experienced 
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abstractor/editor  can  reliably  apply  abstracting  and  coding  rules  to  cases  and 
interpret  audit  results. 

•  Computerization  of  hospital  reporting.   Since  hospitals  are  the  reporting 
source  for  about  95%  of  cases  in  the  central  registry,  computerized  reporting 
from  hospitals  will  improve  registry  data  quality  by  providing  autocoding 
and  edit  checks  at  the  time  of  entry  for  a  large  proportion  of  cases. 

•  Implementation  of  a  central  registry  computer  system  that  meets  defined 
requirements  and  NAACCR  Standards. 

•  Calculation  of  an  estimate  of  the  number  of  cases  to  be  diagnosed  in  1995; 
this  will  enable  programs  to  assess  their  timeliness  and  completeness  of 
reporting. 

•  Establishment  of  a  section  or  unit  that  is  responsible  for  quality  assurance 
activities  such  as  data  editing,  linkage/matching,  training  staff  and  hospital 
cancer  registrars,  assuring  confidentiality  of  case  information,  case  finding 
and  reabstracting  audits,  and  developing  and  maintaining  written  policies 
and  procedures. 

•  Identification  of  all  non-hospital  facilities  such  as  therapeutic  radiation 
facilities,  free  standing  surgical  centers,  and  pathology  labs  which  diagnose 
or  treat  cancer  cases. 

•  Development  of  a  training  plan  to  meet  the  needs  of  central  registry  and 
reporting  facility  staff. 

Although  these  are  basic  components,  CDC  is  finding  that  most  States  need  to 
strengthen  their  capacity  in  these  areas. 

Mr.  Porter:    In  the  case  of  the  childhood  cancer  cluster  recently  discovered 
in  Toms  River,  New  Jersey,  studies  are  gearing  up  to  look  into  the  cause  or  causes 
of  these  elevated  incidences  of  cancer.  What,  in  your  view,  can  be  done  to  make 
sure  that  when  these  studies  are  conducted,  the  data  they  use  from  the  State  cancer 
registries  is  as  up  to  date  and  complete  as  possible? 

Dr.  Satcher:   To  improve  States'  abilities  to  manage  cancer  cluster 
investigations,  CDC's  recommends  that  States  devote  their  current  federal  resources 
towards  the  cancer  registry  priorities  and  components  previously  identified.   We 
find  that  many  States  still  have  not  implemented  the  required  legislation  and 
regulations.  39  States  out  of  43  have  the  authorizing  legislation;  only  23  States  of 
out  43  have  all  of  the  required  regulations.    States  need  to  work  more  creatively  to 
ensure  that  cancer  cases  are  being  reported  by  all  sources  which  diagnose  or  treat 
cancer,  especially  non-hospital  sources.   The  monitoring  of  cancer  cases  and 
reporting  back  to  facilities  often  does  not  occur,  so  States  do  not  have  an  accurate 
assessment  of  which  facilities  are  not  reporting  to  the  central  registry  in  a  timely 
manner.   Using  computerized  hospital  reporting,  standardized  edits,  and  a  central 
registry  system  which  provides  management  reports  and  matches  and  merges  cases 
are  also  high  priorities  for  meeting  the  standards. 

CDC's  recommendation  has  been  to  focus  resources  on  ensuring  the  quality, 
timeliness  and  completeness  of  data  from  the  current  diagnosis  year  (i.e.,  1995  for 
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enhancement  States)  to  establish  baseline  systems  for  a  quality  data  set  in  the 
future.  Only  by  targeting  the  available  resources  prospectively  are  we  likely  to  have 
an  impact  on  improving  cancer  surveillance  in  the  U.S.    This  will  also  enable  us  to 
have  complete  and  timely  data  for  conducting  appropriate  studies  in  the  future. 
Cancer  Registries  are  a  critical  tool  for  evaluating  the  likelihood  of  cancer  clusters 
and  allow  States  to  conduct  assessments  and  respond  to  public  concern. 

CANCER  CLUSTERS 

Mr.  Porter:  What  is  the  role  of  molecular  epidemiology  in  determining  the 
causes  of  a  cancer  cluster?  Has  any  effort  been  made  to  apply  this  idea  in  the  case 
of  Toms  River,  where  there  is  an  issue  of  the  case  sample  size? 

Dr.  Satcher:   The  use  of  molecular  biology  tests  in  epidemiology  can  mean  a 
variety  of  things.   These  tests  have  included  biomarkers  of  exposure,  susceptibility 
or  effect,  genetic  testing,  and  measurements  of  foreign  DNA  from  viruses  in  human 
tissue.   Molecular  epidemiology  is  a  non-specific  term  which  generally  describes 
the  study  of  the  distribution  of  these  molecular  changes  similar  to  the  study  of 
populations  for  other  risk  factors  such  as  diet,  smoking,  or  exposures  to  hazardous 
substances.   When  studying  cancer,  molecular  changes  may  be  tools  that  can  be 
used  to  try  and  determine  if  common  links  exist  between  cases  in  a  cancer  cluster, 
however  the  use  of  such  tests  may  vary  between  types  of  cancers  and  at  what  stage 
testing  is  done. 

The  Agency  for  Toxic  Substances  and  Disease  Registry  (ATSDR)  is 
assisting  the  New  Jersey  Department  of  Health  (NJDOH)  evaluate  the  cluster  of 
brain  cancer  cases  in  the  vicinity  of  Toms  River,  New  Jersey.   Standard  procedures 
for  the  evaluation  of  such  clusters  have  been  developed  and  published  by  the 
Centers  of  Disease  Control  and  Prevention.   The  first  step  in  the  evaluation  of  a 
cluster  is  to  validate  the  cases  and  examine  the  tissue  types  to  determine  if  the 
apparent  cluster  is  a  true  excess.   Even  in  brain  cancer,  there  is  more  than  one  type 
of  brain  tissue  from  which  cancers  may  arise  and  different  tissue  types  may  be 
associated  with  different  risk  factors. 

Once  the  evaluation  determines  whether  a  common  tissue  type  is 
predominant,  we  will  be  better  able  to  determine  if  molecular  biology  tests  of  some 
type  could  assist  in  evaluating  this  cluster.  At  the  current  time  ATSDR  is  assisting 
NJDOH  in  determining  if  testing  for  viruses  among  stored  tissue  samples  is  possible 
and  useful. 
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BIRTH  DEFECTS 

Mr.  Bonilla:   Last  year  this  subcommittee  increased  funding  for  prevention 
of  birth  defects  with  the  hope  that  CDC  would  use  the  funds  to  establish 
clearinghouses  to  collect  data  and  distribute  the  information  on  birth  defects 
prevention.   It  is  my  understanding  that  CDC  has  allocated  $3.75  million  for  3 
centers  this  year.  Is  that  correct? 

Dr.  Satcher:   Yes,  that  is  correct.    CDC  will  fund  3  Centers  for  Excellence 
in  Birth  Defects  Prevention  Research  by  the  end  of  FY  1996.   These  Centers  will 
focus  on  surveillance,  research,  services,  and  evaluation  leading  to  the  prevention 
of  birth  defects. 

Mr.  Bonilla:   When  do  you  anticipate  the  request  for  proposals  to  go  out? 

Dr.  Satcher:   The  request  for  proposals  should  go  out  by  early  June,  1996. 

Mr.  Bonilla:   When  do  you  think  these  clearinghouses  will  be  up  and 
running? 

Dr.  Satcher:   Of  course,  it  will  take  some  time  to  become  fully  functional 
after  funding  is  received  but  we  expect  some  staff  to  be  hired  and  work  to  be 
underway  by  the  end  of  FY  1997. 

Mr.  Bonilla:   Back  in  March,  the  FDA  announced  that  makers  of  food  from 
grains  would  be  fortified  with  folic  acid  in  order  to  help  prevent  hundreds  of  birth 
defects. 

I  understand  that  manufacturers  can  begin  fortification  right  away,  but  must 
have  it  completed  by  January  1,  1998.   The  estimated  cost  to  manufacturers  has 
been  estimated  at  about  $2  million  a  year.   Would  you  agree  with  that  estimate? 

Dr.  Satcher:   We  have  estimated  the  cost  of  the  folic  acid  to  be  added  as  $4 
million  per  year  or  less  than  7  cents  per  year  for  each  of  the  60  million  women  of 
reproduction  age  who  need  additional  folic  acid.   This  cost  is  in  addition  to  the  cost 
of  analytic  testing  to  ensure  the  amounts  added  are  correct  and  a  one-time  cost  for 
changing  the  labels  of  fortified  products.   This  cost  per  consumer  is  very  small  and 
will  be  passed  along  to  the  consumer  in  the  cost  of  the  product.   Of  course  there 
will  be  considerable  cost  savings  for  each  birth  defect  (spina  bifida  or  anencephaly) 
prevented.   Unfortunately  the  fortification  level  recommended  is  low  and  CDC 
estimates  that  as  few  as  4  %  of  those  cases  that  could  be  prevented  will  be  prevented 
with  this  strategy.   CDC  had  recommended  a  higher  level  of  fortification  (350 
micrograms  per  100  g  of  grain).   FDA  choose  to  fortify  at  a  level  of  140 
micrograms  per  100  g  of  grain  because  of  safety  concerns.   Even  at  this  low 
fortification  level,  we  predict  a  savings  of  about  $4  million  per  year  (above  the  cost 
of  fortification)  in  health  care  and  related  costs  alone.  We  will  need  additional 
programs  to  educate  women  on  the  importance  of  consuming  a  folic  acid 


198 


supplement,  such  as  a  multivitamin,  and  eating  a  diet  rich  in  folate  to  achieve  the 
maximum  prevention. 

Mr.  Bonilla:   Have  you  heard  of  any  resistance  from  manufacturers  about 
the  cost  and  how  much  do  you  think  this  country  could  save  by  decreasing  the 
number  of  babies  born  with  birth  defects  each  year? 

Dr.  Satcher:   No,  we  have  not  heard  of  any  resistance.   In  fact,  we  have 
heard  that  many  manufacturers  are  anxious  to  add  folic  acid  earlier  than  required. 
Many  have  filed  for  a  waiver  from  FDA  to  allow  them  to  add  folic  acid 
immediately  using  the  old  labels  which  do  not  include  the  additional  folic  acid. 
They  would  change  the  label  later  when  the  current  supply  of  labels  are  replaced. 

Mr.  Bonilla:   Is  it  correct  that  folic  acid  may  stop  heart  attacks  and  strokes 
as  well?  So  there  could  be  additional  benefits  to  folic  acid  being  added  to  grain 
products  other  than  just  birth  defects? 

Dr.  Satcher:   Although  not  yet  conclusive,  there  is  a  growing  body  of 
scientific  evidence  that  folic  acid  will  reduce  the  risk  for  heart  attacks  and  strokes. 
A  recent  paper  from  the  University  of  Washington  has  estimated  that  up  to  50,000 
deaths  from  heart  attacks  alone  could  be  prevented  by  increased  consumption  of 
folic  acid.   Longitudinal  observational  studies  and  randomized  clinical  trials  are 
needed  to  define  the  role  of  folic  acid  on  cardiovascular  risk. 

Mr.  Bonilla:   Do  you  know  how  much  could  be  saved  by  the  prevention  of 
heart  attacks  and  strokes? 

Dr.  Satcher:   The  cost  of  cardiovascular  diseases  in  1996  is  estimated  by  the 
American  Heart  Association  to  be  $151  billion.  This  figure  includes  the  cost  of 
physician  and  nursing  services,  hospital  and  nursing  home  services,  and  the  cost  of 
medications  and  lost  productivity  resulting  from  disability.  In  light  of  what  we 
know  about  primary  prevention  of  cardiovascular  disease  and  new  approaches  for 
dealing  with  heart  attack  victims,  the  potential  of  comprehensive  State 
cardiovascular  disease  prevention  programs  to  effect  reductions  in  these  costs  is 
substantial. 

Mr.  Bonilla:   Last  year  I  asked  you  this  but  am  I  still  correct  that  more 
American  children  die  from  birth  defects  in  the  first  year  of  life  than  from  any  other 
cause,  including  prematurity  and  low  birth  weight? 

Dr.  Satcher:   Birth  defects  are  still  the  leading  cause  of  infant  mortality  and 
a  leading  cause  of  lifelong  disability.   Finding  causes  and  developing  prevention 
strategies  for  birth  defects  are  essential  to  make  substantial  decreases  in  infant 
mortality. 
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RABIES 

Mr.  Bonilla:   As  you  know,  since  1991,  more  than  1,200  cases  of  rabies 
have  been  reported  in  South  Texas.   The  Texas  Department  of  Health  has 
aggressively  attacked  this  problem  along  with  the  USDA  and  Texas  A&M 
University. 

The  1996  Oral  Rabies  Vaccination  Program  was  concluded  back  in  February 
after  31  straight  days  of  air  drops.   The  area  covered  was  increased  from  35,000 
square  miles  to  over  40,000  square  miles.   They  took  273  flights,  dropped  2.5 
million  baits.   The  total  flight  distance  equals  approximately  100,000  miles  or  the 
equivalent  of  more  than  4  times  around  the  world. 

However,  a  funding  problem  has  developed.   The  USDA  Animal  Damage 
Control  Program  is  not  going  to  be  able  to  fund  the  program  anymore.   In  fact,  the 
1996  baitdrop  was  accomplished  solely  with  $4  million  in  state  funds.   The  state  is 
not  going  to  be  able  to  continue  this  level  of  funding  either.   The  State  of  Texas 
needs  help  to  address  this  before  it  becomes  a  national  problem. 

The  State  of  Texas  is  still  going  to  kick  in  $2  million  but  it  is  looking  for  an 
additional  $2.6  million  in  a  match  from  Washington.   This  year  we  have  stopped 
the  northward  movement  for  this  first  time.   During  the  past  four  years,  the  rabies 
zone  has  moved  north  45  miles  per  year. 

I  am  sure  CDC  understands  this  problem.   It  costs  more  than  $1,000  to  treat 
someone  who's  been  exposed  to  rabies  and  more  than  $30,000  to  treat  someone 
who  get  rabies  before  they  die.   The  State  of  Texas  is  not  doing  this  for  the 
coyotes,  wolves,  dogs  and  other  animals  it  is  doing  it  for  the  people,  not  only  of 
our  state  but  to  insure  it  does  not  spread  to  a  large  city  like  San  Antonio  or  another 
state. 

Can  and  will  CDC  step  in  and  help  Texas  and  the  country  stop  this  public 
health  problem  and  beat  it  back  to  the  border?  Have  you  been  contacted  by  the 
State  of  Texas  requesting  help? 

Dr.  Satcher:   The  CDC  has  taken  a  leadership  role  in  the  prevention  and 
control  strategies  for  infectious  diseases  including  rabies.   Oral  vaccination  of 
animals  against  rabies  was  first  developed  at  the  CDC.   We  continue  to  work 
closely  with  state  and  local  health  departments  to  establish  oral  vaccination 
programs  to  prevent  the  spread  of  raccoon  rabies  in  the  eastern  United  States  via 
logistical  and  laboratory-based  support.   Following  a  successful  pilot  program  in 
New  Jersey,  other  evaluations  are  also  underway  in  Massachusetts,  New  York  and 
Florida. 

The  CDC's  specific  activities  with  the  Texas  State  Health  Department  have 
included  advanced  laboratory  training  on  the  detection  of  the  coyote  rabies  variant 
and  preliminary  studies  of  the  pathobiology  of  rabies  in  coyotes,  and  we  continue 
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our  consultation  in  surveillance  and  diagnostic  issues.   Also  in  collaboration  with 
the  Texas  State  Health  Department,  the  initial  efficacy  studies  of  an  oral 
recombinant  rabies  vaccine  in  coyotes  were  conducted  at  CDC.   We  continue  to 
develop  and  test  alternative  candidate  vaccines  and  baits  for  coyote  oral  vaccination. 

To  meet  the  challenges  posed  by  infectious  disease  threats  including  the 
reemergence  of  rabies,  a  strong  public  health  capacity  at  both  the  state  and  national 
levels  must  be  in  place.   The  President's  FY  1997  Budget  request  includes  a  total  of 
$45  million  for  investment  in  the  incremental  implementation  of  CDC's  national 
strategy,  "Addressing  Emerging  Infectious  Disease  Threats:  A  Prevention  Strategy 
for  the  United  States."  This  plan  specifies  necessary  actions  for  revitalizing  our 
nation's  ability  to  identify,  contain,  and  prevent  illness  from  emerging  infectious 
diseases,  including  partnerships  with  state  health  departments. 

In  October  1994,  CDC  responded  to  a  letter  from  Dr.  David  R.  Smith, 
Commissioner  of  Health,  Texas  Department  of  Health,  sent  to  Secretary  of  Health, 
Donna  Shalala,  Dr.  Phillip  Lee,  Assistant  Secretary  for  Health,  and  Surgeon 
General  Jocelyn  Elders.   Dr.  Smith  requested  assistance  in  developing  funding  for 
an  oral  rabies  vaccination  program  in  South  Texas. 

We  discussed  CDC's  comprehensive  plan  for  addressing  emerging  infectious 
disease  threats.  This  plan  is  based  on  the  principle  that  it  is  far  better  to  detect  early 
and  prevent  infectious  diseases  such  as  rabies  than  to  have  to  react  with  costly 
treatment  or  containment  measures  after  uncontrolled  spread  of  infectious  diseases. 
Specific  objectives  in  this  plan  are  to  establish  mechanisms  and  partnerships  needed 
to  ensure  the  rapid  and  effective  development  and  implementation  of  prevention 
measures.  These  measures  would  include  collaborative  efforts  during  periods  of 
increased  threat  from  reemerging  zoonotic  diseases,  such  as  rabies,  when  innovative 
means  for  vaccine  delivery  may  be  helpful. 

CDC  has  begun  to  systematically  implement  the  highest  priority  items  of 
this  plan.  The  $26  million  increase  requested  by  President  Clinton  in  FY  1997  will 
allow  continued  implementation  with  a  major  emphasis  on  assistance  to  state  and 
local  health  agencies. 

INJURY  -  HANDGUN  VIOLENCE 

Mr.  Bonilla:  Back  in  February,  radio  talk  show  host  Ken  Hamblin  reported 
that  the  American  Academy  of  Pediatrics,  the  Center  to  Prevent  Handgun  Violence, 
and  the  CDC  filed  a  petition  with  the  Federal  Trade  Commission  to  ban  certain  gun 
ads.   I  think  the  ads  were  targeted  to  Colt  and  Beretta. 

Did  CDC  join  this  petition?  If  so,  why?  If  not,  then  CDC  needs  to  contact 
Ken  Hamblin  and  tell  then  CDC  is  not  a  member  of  the  petition. 

Dr.  Satcher:   CDC  never  joined  such  a  petition. 
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ABORTION  MORBIDITY 

Mr.  Dickey:   According  to  a  recently  released  book,  Lime_5,  abortion 
morbidity  data  has  not  been  tracked  since  the  Joint  Program  for  the  Study  of 
Abortion  (JPSA)  studies  in  the  1970s.  The  latest  information  on  maternal  mortality 
seems  to  be  about  10  years  old.   The  same  lag  time  does  not  exist  with  the 
collection  of  demographic  data;  number  of  abortions;  age  of  woman;  number  of 
weeks  gestation;  etc.   Why  is  CDC  so  late  in  collecting  and  releasing  data  on 
maternal  mortality  and  morbidity? 

Dr.  Satcher:   When  abortion  became  legal  in  1973,  CDC  was  one  of  the 
first  groups  to  study  morbidity  from  the  procedure  through  the  Joint  Program  for 
the  Study  of  Abortion  (JPSA),  a  series  of  multi-centered  studies  done  with  the 
Population  Council.   Results  of  these  studies,  which  were  completed  in  1979,  were 
published  through  1985.   There  has  never  been  an  ongoing  system  of  surveillance 
for  morbidity  secondary  to  abortion  at  CDC. 

Abortion-related  deaths  are  identified  through  national  and  state  vital  records 
review,  state  maternal  mortality  committee  reports,  the  media,  and  reports  from 
individuals.   Information  on  mortality  from  abortion,  both  spontaneous  and 
induced,   is  collected  through  the  voluntary  participation  of  states,  medical 
examiners  and  hospitals.   Every  case  that  could  potentially  be  related  to  abortion  is 
investigated  through  collection  and  review  of  data.   CDC  seeks  to  insure  that  data 
are  as  complete  and  accurate  as  possible  before  being  released. 

CDC  is  usually  aware  of  most  deaths  within  three  years  of  occurrence.  Data 
from  several  years  are  usually  published  together.  Because  there  are  so  few  deaths 
from  abortion  mortality  per  year,  we  aggregate  data  from  several  years  in  order  to 
preserve  confidentiality.  Maternal  mortality  data  from  1979  -  8b  were  published  in 
December  of  1990.  A  report  of  deaths  from  pregnancy  through  1990  will  be 
published  in  July  of  this  year.   Data  on  mortality  specifically  from  abortion  was 
published  in  a  CDC  MMWR  Surveillance  Summary  on  May  3,  1996. 

Mr.  Dickey:   While  the  Division  of  Reproductive  Health  has  grown  from 
about  30  to  almost  140  persons,  the  number  of  staff  involved  in  abortion 
epidemiology  surveillance  and  mortality  has  gone  from  a  four-to-six  man  team  to 
one  or  two.   Surely  morbidity  and  mortality  data  would  be  of  more  help  in  assuring 
that  abortions  are  "safe." 

Why  is  so  much  emphasis  placed  on  demographic  data,  and  so  little  on  the 
abortion  morbidity  and  mortality? 

Dr.  Satcher:   While  the  Division  of  Reproductive  Health  has  grown,  most 
new  resources  are  designated  by  Congress  for  specific  activities.   The  majority  of 
the  division's  growth  is  due  to  funding  for  specific  tasks  and  initiatives,  such  as 
those  addressing  infant  mortality,  state  capacity  building,  teen  pregnancy,  HIV,  and 
surveillance  of  health-related  maternal  behaviors.  Currently,  there  are  no  resources 
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specifically  appropriated  for  abortion  surveillance. 

Demographic  data  on  abortions  performed  are  compiled  by  CDC  from  data 
already  collected  by  state  health  departments.   Findings  from  ongoing  national 
surveillance  of  legal  induced  abortion  are  used  for  several  purposes.  First,  abortion 
data  are  used  as  the  denominator  in  calculating  abortion  mortality  rates.  Mortality 
rates  that  are  related  to  age,  race,  gestational  age,  and  type  of  procedure  are 
calculated  using  these  national  demographic  data.   Second,  ongoing  annual 
surveillance  is  essential  to  monitor  trends  in  the  number,  ratio,  and  rate  of  abortions 
in  the  United  States.  Third,  statistics  on  the  number  of  pregnancies  ending  in 
abortion  are  used  in  conjunction  with  birth  statistics  to  estimate  pregnancy  rates, 
especially  rates  among  teenagers,  and  other  outcome  rates  (e.g.,  the  rate  of  ectopic 
pregnancies  per  1,000  pregnancies).  Finally,  ongoing  surveillance  provides  data  for 
assessing  changes  in  clinical  practice  patterns  related  to  abortion  (e.g.,  longitudinal 
changes  in  the  types  of  procedures). 

Mr.  Dickey:   Lime_5  contains  the  following  claim: 

"Out  of  68  upper-level  employees  of  CDC,  we  were  able  to  identify  (from 
public  information)  48  as  medical  doctors.   Of  these,  1 7  are  actually  practicing 
abortionists  and  nine  others  liave  an  obvious  connection  with  the  abortion  industry. 
Of  the  remaining  20  non-physician  employees,  eight  liad  identifiable  links  with  the 

abortion  industry This  gives  a  total  of  34  employees,  or  one-half,  who  are 

somehow  involved  with  the  abortion  industry. " 

Would  you  put  people  with  ties  to  the  alcohol  or  tobacco  industries  in  charge 
of  monitoring  the  impact  of  these  two  products  on  the  public  health? 

Do  you  think  the  performance  of  elective  abortions  and  support  for 
organizations  that  defend  abortion  on  request  can  influence  how  CDC  evaluates  data 
and  information  about  these  procedures?  Does  this  present  a  conflict  of  interest? 

Dr.  Satcher:  We  are  not  sure  where  the  figures  regarding  CDC  employees 
came  from.  We  have  checked  and  are  not  aware  of  any  physicians  employed  by 
CDC  who  currently  have  a  practice  doing  abortions  or  have  financial  interests  in 
clinics  providing  abortion  services. 

Staff  members  belong  to  a  wide  variety  of  professional  organizations, 
reflecting  their  areas  of  expertise.   However,  the  Principles  of  Ethical  Conduct  for 
Government  Officers  and  Employees  prohibit  CDC  staff  from  engaging  in  research 
and  other  work  in  which  they  may  have  a  financial  conflict  of  interest.  These 
standards  also  require  that  employees  act  impartially  and  honestly.   Moreover,  all 
CDC  publications  go  through  extensive  scientific  scrutiny  for  validity  and  scientific 
accuracy  before  being  released  to  the  public. 

Mr.  Dickey:   The  CDC  recognizes  that  most  deaths  from  ectopic  pregnancy 
after  legal  abortion  can  probably  be  prevented  if  a  woman's  condition  is  properly 
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diagnosed.  Therefore,  most  deaths  following  abortions  where  the  pregnancy  is 
ectopic  are  the  fault  of  physicians  performing  incomplete  examination  of  women 
and  of  tissue  following  induced  abortions. 

Nevertheless,  it  appears  that  deaths  occurring  after  such  induced  abortions 
are  not  counted  as  abortion  deaths.   Rather,  they  are  lumped  together  with  all 
deaths  from  ectopic  pregnancies. 

Since  the  Abortion  Surveillance  Branch  was  established  to  conduct 
"surveillance  of  abortion-related  deaths  to  assess  their  preventabilky,"  this 
classification  on  the  part  of  CDC  is  misleading  and  may  hinder  the  prevention  of 
many  deaths. 

Why  are  deaths  occurring  after  an  induced  abortion  where  a  pregnancy  is 
ectopic  listed  among  deaths  from  ectopic  pregnancies  rather  than  from  induced 
abortions? 

Dr.  Satcher:   In  1976  an  expert  panel  met  and  defined  an  abortion-related 
death  as  a  death  from  a  direct  complication  of  an  abortion,  from  an  indirect 
complication  caused  by  a  chain  of  events  initiated  by  an  abortion,  or  from  the 
aggravation  of  a  preexisting  condition  by  the  physiologic  or  psychologic  effects  of 
an  abortion.    Every  potential  abortion-related  death  is  reviewed  in  light  of  the  above 
case  definition.  If  after  investigation  it  is  determined  that  the  death  meets  the  above 
case  definition,  it  is  classified  as  abortion-related.  Women  dying  of  ectopic 
pregnancy  after  an  abortion  are  also  investigated  as  possible  abortion-related  deaths 
in  light  of  this  case  definition. 

ABORTION  MORBIDITY 

Mr.  Dickey:   Please  list  and  explain  the  classification  of  all  pregnancy  and 
abortion-related  deaths. 

Dr.  Satcher:   An  abortion-related  death  is  defined  as  a  death  from  a  direct 
complication  of  an  abortion,  from  an  indirect  complication  caused  by  a  chain  of 
events  initiated  by  an  abortion,  or  from  the  aggravation  of  a  preexisting  condition 
caused  by  the  physiologic  or  psychologic  effects  of  an  abortion.   Abortion-related 
deaths  include  deaths  from: 

•  spontaneous  abortion, 

•  induced  abortion, 

•  legal  abortion  -  an  abortion  procedure  performed  by  a  licensed  physician  or 
by  someone  acting  under  the  supervision  of  a  licensed  physician, 

•  illegal  abortion  -  an  abortion  procedure  performed  by  someone  other  than  a 
licensed  physician  or  by  someone  acting  under  the  supervision  of  a  licensed 
physician.   This  includes  self-induced  abortions. 

All  data  collected  as  part  of  the  case  investigation  are  used  to  make  this 
determination. 
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Pregnancy- related  deaths  are  classified  by  both  pregnancy  outcome  and 
cause  of  death.  Pregnancy  outcomes  include  undelivered  pregnancy,  abortion, 
ectopic  pregnancy,  stillbirth,  livebirth  and  gestational  trophoblastic  neoplasia. 
Causes  of  death  include  hemorrhage,  pregnancy-induced  hypertension,  embolism, 
infection,  anesthesia,  cardiomyopathy  and  other  causes. 

Mr.  Dickey:   What  information  has  CDC  published  about  the  management 
of  abortion  complications? 

Dr.  Satcher:   CDC  has  conducted  epidemiologic  studies  to  help  identify 
demographic  factors  associated  with  an  increased  risk  of  morbidity  and  mortality 
from  abortion.  Published  results  from  the  Joint  Program  for  the  Study  of  Abortion 
and  from  abortion  mortality  investigations  contain  information  which  may  be  used 
by  clinicians  to  develop  management  options.  However,  CDC  does  not  develop 
guideline  documents  on  the  clinical  management  of  complications. 

Mr.  Dickey:  What  has  the  CDC  done  to  inform  doctors  and  the  public  that 
abortion  can  spread  chlamydia,  causing  pelvic  inflammatory  disease  and,  as  a 
consequence,  infertility? 

Dr.  Satcher:   This  is  an  important  issue,  since  so  many  women  who  have 
abortions  intend  to  have  children  in  the  future;  in  fact  extensive  research  has 
documented  that  induced  abortion,  when  performed  correctly  with  appropriate 
attention  to  underlying  conditions,  including  infections,  has  few  late  sequelae.   In 
1993,  CDC  published  "Recommendations  for  the  Prevention  and  Management  of 
Chlamydia  trachomatis  Infections,"  which  recommends  chlamydia  screening  for 
women  undergoing  induced  abortions. 

Chlamydial  infection  is  common  throughout  the  entire  U.S.  population, 
regardless  of  socioeconomic  status.   CDC  estimates  that  at  least  1  in  10  adolescents 
are  currently  infected.   The  great  majority  of  infected  individuals  have  no 
symptoms,  so  it  is  very  important  to  incorporate  chlamydia  screening  into  routine 
health  care  for  all  sexually  active  Americans,  particularly  those  under  25.   The 
general  standard  of  care  at  most  abortion  clinics  is  to  either  screen  for  chlamydial 
infection  prior  to  the  procedure,  or  to  provide  prophylactic  antibiotic  therapy  to 
each  woman  seeking  a  termination  of  her  pregnancy. 

CDC  published  an  analysis  of  current  studies  on  the  issue  of  prophylactic 
antibiotics  for  abortion  in  which  the  authors  concluded  that  routine  prophylaxis 
would  save  money,  even  with  an  expensive  medication,  as  well  as  prevent  both 
short  term  morbidity  and  potential  late  sequelae,  such  as  ectopic  pregnancy  and 
infertitity.   Another  study  published  by  the  CDC  showed  that  antibiotic  prophylaxis 
reduced  febrile  morbidity  after  abortion  by  two-thirds. 
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VACCINES  FOR  CHILDREN 

Mr.  Riggs:   Looking  at  the  Clinton  FY  1997  budget  it  appears  that  the  cost 
of  VFC  is  going  up  from  $213  million  to  $469  million— the  cost  being  attributable 
apparently  to  a  possible  national  distribution  system.   Is  such  a  system  authorized 
by  law?  Where  does  that  authority  come  from?  Is  that  the  explanation  for  the 
explosion  in  cost  of  the  VFC  program?  Please  explain. 

Dr.  Satcher:   The  OBRA  93  requires  the  Secretary  to  both  purchase  vaccine 
for  administration  to  Federally  vaccine-eligible  children  and  to  provide  for  its 
delivery.   Specifically,  section  1928(a)(2)(A)  of  the  Social  Security  Act  mandates 
that  "the  Secretary  shall  provide... for  the  purchase  and  delivery  [of  VFC  vaccines] 
on  behalf  of  each  State. . . ,  without  charge  to  the  State. "  With  the  mandate  to 
provide  for  the  delivery  of  the  vaccine,  the  Secretary  is  given  the  discretion  of 
choosing  the  method  for  delivery  of  the  vaccine. 

Each  State  is  awarded  funding  for  VFC  vaccine  distribution  according  to  its 
needs.   States  that  choose  to  join  the  proposed  vaccine  distribution  contract,  that 
will  be  awarded  to  a  private  sector  firm,  will  use  the  funding  they  are  awarded  for 
distribution  to  participate  in  this  contract.   VFC  distribution  costs  are  stable  at  about 
$10  million  for  each  fiscal  year  from  1995  to  1997. 

The  increased  VFC  funding  reflects  increased  costs  of  vaccine  purchase. 
This  results  from  larger  numbers  of  enrolled  providers  and  cost  increases  due  to 
newly  licensed  vaccines,  such  as  varicella,  added  to  the  program.   Without  VFC, 
taxpayers  would  not  realize  substantial  vaccine  cost  savings  because  vaccines  for 
Medicaid  children  can  now  be  acquired  at  discounted  CDC  contract  prices,  rather 
than  commercial  prices.   For  example,  the  CDC  negotiated  price  for  the  full  series 
of  vaccines  is  $164  compared  to  the  commercial  price  of  $313. 

Mr.  Riggs:   On  September  7,  1995,  Senator  Bumpers  of  the  Senate  HHS 
Appropriations  Committee  held  a  hearing  on  childhood  immunization. 

He  said:  "Last  month  (Aug.  1995)  CDC  reported  coverage  rates  for  the 
major  childhood  diseases  that  are  higher  than  any  rates  in  our  recorded  history.   In 
1994,  nearly  90%  of  our  nation's  two-year-olds  were  immunized  against  measles,  a 
disease  that  caused  many  preventable  deaths  and  hospitalizations  just  five  years  ago. 
Coverage  rates  for  polio  and  DTP  are  also  at  record  highs  at  national  and  state 
levels.   We  are  clearly  within  sight  of  our  national  goal  of  90  percent  immunization 
levels  by  the  year  2000.   I  should  mention  that  all  this  was  accomplished  well 
before,  the  Vaccinas  for  Children  Program  was  implemented  " 

Why  not  repeal  VFC  and  use  the  funds  to  focus  on  the  pockets  of  need  and 
to  educate  parents  and  providers  about  the  need  for  immunization?" 

Dr.  Satcher:   We  are  proud  of  the  progress  being  made  in  providing  higher 
immunization  coverage  and  better  protection  to  U.S.  children  against  vaccine- 
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preventable  diseases.   We  still  must  remember  that  at  least  one  million  two-year- 
olds  still  need  one  or  more  doses  of  key  vaccines,  and  these  numbers  will  increase 
as  new  vaccines  such  as  the  chickenpox  vaccine  are  added.   Also,  that  a  major  part 
of  our  strategy  is  not  only  to  achieve  90  percent  or  higher  coverage,  but  also  to 
build  sustainable  systems,  which  include  vaccine  supply,  to  ensure  that  coverage 
levels  once  attained,  are  maintained.  With  4  million  babies  bom  each  year  in  the 
U.S.,  approximately  1 1 ,000  must  be  immunized  each  day.   We  must  not  let  our 
guard  down  against  vaccine-preventable  diseases  (VPDs). 

Using  VFC  funds  to  focus  on  pockets  of  need  would  raise  concerns.   For 
example,  pertussis  remains  endemic  and  cases  have  been  reported  in  every  State  in 
the  country.   Also,  according  to  the  National  Health  Interview  Survey  (NHIS), 
more  underimmunized  children  live  at  or  above  the  poverty  level  than  below  the 
poverty  level.   Finally,  as  part  of  the  comprehensive  process  to  eliminate  VPDs, 
CDC  has  been  focusing  appropriate  attention  on  geographic  areas  with  low 
immunization  rates. 

The  VFC  program  saves  taxpayer  dollars  which  many  States  are  applying  to 
other  activities  that  will  increase  immunization  coverage.  Alabama  reports  a  15- 
month  savings  of  $7.88  million  which  they  have  applied  to  increased 
reimbursements  to  Medicaid  providers  and  a  statewide  registry.   Kentucky  reports  a 
10  percent  increase  in  provider  participation  in  the  Medicaid  program  as  a  result  of 
VFC,  thus  increasing  access  for  under-served  children.   Texas,  Mississippi,  Florida 
and  many  other  States  report  that,  as  a  result  of  the  VFC  program,  provider  access 
is  improved  and  private  physician  referrals  to  public  clinics  for  immunizations, 
which  prior  to  VFC  was  a  common  practice,  have  significantly  decreased.   The 
VFC  program  saves  public  funds,  improves  health  care  access,  reduces  referrals 
and  allows  States  flexibility  in  developing  other  strategies  to  improve  coverage. 

Mr.  Riggs:   The  GAO  investigation  of  last  year  indicated  the  VFC  program 
was  not  ready  for  evaluation  in  many  areas.  Would  you  think  now  is  the 
appropriate  time  to  update  that  investigation? 

Dr.  Satcher:  The  VFC  program  began  as  scheduled  on  October  1,  1994. 
GAO  was  making  formal  inquiries  of  CDC  staff  and  States  about  the  VFC  program 
as  early  as  May  1994,  5  months  prior  to  the  program's  actual  start-up  date.  GAO 
concluded  its  data  gathering  5  months  after  the  program  started.   Given  these  time 
frames,  it  is  hardly  surprising  that  GAO  reached  the  conclusion  that  the  program 
was  not  ready  for  evaluation.  The  GAO  is  welcome  to  conduct  a  fair  and  balanced 
investigation  of  the  VFC  program  at  any  time. 

Mr.  Riggs:   Would  you  also  recommend  any  particular  facets  of  the 
program  be  highlighted  in  a  new  review? 

Dr.  Satcher:   We  would  expect  that  any  future  GAO  review  be  objective  and 
balanced.   In  its  prior  review,  GAO  did  not  report  accomplishments  of  the  VFC 
program.  In  any  future  review,  GAO  should  spend  time  discussing  the  program 
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with  private  providers  and  associated  organizations  and  also  conduct  a  survey  of 
States  to  obtain  their  views  of  VFC.   Finally,  GAO  should  focus  on  how  VFC 
guarantees  coverage  for  all  ACIP  recommended  childhood  vaccines. 

Mr.  Riggs:   Pending  completion  of  that  review,  would  you  also  agree  that 
states  should  be  requested  to  end  practices  that  enable  HMOs  and  other  large 
insurers  to  obtain  vaccine  through  the  VFC  program  that  they  use  for  purposes 
beyond  the  scope  of  the  program? 

Dr.  Satcher:   CDC  has  no  evidence  that  VFC  vaccine  is  administered  to 
non-VFC  eligible  children.   Providers  are  supplied  with  the  amount  of  VFC  vaccine 
needed  to  vaccinate  their  VFC  population.   States  are  aware  that  administration  of 
vaccine  to  anyone  other  than  VFC  eligibles,  or  the  resale  of  VFC  purchased 
vaccine,  would  be  a  violation  of  the  law.   CDC  and  the  States  will  vigorously 
investigate  any  charges  of  fraud  and  abuse  that  are  reported. 

Some  States  are  providing  vaccines  using  State  resources  to  HMOs  and 
others  for  non-VFC  eligible  children,  as  allowed  by  OBRA  93.   These  States  are 
referred  to  as  universal  purchase  States.    However,  CDC  has  no  evidence  that 
universal  purchase  States,  or  any  other  States,  are  selling  vaccine  to  HMOs. 

IMMUNIZATION  RATES 

Mr.  Riggs:   It  has  been  asserted  that  there  exist  pockets  of  need  where 
immunization  rates  lag  behind  the  national  levels.   Are  there  still  these  pockets? 
Are  any  of  them  being  reduced?  If  so,  where?  Are  you  learning  anything  from 
attempts  to  get  at  those  pockets?  Would  it  help  to  link  vaccine  programs  to  other 
programs  (i.e.,  the  WIC  program)?  Why  or  why  not?  Can  you  document  that  the 
VFC  program  has  done  anything  to  help  in  the  pockets  of  need? 

Dr.  Satcher:   When  compared  to  State  and  metropolitan  National 
Immunization  Survey  (NIS)  data,  assessments  suggest  that  geographic  "pockets  of 
need"  do  exist.   Results  of  assessments  in  167  health  department  clinics  in  Texas 
conducted  in  1995  indicate  that  immunization  coverage  for  the  4:3:1  series  was  51 
percent  at  24  months  of  age.   However,  a  1995  assessment  of  children  served  by  a 
Houston  health  department  clinic,  indicated  a  comparable  coverage  level  of  only  14 
percent  at  24  months  of  age.   Also,  while  New  York  City  had  a  4:3: 1  series 
immunization  rate  of  77  percent  in  1994,  assessments  conducted  in  1995  in  10 
public  clinics,  made  up  mostly  of  community  health  centers  and  hospital  ambulatory 
clinics,  indicated  comparable  immunization  levels  ranged  between  30  and  65 
percent. 

CDC  has  identified  a  number  of  key  programmatic  strategies  to  raising 
immunization  levels  and  is  working  with  States  to  ensure  that  they  are  implemented 
especially  in  "pockets  of  need".   Linking  immunization  to  other  programs  such  as 
WIC  is  another  key  strategy  to  raising  coverage  in  underimmunized  populations. 
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CDC  is  working  with  States  to  ensure  that  immunization  histories  of  children 
enrolled  in  WIC  are  reviewed  at  each  encounter  and  that  referrals  are  made  as 
necessary.  The  value  of  linking  immunization  to  other  programs  lies  in  the  ability 
to  use  them  as  points  of  access  to  large  numbers  of  children.   The  WIC  Program  is 
the  most  striking  example  of  linkages  with  other  programs,  but  it  need  not  be  the 
only  one.   In  addition,  immunization  grant  guidelines  for  1996  continued  to  include 
specific  guidance  related  to  "pockets  of  need".   Also,  Assessing  immunization  levels 
of  two-year  olds  at  the  individual  provider  level,  and  providing  Feedback,  with 
Incentives  to  providers,  and  eXchange  of  information  (AFTX)  is  one  of  the  most 
productive  methods  to  raise  coverage  levels  in  local  areas.  In  fact,  the  application 
of  AFIX  in  public  clinics  in  Georgia  resulted  in  an  increase  in  series-complete 
immunization  levels  at  24-months  of  age  from  34%  in  1987  to  80%  in  1993. 
Finally,  the  establishment  of  State-based  immunization  registries  will  be  the 
cornerstone  of  assuring  that  children  are  properly  immunized. 

We  believe  that  the  proper  goal  of  national  immunization  efforts  must  be  to 
raise  immunization  levels  throughout  the  Nation,  and  more  importantly,  to  put  in 
place  a  sustainable  system  that  will  ensure  that  immunization  rates  remain  high. 
Moreover,  the  experience  of  private  physicians  and  State  Health  Departments  are 
essential  to  any  such  consideration.   These  groups  strongly  support  VFC  and 
recognize  the  need  to  build  a  sustainable,  nation-wide  system  to  ensure  that 
immunization  rates  are  even  further  increased. 

We  should  not  assume  that  general  immunization  rates  are  not  now  a 
problem  and  will  not  be  a  problem  in  the  future.   Our  failure  to  sustain  general 
immunization  rates  could  lead  to  another  preventable  disease  outbreak  like  the 
measles  outbreak  that  occurred  in  1989-1991.   This  resulted  in  55,000  cases, 
11,000  hospitalizations,  and  over  130  deaths.   Further,  pertussis  remains  endemic, 
and  cases  have  been  reported  in  every  State  in  the  country.   Also,  according  to  the 
National  Health  Interview  Survey  (NHIS),  more  underimmunized  children  live  at  or 
above  the  poverty  level  than  below  the  poverty  level. 

VACCINES  FOR  CHILDREN 

Mr.  Riggs:   As  the  VFC  Program  is  currently  structured,  vaccine 
manufacturers  must  sell  their  products  to  the  States  at  a  Federally-dictated  price.   In 
some  States,  that  product  is  then  sold  to  insurers,  presumably  their  HMOs-and  they 
distribute  it  to  all  the  physicians  practicing  within  their  group.   The  physicians  then 
use  the  vaccine  for  all  their  patients,  not  just  for  VFC  eligible  children.   As  a 
result,  the  HMO  profits  disproportionately  by  receiving  the  vaccine  supply  at  a 
controlled  price  and  being  able  to  charge  an  administration  fee  to  their  patients. 
Don't  you  find  it  unusual  and  contradictory  that  the  Federal  government  should 
impose  cost  controls  on  one  supplier  in  the  chain  while  overlooking  fraud  and  abuse 
in  the  distribution  of  the  product?  In  this  case  price-controlled  vaccine  intended  for 
a  limited  population?  Please  comment. 
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Dr.  Satcher:   CDC  has  not  received  reports  and  is  not  aware  of  States 
selling  vaccine  to  insurers.   In  addition,  CDC  has  no  evidence  that  VFC  vaccine  is 
administered  to  non-VFC  eligible  children.   Providers  are  supplied  with  the  amount 
of  VFC  vaccine  needed  to  vaccinate  their  VFC  population.   States  are  aware  that 
administration  of  vaccine  to  anyone  other  than  VFC  eligibles,  or  the  resale  of  VFC 
purchased  vaccine,  would  be  a  violation  of  the  law.   CDC  and  the  States  will 
vigorously  investigate  any  charges  of  fraud  and  abuse  that  are  reported. 

Some  States  are  providing  vaccines  using  State  resources  to  HMOs  and 
others  for  non-VFC  eligible  children,  as  allowed  by  OBRA  93.   These  States  are 
referred  to  as  universal  purchase  States.    However,  CDC  has  no  evidence  that 
universal  purchase  States,  or  any  other  States,  are  selling  vaccine  to  HMOs. 

Mr.  Riggs:   The  GAO  investigation  of  the  VFC  program  completed  last 
year  stated  that  implementation  of  the  program  was  incomplete  in  six  of  seven 
critical  areas  they  reviews.   The  seven  critical  tasks  for  implementation  are: 

1 .  Vaccine  contract  negotiations 

2.  Provider  enrollment 

3.  Provider  reimbursement 

4.  Order  processing 

5.  Vaccine  Distribution 

6.  Accountability  mechanisms 

7.  Evaluation  plans 

Of  those,  only  purchase  contracts  negotiations  were  being  satisfactorily 
implemented.   Can  you  please  give  us  an  update  on  the  implementation. 
Specifically,  what  progress  has  been  made  on  the  six  areas  GAO  was  unable  to 
evaluate  last  year? 

Dr.  Satcher:   The  GAO  review  included  several  fundamental  flaws, 
including  factual  errors.  For  example,  GAO  staff  made  little  effort  to  seek  or  to 
report  the  views  of  private  physicians  and  associated  organizations.   Since  VFC 
operates  through  public  clinics  and  private  providers,  this  was  a  serious  deficiency 
in  the  report.   In  addition,  GAO  concluded  its  data  gathering  5  months  after  the 
program  started,  and  did  not  acknowledge  significant  program  accomplishments. 
New  programs,  especially  those  of  such  complexity  as  VFC,  require  time  and 
experience  to  put  processes  in  place.   The  American  Academy  of  Pediatrics  and  the 
Association  of  State  and  Territorial  Health  Officials  have  strongly  supported  the 
VFC  Program. 

Major  progress  has  been  accomplished  in  implementing  the  VFC  program. 
In  approximately  1  1/2  years,  a  number  of  milestones  have  been  achieved.  Some 
include: 
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Coverage  -  VFC  guarantees  coverage  for  all  ACIP  recommended  childhood 
vaccines,  including  Hepatitis  B  for  adolescents  and  catch-up  MMR2. 

Improvement  in  VFC  Provider  Enrollment  -  Between  October  1994  and 
November  1995,  the  number  of  provider  sites  (sites  typically  include  a  number  of 
physicians)  enrolled  increased  by  about  80  percent,  from  about  20,000  to  36,000 
sites. 

VFC  Vaccine  Delivery  -  As  of  March  1996,  all  States  were  delivering  vaccine  to 
the  public  sector,  and  46  States,  including  Alaska,  were  delivering  to  the  private 
sector. 

Savings  for  State  Medicaid  and  public  health  programs  -  State  public  health 
programs  are  assured  of  purchasing  vaccines  at  the  CDC  contract  price,  and  State 
Medicaid  programs  have  realized  substantial  savings.   For  example,  California  is 
reinvesting  savings  of  about  $20  million  a  year  to  improve  childhood  immunization 
rates. 

Vaccine  Purchase  Contracts  -  For  each  of  the  past  two  years,  about  18  vaccine 
contracts  have  been  negotiated  and  signed  with  manufacturers  to  provide  VFC 
vaccine  at  reduced  contract  prices  for  vaccines  routinely  recommended  for  children. 

VFC  Accountability  -  Recent  CDC  national  and  State  analyses  indicate  VFC 
vaccine  use  is  appropriate.  Nationally,  VFC  spending  is  consistent  with  State 
estimates  of  the  children  who  were  to  be  served  by  VFC. 

Private/Public  Sector  Cooperation  -  Some  studies  report  that  the  VFC  program  is 
reducing  the  referral  of  children  away  from  their  medical  homes.   For  instance, 
New  York  reports  a  51  %  decline  in  referrals  to  public  health  clinics.   Also, 
significant  progress  has  been  made  in  building  partnerships  between  the  public  and 
private  sectors. 

An  update  on  progress  for  the  areas  addressed  by  GAO  follows: 

1 .   Provider  enrollment 

States  have  made  significant  progress  enrolling  providers  into  the  VFC  program. 
The  80%  increase  in  enrollment  in  the  program's  first  year  reflects  the  public  and 
private  sector's  support  of  the  program.   As  of  November  1995,  approximately 
36,000  public  and  private  provider  sites  were  enrolled.   Over  26,000  of  these  sites 
are  in  the  private  sector,  with  many  of  these  involving  multiple  physicians. 

CDC  has  allowed  States  the  flexibility  to  establish  and  target  their  own  enrollment 
efforts.   CDC  has  not  mandated  a  "one  size  fits  all"  approach  to  program 
enrollment.   The  creativity  employed  by  States  has  resulted  in  the  80%  increase  in 
enrollment.   Also,  States  are  effectively  targeting  enrollment.   An  evaluation  of 
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New  York  State's  VFC  program  demonstrated  that,  soon  after  the  program  began, 
86%  of  the  Medicaid  providers  who  had  submitted  a  minimum  of  1,000  claims  for 
vaccines  in  1993  were  enrolled  in  VFC. 

2.  Provider  reimbursement 

On  October  4,  1994,  HCFA  published  a  notice  in  the  Federal  Register  specifying 
interim  maximum  administration  fees  for  providers  in  each  State.   These  fees  were 
based  on  charge  data  because  of  the  unavailability  of  cost  data,  and  the  necessity  to 
establish  maximum  fees  before  program  implementation  on  October  1,  1994. 
These  fee  caps  are  also  maximums  and  do  not  necessarily  reflect  the  charges  that 
will  actually  be  passed  on  to  patients. 

HCFA  is  funding  a  study  to  develop  cost,  rather  than  charge,  data  on  which  to  base 
State  maximum  vaccine  administration  fees.  The  study  is  expected  to  be  completed 
in  the  summer  of  1996. 

In  addition,  the  administration  fee  for  many  parents  may  be  waived  or  reduced 
since,  under  the  VFC  program,  physicians  who  receive  publicly  purchased  vaccine 
cannot  deny  immunizations  because  of  a  parent's  inability  to  pay  a  vaccine 
administration  fee.   However,  referral  to  public  health  departments,  or  other  public 
clinics,  may  still  be  made  for  other  reasons. 

3.  Order  processing 

The  VFC  ordering  system  has  operated  effectively  for  almost  two  years.   CDC 
made  the  correct  priority  decision  in  order  to  have  an  effective  ordering  system 
functioning  to  meet  the  legislative  mandate  to  begin  VFC  operations  by  October  1 , 
1994.   All  50  States  and  the  District  of  Columbia  continue  to  effectively  use  the 
system  and  have  placed  about  5,500  bulk  vaccine  orders  and  ordered  over  61 
million  doses  of  vaccine.   Had  CDC  employed  the  "gold  standard"  formal  analysis 
procedures  suggested  by  the  GAO,  ordering  would  have  been  delayed  well  beyond 
the  legislatively  mandated  start  date. 

The  vaccine  ordering  system  was  efficiently  built  on  an  existing  vaccine  ordering 
system.   In  September  1994,  Logistics  Management  Institute  (LMT),  an  independent 
group  of  experts  in  logistics  and  data  systems,  reviewed  the  VFC  system  and 
concluded  it  is  effective  and  meets  the  program's  needs. 

CDC  analyzed  software  and  other  requirements  but  did  not  have  time  to  formalize 
analyses  of  systems  requirements,  alternative  systems,  cost  benefit  analysis,  risk 
analysis,  or  security  and  disaster  recovery  until  January  1995.   LMI  concluded 
CDC  had  "taken  steps  to  assure  that  data  and  systems  files  are  systematically 
backed-up.   Recovery,  should  failure  occur,  would  in  our  opinion  be  relatively 
quick  and  inexpensive."    LMI  found  "hardware  and  software  reliability  to  be  the 
equivalent  of  similar  commercial  applications  and  sufficient  to  implement  the  VFC 
program." 
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4.  Distribution 

VFC  vaccine  is  being  delivered  to  virtually  every  provider  who  would  like  to 
receive  it.   All  States  deliver  VFC  vaccine  to  enrolled  public  providers  (about  one 
half  the  vaccine  in  the  country).   Forty-six  States  have  reported  they  are  delivering 
vaccine  to  all  VFC -enrolled  private  providers.   Thirty-two  States  are  delivering 
vaccine  to  private  providers  using  health  department  staff/facilities,  6  are  doing  so 
through  a  contract  with  a  commercial  distributor,  and  8  are  using  a  combination  of 
health  department  staff/facilities  and  a  contract  with  a  commercial  distributor.   Of 
the  remaining  4  States  not  yet  distributing  to  private  providers,  two  States  have 
signed  contracts  with  commercial  distribution  companies. 

In  addition,  CDC  is  finalizing  an  RFP  for  a  private  sector  vaccine  distribution 
contract  that  was  shared  with  all  of  the  States  in  April  1996.   States  will  have  the 
option  to  participate  in  this  contract.   Vaccine  distribution  is  expected  to  begin  in 
the  Spring  of  1997.   All  businesses  involved  in  vaccine  distribution  can  bid  for  this 
proposed  contract(s). 

5.  Accountability 

Accountability  is  an  essential  component  of  the  VFC  program.   States  are  primarily 
responsible  for  vaccine  management.   States  have  extensive  experience  with  vaccine 
ordering,  storage,  inventory,  shipping  and  handling  and  are  more  aware  of  local 
circumstances  and  provider  practices  than  would  be  the  federal  government.   Each 
State  has  submitted  its  accountability  plan  to  CDC,  and  the  approaches  are  varied. 
For  example,  38  States  and  the  District  of  Columbia  will  require  vaccine  usage 
reports  as  part  of  their  accountability  plan. 

CDC  was  reluctant  to  impose  "one  size  fits  all"  accountability  restrictions  upon 
States,  as  GAO  suggested.   It  is  crucial  to  maintain  the  right  balance  between 
effective  accountability  and  accomplishing  program  goals.   The  GAO  approach 
would  have  required  private  physicians  and  other  providers  to  fill  out  and  send  in 
over  14  million  pieces  of  paper  a  year.   In  fact,  an  HHS  Inspector  General  report 
and  private  provider  organizations  warned  us  that  excessive  paperwork  would 
prevent  physicians  from  enrolling  in  the  program. 

CDC  also  evaluates  the  ordering  patterns  of  the  individual  States.  Recent  national 
and  State  analyses  indicate  VFC  vaccine  use  is  appropriate.   Nationally,  actual  VFC 
spending  is  consistent  with  State  estimates  of  the  proportion  of  public  sector 
children  who  were  to  be  served  by  VFC. 

6.  Evaluation 

It  is  difficult  to  evaluate  the  VFC  program  independently.   Since  VFC  is  one  of  five 
components  of  the  Childhood  Immunization  Initiative  (CEI),  there  are  complications 
in  isolating  the  affect  of  VFC  from  the  range  of  other  CII  efforts,  such  as  education 
or  infrastructure  improvements,  that  also  effect  immunization  coverage. 
Nevertheless,  CDC  is  working  with  evaluation  experts  to  develop  a  comprehensive 
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VFC  evaluation  plan.   CDC  believes  baseline  information  can  be  obtained  from 
retrospective  studies,  thereby  allowing  for  some  comparison  of  pre- VFC  coverage 
levels  with  coverage  after  VFC.   Also,  States  are  required  through  grant  guidelines 
to  evaluate  their  VFC  activities. 

VACCINES  FOR  CHILDREN  -  IMMUNIZATION  RATES 

Mr.  Riggs:   Has  there  been  any  progress  and  are  you  able  to  report  today 
how  many  children  who  would  otherwise  not  be  immunized,  have  been? 

Dr.  Satcher:   Significant  progress  has  been  made  in  the  implementation  of 
the  VFC  program.   States  are  reporting  many  examples  of  achievements  including 
provider  enrollment,  taxpayer  savings,  vaccine  delivery,  guaranteed  and  quicker 
access  to  vaccines,  public/private  sector  cooperation,  and  many  others.   For 
example,  New  York  State  reports  that  referrals  to  public  clinics  for  immunizations 
have  declined  by  51%.   Michigan  reports  that  the  number  of  Medicaid 
immunizations  administered  between  1994  and  1995  increased  by  63,000  doses. 
Texas  reports  a  $4  million  Medicaid  savings  since  the  inception  of  the  VFC 
program,  and  Kansas  reports  a  vaccine  cost  savings  of  $300,000.   Other  examples 
of  progress  and  benefits  of  the  VFC  program  are  being  reported  from  many  States. 
The  success  of  the  VFC  program  is  further  reflected  by  the  fact  it  is  strongly 
endorsed  by  the  American  Academy  of  Pediatrics,  the  Association  of  State  and 
Territorial  Health  Officials,  and  others. 

Similar  to  the  difficultly  in  measuring  cost-avoidance,  it  would  be  nearly 
impossible  to  predict  with  absolute  certainty  which  specific  children  would  not  have 
been  immunized  before  VFC.   Also,  since  VFC  is  one  of  five  components  of  the 
Childhood  Immunization  Initiative,  it  is  difficult  to  evaluate  the  VFC  program 
independently  because  there  are  complications  in  isolating  other  CII  efforts,  such  as 
education  or  infrastructure  improvements.   To  assure  we  meet  the  goal  of  fully 
immunizing  90  percent  of  our  nation's  children  by  the  year  2000,  we  must  continue 
to  build  a  comprehensive  and  sustainable  system  to  assure  this  protection  into  the 
next  century. 

Mr.  Riggs:   Could  you  also  tell  us  where  those  children  are  located— in  what 
States? 

Dr.  Satcher:   CDC  has  never  attempted  to  track  the  immunization  status  of 
every  child.   Since  VFC  is  one  of  five  components  of  the  Childhood  Immunization 
Initiative,  it  is  difficult  to  evaluate  the  VFC  program  independently  because  there 
are  complications  in  isolating  other  immunization  variables,  such  as  education  or 
infrastructure  improvements.   However,  for  the  first  time,  we  now  have  data 
collected  by  the  National  Immunization  Survey  (NIS)  which  compare  immunization 
rates  in  all  States  and  28  large  urban  areas.   These  data  should  help  us  target 
resources  to  those  States  and  covered  localities  where  they  are  most  needed  and  will 
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do  the  most  good. 

Mr.  Riggs:   Rather  than  spending  more  money  on  a  widespread  uncontrolled 
nationwide  program,  can't  we  refine  the  VFC  program  to  target  the  pockets  of 
need?  What  modifications  could  we  make  that  would  enable  us  to  reach  an 
underserved  population  and  not  waste  public  money  or  allow  private  groups  to 
profit  through  loopholes  in  the  existing  law? 

Dr.  Satcher:   We  believe  that  the  proper  goal  of  national  immunization 
efforts  must  be  to  raise  immunization  levels  throughout  the  Nation,  and  more 
importantly,  to  put  in  place  a  sustainable  system  that  will  ensure  that  immunization 
rates  remain  high-through  continuous  access  to  vaccine  for  all  eligible  children. 
Moreover,  the  experience  of  private  physicians  and  State  Health  Departments  are 
essential  to  any  such  consideration.   These  groups  strongly  support  VFC  and 
recognize  the  need  to  build  a  sustainable,  nation-wide  system  to  ensure  that 
immunization  rates  are  even  further  increased. 

We  should  not  assume  that  general  immunization  rates  are  not  now  a 
problem  and  will  not  be  a  problem  in  the  future.   Our  failure  to  sustain  general 
immunization  rates  could  lead  to  another  preventable  disease  outbreak  like  the 
measles  outbreak  that  occurred  in  1989-1991.   This  resulted  in  55,000  cases, 
11,000  hospitalizations,  and  over  130  deaths.   Further,  pertussis  remains  endemic, 
and  cases  have  been  reported  in  every  State  in  the  country.   Also,  according  to  the 
National  Health  Interview  Survey  (NHIS),  more  underimmunized  children  live  at  or 
above  the  poverty  level  than  below  the  poverty  level. 

As  part  of  the  comprehensive  process  to  eliminate  vaccine-preventable 
diseases,  attention  is  also  being  focused  on  geographic  areas  with  low  immunization 
rates.    CDC  has  initiated  several  intervention  efforts  to  address  this  matter. 
Examples  include  (1)  targeting  WIC  populations,  (2)  conducting  record  assessments 
using  the  CDC  Clinic  Assessment  Software  Application,  (3)  focusing  CDC 
technical  site  visits  to  selected  urban  areas,  (4)  funding  academic  medical  centers  in 
targeted  communities,  and  (5)  working  with  the  Bureau  of  Primary  Health  Care  to 
implement  interventions  in  Community  and  Migrant  Health  Centers. 

We  cannot  lower  our  guard.   Although  great  progress  has  been  made,  at 
least  one  million  two-year-olds  in  America  still  need  at  least  one  or  more  doses  of 
key  vaccines.   We  still  have  a  way  to  go  to  reach  the  Year  2000  objective  of  at  least 
90%  of  two-year-olds  immunized  with  the  full  series  of  recommended  vaccines. 
Every  year,  about  4  million  babies  are  bom  in  the  U.  S. ,  or  about  1 1 ,000  a  day 
who  must  be  immunized.   We  must  continue  to  work  to  build  the  comprehensive 
system  that  will  assure  that,  by  the  Year  2000,  all  our  children  will  be  protected 
against  vaccine-preventable  diseases. 

Mr.  Riggs:   When  the  States  were  asked  to  survey  the  population  they 
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would  have  eligible  for  VFC,  the  totals  were  staggering  in  the  inaccuracy.   For 
example— California's  estimate  was  more  than  double  the  State's  total  population 
under  the  age  of  one  year.   Maryland  also  overestimated  by  nearly  double.   Same 
with  New  York,  Texas.   The  list  goes  on.   Has  your  department  been  able  to 
correct  those  surveys  and  get  real  numbers?  With  such  inflated  numbers,  how  can 
you  measure  true  success  with  the  opportunities  for  fraud  and  misuse  proliferating? 

Dr.  Satcher:   VFC  is  implemented  by  the  States.   The  CDC  has  given  each 
State  considerable  flexibility  in  determining  how  to  manage  key  parts  of  their 
program.   Vaccine  accountability  is  a  key  part  and  is  considered  by  CDC  to  be  a 
primary  responsibility  of  each  State.   CDC  recognizes,  however,  that  each  State's 
circumstances  are  different  and  require  each  State  to  determine  how  best  to  assure 
that  VFC  vaccine  is  used  solely  for  VFC  eligible  children. 

When  first  gearing  up  for  VFC  implementation,  States  queried  providers  for 
estimates  of  children  by  eligibility  category  to  develop  State  profiles.   The  results 
were  then  simply  tallied  and  transmitted  to  CDC.   We  recognize  the  importance  of 
fine  tuning  these  estimates  and  CDC  has  requested  that  States,  as  they  gain  program 
experience,  review  profile  information  for  accuracy  to  further  enhance  program 
effectiveness. 

On  an  annual  basis,  CDC  collects  and  analyzes  survey  data  from  the  States 
on  the  number  of  children  to  be  served  by  VFC.   These  aggregate  data  are 
consistent  with  the  size  of  the  birth  cohort.   CDC  national  and  State  analyses  of 
vaccine  purchase  patterns  indicate  that  VFC  vaccine  use  is  appropriate. 

VACCINES  FOR  CHILDREN 

Mr.  Riggs:   As  all  this  vaccine  is  distributed  through  public  channels,  the 
private  market  once  serviced  by  vaccine  manufacturers  is  disappearing.   By  some 
estimates  the  public  purchase  of  vaccine  has  enforced  a  price  cut  on  the 
manufacturers  of  33  %  or  more.   Given  that  these  same  manufacturers  are  looked  to 
for  the  development  of  new  vaccines  and  future  innovation,  does  the  Clinton 
Administration  recognize  they  may  be  inhibiting  future  advances  in  the  field  if  they 
do  not  act  to  curb  the  abuses  that  have  grown  from  VFC.   That  the  price  controls 
imposed  on  the  industry  also  need  to  be  reassessed  to  assure  that  innovation  and 
research  are  not  crippled.   What  do  you  propose  to  do  to  assure  that  prices  set  for 
vaccine  are  adequate?  Have  you  met  with  the  manufacturers  to  access  the  affect 
which  VFC  has  on  the  ability  of  the  industry  to  carry  out  critical  research  and 
development? 

Dr.  Satcher:   The  vaccine  manufacturers  are  free  to  negotiate  prices  without 
a  price  cap  on  vaccines  introduced  after  May  1993  (Hepatitis  A,  Hepatitis  B 
Adolescent,  DTP/Hib,  and  Varicella)  and  also  to  negotiate  the  maximum  amounts 
to  be  purchased  off  Federal  vaccine  contracts.   Thus,  companies  can  factor  in 
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research  and  development  costs  in  these  negotiations. 

The  Assistant  Secretary  for  Health  has  written  to  vaccine  manufacturers 
about  obtaining  essential  information  about  manufacturers'  research  and 
development  activities.   The  Assistant  Secretary  offered  to  work  with  the 
manufacturers  to  determine  a  method  by  which  data  could  be  shared  to  fairly  assess 
the  impact  of  current  vaccine  purchase  practices  on  vaccine  research  and 
development  efforts.   After  sending  this  request,  the  Assistant  Secretary  called  each 
manufacturer  to  further  explore  this  matter.  However,  no  access  to  this  essential 
information  was  provided. 

Mr.  Riggs:   When  VFC  was  enacted  States  were  asked  how  much  VFC 
vaccine  they  needed.   Their  estimates,  it  is  universally  agreed,  were  far  higher  than 
anything  they  needed.  In  some  cases  they  requested  two  to  three  times  the  doses 
needed  for  the  birth  cohort.   Have  these  excessive  amounts  actually  been  shipped  to 
the  States?  Can  you  tell  us  how  much,  State  by  State?  Have  you  refined  your 
estimates?  Have  you  reprofiled  the  doctors'  offices  and  clinics?  What  are  you 
doing  to  assure  that  only  those  eligible  for  VFC  vaccine  are  getting  it? 

Dr.  Satcher:   States  are  not  allowed  to  order  unlimited  amounts  of  vaccine 
through  the  VFC  program.   States  are  only  allowed  to  purchase  enough  vaccine  to 
cover  their  VFC -eligible  population,  which  is  reported  to  CDC  annually. 
Population  estimates  are  compared  to  available  population  data  sources,  such  as 
Medicaid  enrollment,  census  data  and  insurance  industry  data.   Vaccine  orders  are 
monitored  through  the  VACMAN  ordering  system.   In  addition,  States/Projects  are 
only  awarded  vaccine  grant  funding  sufficient  to  meet  their  estimated  need. 

On  an  annual  basis,  CDC  collects  and  analyzes  survey  data  from  the  States 
on  the  number  of  children  to  be  served  by  VFC,  as  well  as  other  funding  sources. 
These  aggregate  data  are  consistent  with  the  size  of  the  birth  cohort.   National  and 
State  analyses  of  vaccine  purchase  patterns  indicated  that  VFC  vaccine  use  is 
appropriate. 

VFC  is  implemented  by  the  States.   The  CDC  has  given  each  State 
considerable  flexibility  in  determining  how  to  manage  key  parts  of  their  program. 
Vaccine  accountability  is  a  key  part  and  is  considered  by  CDC  to  be  a  primary 
responsibility  of  each  State.   CDC  recognizes,  however,  that  each  State's 
circumstances  are  different  and  require  each  State  to  determine  how  best  to  assure 
that  VFC  vaccine  is  used  solely  for  VFC  eligible  children.   CDC  has  requested  that 
States  review  profile  information  for  accuracy  as  the  States  gain  program 
experience  to  further  enhance  program  effectiveness.   In  addition,  States  are 
required  to  ensure  that  providers  are  screening  children  seen  in  their  practices  for 
VFC  eligibility. 
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Mr.  Riggs:   Dr.  Irwin  Redlener,  President  of  the  Children's  Health  Fund 
testified  before  Senator  Bumpers  last  September: 

"Since  1992  our  look  at  the  figures  indicates  that  more  than  $450  million 
have  been  allocated  for  the  immunization  action  plans  by  the  federal  government  as 
pass-throughs  to  state  and  local  governments,  the  vast  majority  of  that  $450  million 
plus  remains  unspent  in  clogged  bureaucratic  pipelines." 

If  we  can't  spend  the  money  we  are  already  appropriating  for  immunization 
why  continue  to  fund  another  program-VFC— which  has  already  been  shown  to  be 
1)  mismanaged,  2)  costly,  3)  damaging  to  vaccine  research  and  development,  4) 
based  on  completely  false  premises  and  5)  hasn't  vaccinated  more  children? 

Dr.  Satcher:   As  a  result  of  the  1989-1991  measles  epidemic,  Congress 
provided  funding,  for  the  first  time,  to  allow  States  to  build  new  intervention 
systems  that  would  prevent  such  epidemics  from  happening  again.   To  identify 
these  systems,  each  State  developed  their  own  Immunization  Action  Plan  (IAP). 
Congress  responded  with  total  funding  of  $99  million  in  Fiscal  Year  (FY)  1992, 
$118  million  in  FY  1993,  $232  million  in  FY  1994,  and  $208  million  in  FY  1995. 
This  included  about  $450  million  in  IAP  funding  to  address  State  requirements. 

As  with  other  CDC  programs  that  have  experienced  a  large  influx  of 
funding,  carry-over  balances  are  not  unusual  in  this  phase  of  program  development. 
As  of  May  23,  1996,  53  of  the  56  State  or  City  grantees  reported  total  carry-over  of 
about  $117  million,  for  FY  1992  through  1995.   This  amounted  to  18%  of  total 
funds  awarded.  In  a  previous  GAO  report,  GAO  was  not  critical  of  such  a  level  of 
carryover  in  a  program  at  a  similar  stage  of  rapid  expansion. 

Carryover  funds  are  primarily  related  to  only  a  few  States.   Ten  States 
account  for  about  55  %  of  the  total  carry-over.   These  tend  to  be  large  States  which 
receive  the  largest  amounts  of  funds,  such  as  California,  New  York,  Florida, 
Texas,  and  Illinois. 

This  matter  is  of  serious  concern  to  CDC.   CDC  is  working  with  grantees  to 
assure  that  these  immunization  funds  are  used  effectively.   These  carry-over  funds 
are  still  needed.   For  example,  resources  are  needed  to  ensure  children  are  enrolled 
in  WIC  and  to  build  registry  systems. 

It  is  imperative  that  a  comprehensive  and  sustainable  immunization  system  is 
built  to  protect  our  nation's  children  from  vaccine-preventable  diseases.   The  VFC 
program  is  an  essential  component  of  the  Childhood  Immunization  Initiative.   The 
VFC  program  assures  coverage  of  vaccines,  returns  children  to  their  medical 
homes,  provides  savings  to  taxpayers,  enhances  private/public  sector  cooperation, 
and  assists  with  other  improvements. 
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Mr.  Riggs:   As  you  know,  the  Public  Service  section  317  program  provides 
money  to  States  for  vaccine  purchase  and  to  set  in  place  State  infrastructures  for 
immunization  programs.   Congress  has  quadrupled  these  funds  over  the  past  four 
years.   There  appears  to  be  an  inability  on  the  part  of  many  State  and  city  grantees 
to  spend  these  funds,  especially  in  areas  of  greatest  need.   A  CDC  report  last 
summer  indicated  that  over  $125  million  in  funds  allocated  between  1992  and  1994 
was  unspent.   And  that  didn't  include  an  additional  $207  million  provided  to  the 
States  in  the  last  fiscal  year.    1)  What  is  going  on?  2)  Why  can't  these  funds  be 
targeted  at  pockets  of  need  such  as  Sen.  Bumpers  suggested  in  tying  some  317 
funding  to  WIC  programs?  3)  We  have  enough  money  in  the  system  without  VFC. 
Why  not  save  that  money  and  make  existing  programs  work  better? 

Dr.  Satcher:   As  a  result  of  the  1989-1991  measles  epidemic,  Congress 
provided  funding,  for  the  first  time,  to  allow  States  to  build  new  intervention 
systems  that  would  prevent  such  epidemics  from  happening  again.   To  identify 
these  systems,  each  State  developed  their  own  Immunization  Action  Plan  (LAP). 
Congress  responded  with  total  funding  of  $99  million  in  Fiscal  Year  (FY)  1992, 
$118  million  in  FY  1993,  $232  million  in  FY  1994,  and  $208  million  in  FY  1995, 
excluding  vaccine  purchase.   This  included  about  $450  million  in  IAP  funding  to 
address  State  requirements. 

As  with  other  CDC  programs  that  have  experienced  a  large  influx  of 
funding,  carry-over  balances  are  not  unusual  in  this  phase  of  program  development. 
As  of  May  23,  1996,  53  of  the  56  State  or  City  grantees  reported  total  carry-over  of 
about  $117  million,  for  FY  1992  through  1995.   This  amounted  to  18%  of  total 
funds  awarded.  In  a  previous  GAO  report,  GAO  was  not  critical  of  such  a  level  of 
carryover  in  a  program  at  a  similar  stage  of  rapid  expansion. 

Carryover  funds  are  primarily  related  to  only  a  few  States.   Ten  States 
account  for  about  55  %  of  the  total  carry-over.  These  tend  to  be  large  States  which 
receive  the  largest  amounts  of  funds,  such  as  California,  New  York,  Florida, 
Texas,  and  Illinois. 

This  matter  is  of  serious  concern  to  CDC.   CDC  is  working  with  grantees  to 
assure  that  these  immunization  funds  are  used  effectively.  These  carry-over  funds 
are  still  needed.  For  example,  resources  are  needed  to  ensure  children  are  enrolled 
in  WIC  and  to  build  registry  systems. 

As  part  of  the  comprehensive  process  to  eliminate  vaccine-preventable 
diseases,  attention  and  resources  are  targeted  to  geographic  areas  with  low 
immunization  rates.   CDC  has  initiated  several  interventions  to  address  this  issue. 
Examples  are  (1)  targeting  WIC  populations,  (2)  conducting  record  assessments 
using  the  CDC  Clinic  Assessment  Software  Application,  (3)  focusing  CDC  site 
visits  to  selected  urban  areas,  (4)  funding  academic  medical/community  health 
centers  in  targeted  communities,  and  (5)  working  with  the  Bureau  of  Primary 
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Health  Care  to  implement  interventions  in  Community/Migrant  Health  Centers. 

Mr.  Riggs:   I  have  heard  that  a  proposal  is  being  considered  by  your 
department  to  have  a  national  distribution  contract  for  VFC.   What  is  the  legal 
authority  for  this?    Where  is  the  money  coming  from?  Is  such  a  contract 
authorized  under  VFC  statutory  language? 

Dr.  Satcher:  The  OBRA  93  requires  the  Secretary  to  both  purchase  vaccine 
for  administration  to  Federally  vaccine-eligible  children  and  to  provide  for  its 
delivery.   Specifically,  section  1928(a)(2)(A)  of  the  Social  Security  Act  mandates 
that  "the  Secretary  shall  provide... for  the  purchase  and  delivery  [of  VFC  vaccines] 
on  behalf  of  each  State. . . ,  without  charge  to  the  State. "   With  the  mandate  to 
provide  for  the  delivery  of  the  vaccine,  the  Secretary  is  given  the  discretion  of 
choosing  the  method  for  delivery  of  the  vaccine. 

VFC  vaccine  is  being  delivered  to  virtually  every  provider  who  would  like 
to  receive  it.   Currently,  all  States  are  delivering  VFC  vaccine  to  enrolled  public 
sector  providers  (about  one  half  of  the  vaccine  used  in  the  country).   As  of  March 
1996,  46  States  were  delivering  VFC  vaccine  to  enrolled  private  providers.   Two 
additional  States  have  signed  contracts  with  commercial  distribution  companies. 
Even  though  vaccine  delivery  is  now  occurring,  Indiana  and  New  Jersey  have  asked 
CDC  to  provide  a  distribution  mechanism  in  their  States.   The  CDC  plans  to  enter 
into  a  private  sector  distribution  contract.   When  this  contract  is  in  place,  a 
relatively  small  number  of  States  (less  than  10)  are  expected  to  choose  to  use  this 
delivery  option.   Potential  bidders  for  the  delivery  contract  include  vaccine 
manufacturers  and  commercial  distributors. 

Funds  for  VFC  vaccine  debvery  come  from  the  VFC  entitlement  program, 
as  directed  by  OBRA  93.   Section  1928(a)(2)(A)  of  the  Social  Security  Act  outlines 
the  obligation  of  the  Federal  Government  to  provide  for  the  purchase  and  delivery 
to  States  of  the  vaccines  for  Federally  vaccine-eligible  children.   When  vaccines  are 
purchased  by  States  using  Section  317  funds  or  other  State  funds,  the  costs 
associated  with  delivery  of  those  vaccines  are  paid  by  the  appropriate  funding 
source. 

The  Secretary  is  obligated  to  provide  for  delivery  of  all  vaccines  purchased 
for  administration  to  Federally  vaccine-eligible  children.   The  statute  does  not 
specify  the  method  of  delivery. 

Mr.  Riggs:   The  vaccine  manufacturers  and  many  of  us  in  Congress  are 
concerned  that  the  VFC  program  is  hurting  industry  research  and  development 
efforts  because  the  private  market  for  vaccines  is  shrinking  dramatically  under 
VFC.   Have  you  completed  the  assessment  requested  by  the  National  Vaccine 
Advisory  Committee  in  this  area?  What  is  the  status  of  that  study?  Have  you  met 
with  the  manufacturers  to  discuss  the  issue? 
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Dr.  Satcher:   The  National  Vaccine  Program  Office,  part  of  the  U.  S. 
Public  Health  Service  (PHS),  entered  into,  and  was  responsible  for,  a  contract  with 
Mercer  Management  Consulting,  Inc.  (Mercer)  in  response  to  the  National  Vaccine 
Advisory  Committee's  (NVAC)  June,  1994,  resolution.   This  resolution  called  for 
the  Secretary  to  "require  a  thorough  analysis,  as  soon  after  October  1,  1994  as 
reliable  data  are  available,  of  the  effect  on  the  statutory  price  limitation  on  research 
and  development  for  new  and  improved  vaccines. "   The  purpose  of  the  contract 
with  Mercer  was  to  develop  an  understanding  of  the  economics  of  the  United  States 
vaccine  industry  and  an  accurate  picture  of  the  effect  of  the  OBRA  1993  legislation 
on  U.S.  manufacturers. 

Mercer  presented  their  final  report  to  the  National  Vaccine  Advisory 
Committee  (NVAC)  at  the  May  1995  meeting.   Despite  the  best  efforts  of  Mercer 
Management  Consulting,  Inc.,  Mercer  was  unable  to  obtain  data  from  vaccine 
manufacturers  about  the  manufacturers'  research  and  development  activities, 
including  costs.   Without  such  critical  data,  Mercer  could  not  make  an  independent 
quantitative  assessment  of  the  effect  of  OBRA  1993  on  the  companies.   Since  these 
data  were  not  available  to  accurately  assess  the  impact  on  research  and 
development,  further  study  could  not  be  undertaken. 

The  Assistant  Secretary  for  Health  has  contacted  vaccine  manufacturers 
about  obtaining  essential  information  about  manufacturers'  research  and 
development  activities.   After  Mercer  was  unable  to  obtain  this  essential  data,  the 
Assistant  Secretary  for  Health  wrote  to  the  vaccine  manufacturers  in  an  attempt  to 
obtain  this  critical  data.   The  Assistant  Secretary  offered  to  work  with  the 
manufacturers  to  determine  a  method  by  which  data  could  be  shared  to  fairly  assess 
the  impact  of  current  vaccine  purchase  practices  on  vaccine  research  and 
development  efforts.   After  sending  this  letter,  the  Assistant  Secretary  for  Health 
called  each  manufacturer  to  further  explore  this  matter.  However,  no  access  to  this 
essential  information  was  provided. 

Vaccine  manufacturers  are  key  partners  in  helping  assure  that  children  are 
safe  from  vaccine-preventable  diseases.   Representatives  from  the  vaccine 
manufacturers  are  members  of  the  National  Vaccine  Advisory  Committee  (NVAC) 
and  The  Advisory  Committee  on  Immunization  Practices  and  actively  participate  in 
meetings,  subcommittee  activities  and  discussions.   Participation  has  included 
specific  discussions  in  the  area  of  vaccine  development  and  research.  In  addition, 
at  the  recent  30th  National  Immunization  Conference,  Dr.  Gordon  Douglas,  Jr.,  M. 
D.,  President,  Merck  Vaccines,  Merck  &  Co,  Inc.,  presented  a  number  of 
proposals  to  discuss  the  future  of  research  and  development  and  other  important 
issues.   We  will  continue  to  foster  these  partnerships  to  help  preserve  and  expand 
our  nation's  vaccine  manufacturing  and  research  capacity. 

It  is  important  to  note  that  vaccine  manufacturers  are  free  to  negotiate  prices 
without  a  price  cap  on  vaccines  introduced  after  May  1993  (DTP/Hib,  Hepatitis  A, 
Varicella,  and  Hepatitis  B-Adolescent)  and  also  to  negotiate  the  maximum  amounts 
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to  be  purchased  off  federal  vaccine  contracts.  Thus,  companies  can  factor  in 
research  and  development  costs  in  these  negotiations.   Also,  the  price  caps  for 
selected  vaccines  were  mandated  by  the  OBRA  93  legislation  that  created  the  VFC 
program. 

VACCINES  FOR  CHILDREN 

Mr.  Riggs:   CDC  acknowledges  that  provider's  fees  in  the  private  sector 
represent  about  60%  of  the  total  cost  of  full  immunization  (about  $40  for  each 
office  visit  and  $15  for  administering  each  dose).   VEC  doesn't  even  address  those 
cost  issues  and  simply  imposes  a  cap  on  the  cost  of  vaccine.  How,  then,  does  VFC 
lower  the  cost  barrier  to  those  who  go  to  private  doctors  without  VFC?  And  how 
do  you  monitor  these  doctors?  How  are  they  enrolled  in  the  program?  Do  you 
know  who  they  are? 

Dr.  Satcher:   Prior  to  the  implementation  of  the  VFC  program,  private 
providers  purchased  vaccine  for  their  patients  at  private  market  prices  which  is  now 
about  $313  for  the  full  series.   VFC  allows  enrolled  providers  to  obtain  free  vaccine 
direcdy  from  the  State  to  serve  eligible  children,  thereby  reducing  the  number  of 
public  clinic  referrals.   Under  the  VFC  program,  the  administration  fee  for  some 
parents  may  be  waived  or  reduced.   Physicians  who  receive  publicly  purchased 
vaccine  cannot  deny  immunization  because  of  a  parent's  inability  to  pay  a  vaccine 
administration  fee. 

States  have  made  significant  progress  enrolling  providers  into  the  VFC 
program.   The  80%  increase  in  enrollment  in  the  program's  first  year  reflects  the 
public  and  private  sectors'  support  of  the  program.   As  of  November  1995, 
approximately  36,000  public  and  private  provider  sites  were  enrolled.   Over  26,000 
of  these  sites  are  in  the  private  sector,  with  many  of  these  involving  multiple 
physicians. 

CDC  has  allowed  States  the  flexibility  to  establish  and  target  their  own 
enrollment  efforts.   CDC  has  not  mandated  a  "one  size  fits  all"  approach  to 
program  enrollment.   The  creativity  employed  by  States  has  resulted  in  the  80% 
increase  in  enrollment.   Also,  States  are  effectively  targeting  enrollment.   An 
evaluation  of  New  York  State's  VFC  program  demonstrated  that,  soon  after  the 
program  began,  86%  of  the  Medicaid  providers  who  had  submitted  a  minimum  of 
1,000  claims  for  vaccines  in  1993  were  enrolled  in  VFC. 

Every  State  maintains  a  database  of  providers  enrolled  in  VFC.   Each  State 
is  responsible  for  the  recruitment,  enrollment,  and  registry  of  VFC  providers.   This 
information  is  maintained  at  the  State  level,  not  by  CDC. 

Mr.  Riggs:   The  literal  interpretation  of  the  VFC  language  is  that  vaccine 
manufacturers  must  absorb  delivery  costs  within  the  capped  Federal  price,  and  this 
is  how  the  cost  of  the  entitlement  program  was  estimated  and  scored  by  CBO. 
Neither  Congress  nor  the  Congressional  Budget  Office  contemplated  that  VFC 
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distribution  costs  would  be  covered.   There  is  a  major  question  about  CDC's 
authority  to  contract  with  and  pay  for  distribution  to  providers  under  the  VFC 
program.   However  you  are  contracting  out  for  distribution.   Under  what  authority? 
How  much  are  those  costs  over  and  above  what  CBO's  estimates  were?  Do  you  in 
fact  actually  know  the  entire  cost  of  the  VFC  program? 

Dr.  Satcher:  The  OBRA  93  requires  the  Secretary  to  both  purchase  vaccine 
for  administration  to  Federally  vaccine-eligible  children  and  to  provide  for  its 
delivery.   Specifically,  section  1928(a)(2)(A)  of  the  Social  Security  Act  mandates 
that  "the  Secretary  shall  provide... for  the  purchase  and  delivery  [of  VFC  vaccines] 
on  behalf  of  each  State. . . ,  without  charge  to  the  State. "  With  the  mandate  to 
provide  for  the  delivery  of  the  vaccine,  the  Secretary  is  given  the  discretion  of 
choosing  the  method  for  delivery  of  the  vaccine. 

Each  State  is  awarded  funding  for  VFC  vaccine  distribution.   For  FY  1996, 
CDC  awarded  about  $10  million  to  the  States  for  VFC  vaccine  distribution.   States 
that  choose  to  join  the  proposed  vaccine  distribution  contract,  that  will  be  awarded 
to  a  private  sector  firm,  will  use  the  funding  they  are  awarded  for  distribution  to 
participate  in  this  contract. 

In  FY  1995,  actual  CDC  expenditures  for  the  VFC  program  were 
$265,922,000  for  the  first  year  of  the  program.   For  the  first  6  months  of  FY  1996, 
actual  CDC  expenditures  for  the  VFC  Program  were  $121,715,836. 

Mr.  Riggs:  In  some  States  such  as  Rhode  Island,  New  Hampshire  and 
Delaware,  the  State  has  set  up  a  trust  fund  as  a  surrogate  for  private  insurance 
companies  to  enable  them  to  obtain  access  to  pediatric  vaccines  at  the  CDC  below- 
market  prices.   The  insurers  pay  into  a  fund.   The  States  use  the  money  to  buy 
vaccines  for  private  companies  at  VFC-capped  prices— thus  subsidizing  the 
insurance  industry,  inflating  their  profit  margins,  at  the  expense  of  the  vaccine 
industry.   Was  VFC  contemplated  as  a  subsidy  to  the  insurance  industry?  What  is 
your  reaction? 

Dr.  Satcher:   States  are  not  allowed  to  order  unlimited  amounts  of  vaccine 
using  federal  funds  through  the  VFC  program.   States  are  only  allowed  to  purchase 
enough  vaccine  to  cover  their  estimated  VFC-eligible  population.   Some  States  are 
providing  vaccine  using  State  resources  for  State  vaccine  eligible  children,  as 
allowed  by  OBRA  93.   These  States  are  referred  to  as  universal  purchase  States.   In 
a  very  small  number  of  universal  purchase  States,  insurers  may  donate  funds  to  the 
State  general  revenue  fund.   As  in  all  universal  States,  the  State  then  purchases 
VFC  vaccine,  using  State  resources,  for  State-eligible  children. 

Mr.  Riggs:   Before  VFC,  and  even  now,  programs  to  immunize  low-income 
children  existed  and  were  successful. 

1)  Under  Medicaid,  all  children  under  age  6  whose  families  are  at  or  below  133% 
of  the  federal  poverty  level  can  be  vaccinated  for  free. 

2)  Under  section  317  of  the  Public  Health  Service  Act  any  child  may  be  vaccinated 
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for  free  in  a  public  health  clinic.   Over  the  last  four  years  that  program's  funding 
has  quadrupled  and  amounted  to  over  $700  million  for  vaccine  purchase  and  almost 
$400  million  for  grants  to  states  to  set  up  plans  to  increase  immunization  rates. 
These  grants  provided  expanded  clinic  hours  and  staff,  education  and  outreach, 
registries  and  tracking  systems  and  links  to  other  programs. 
3)  12  states  used  state  money  and  317  money  to  provide  free  vaccine  to  all 
providers  for  everyone. 
What  does  VFC  add? 

Dr.  Satcher:   The  VFC  program  assures  that  necessary  funding  will  be 
available  to  support  new  vaccines  and  new  vaccine  combinations  as  recommended 
by  the  ACIP.  The  VFC  program  saves  money  by  purchasing  vaccine  for  Medicaid 
programs  at  federal  contract  prices  and  not  the  higher  commercial  prices  which 
States  were  previously  paying.   Specifically,  Medicaid  would  be  paying  $313  for 
the  full  series  of  vaccines.   Under  VFC,  this  same  series  costs  $164.   The  VFC 
program  increases  childrens'  access  to  health  care  providers  by  enrolling  providers 
now  willing  to  serve  eligible  children  because  they  receive  public  vaccine.   In  turn, 
this  reduces  private  referrals  to  public  clinics  and  promotes  comprehensive  health 
care.   The  VFC  program  promotes  cooperation  between  the  public  and  private 
health  care  sectors. 

Immunization  funding  through  Section  317  of  the  Public  Health  Service  Act 
has  increased  from  $341  million  in  FY  1993  to  $468  million  in  FY  1996,  an 
increase  of  37  percent  over  4  years.   These  funds  provide  resources  so  States  can 
begin  establishing  critical  disease  prevention  activities  and  build  a  comprehensive 
system  to  assume  that,  by  the  year  2000,  our  Nation's  children  will  be  fully 
protected  from  vaccine-preventable  diseases. 

Mr.  Riggs:   What  has  it  done? 

Dr.  Satcher:   The  VFC  program  is  an  essential  component  of  a  broader 
initiative  to  build  a  comprehensive  and  sustainable  immunization  system  by  the  year 
2000  to  protect  our  nation's  children  from  vaccine-preventable  diseases.   Much  has 
been  accomplished  in  the  approximately  1  1/2  years  of  VFC  operations.   The  VFC 
program  has  enrolled  about  36,000  provider  sites.  Many  of  these  sites  have 
multiple  providers.   The  VFC  program  has  allowed  14  States  to  privatize  all  or  a 
part  of  their  systems  for  vaccine  distribution.   The  VFC  program  has  improved 
linkages  between  State  public  health  and  Medicaid  programs.   States  report  that  the 
VFC  program  has  reduced  the  referral  of  children  from  private  providers  to  public 
clinics,  reducing  missed  opportunities  and  barriers  such  as  vaccine  costs.  VFC  also 
has  guaranteed  coverage  for  newly  recommended  vaccines,  such  as  chickenpox. 
The  annual  savings  to  State  Medicaid  programs  is  estimated  at  $126  million  as  a 
result  of  the  VFC  program.   States  are  using  these  savings  to  improve  immunization 
rates  or  address  other  State  needs. 

Mr.  Riggs:   Why  is  it  needed? 
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Dr.  Satcher:   The  VFC  program  remains  an  important  component  of  the 
Childhood  Immunization  Initiative  (CD).   It  provides  funding  and  a  vaccine 
purchase  and  distribution  system  that  is  critical  to  the  States  and  to  public  and 
private  health  care  providers  as  evidenced  by  their  strong  endorsement  of  the 
program.   The  VFC  program  is  a  key  component  of  the  CII,  with  the  goal  of 
attaining  and  sustaining  national  coverage  of  90  percent  of  children  fully  immunized 
by  the  year  2000.  The  VFC  assures  access  to  vaccines,  saves  money,  allows  States 
flexibility  in  program  operations,  improves  communication  between  the  public  and 
private  health  care  sectors,  and  much  more. 

VACCINES  FOR  CHILDREN 

Mr.  Riggs:   GAO  found  that  your  Department  (CDC)  cannot: 

1)  gauge  who  are  enrolled  providers 

2)  ensure  that  the  program  will  serve  only  entitled  children 

3)  ensure  that  providers  will  serve  only  entitled  children. 
It  further  found  that  you  can't  distinguish  between  the  number  of  children 
immunized  and  the  number  of  doses  distributed. 

GAO  also  found  that  the  program's  effect  can  never  really  be  assessed 
because  important  baseline  data  was  never  collected  at  the  outset  and  because  other 
existing  efforts  to  improve  immunization  were  already  under  way.   All  of  this 
means  we  can't  trace  federal  dollars  and  who  it  is  being  spent  on  or  whether  it  is 
doing  any  good.  What  is  your  answer  to  the  GAO  findings?  At  a  time  of  scarcity, 
shouldn't  we  shut  the  VFC  down  and  focus  our  efforts  on  existing  immunization 
programs  that  we  know  work? 

Dr.  Satcher:   The  GAO  review  included  several  fundamental  flaws.   For 
example,  GAO  staff  made  little  effort  to  seek  or  to  report  the  views  of  private 
physicians  and  associated  organizations.   Since  VFC  operates  through  public  clinics 
and  private  providers,  this  was  a  serious  deficiency  in  the  report.   In  addition,  GAO 
concluded  its  data  gathering  5  months  after  the  program  started,  and  did  not 
acknowledge  significant  program  accomplishments.   New  programs,  especially 
those  of  such  complexity  as  VFC,  require  time  and  experience  to  put  processes  in 
place.   The  American  Academy  of  Pediatrics  and  the  Association  of  State  and 
Territorial  Health  Officials  have  strongly  supported  the  VFC  Program. 

Accountability  is  an  essential  component  of  the  VFC  program.   States  are 
primarily  responsible  for  vaccine  management.   States  have  extensive  experience 
with  vaccine  ordering,  storage,  inventory,  shipping  and  handling  and  are  more 
aware  of  local  circumstances  and  provider  practices  than  would  be  the  federal 
government.   Each  State  has  submitted  its  accountability  plan  to  CDC,  and  the 
approaches  are  varied.   For  example,  38  States  and  the  District  of  Columbia  will 
require  vaccine  usage  reports  as  part  of  their  accountability  plan. 

CDC  was  reluctant  to  impose  "one  size  fits  all"  accountability  restrictions 
upon  States,  as  GAO  suggested.   The  GAO  approach  would  have  required  private 
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physicians  and  other  providers  to  fill  out  and  send  in  over  14  million  pieces  of 
paper  a  year.   In  fact,  an  HHS  Inspector  General  report  and  private  provider 
organizations  warned  us  that  excessive  paperwork  would  prevent  physicians  from 
enrolling  in  the  program. 

The  consensus  is  that  the  problem  of  providing  a  sustainable  immunization 
system  in  the  United  States  is  multi-faceted,  and  the  best  strategy  is  a 
comprehensive  approach  which  attacks  the  problem  simultaneously  from  multiple 
perspectives.   The  strategy  adopted  by  the  Childhood  Immunization  Initiative  (CII) 
is  a  five  part  program  designed  to  tackle  multiple  causes  simultaneously.   The  VFC 
program  is  an  essential  element  in  maintaining  a  sustainable  system  of  providing 
vaccines  in  an  increasingly  complex  environment  (such  as  newly-licensed  vaccines 
and  newly  added  cohorts  of  children).   Each  component  of  the  CII,  including  VFC, 
is  important  to  assure  that  we  reach  90%  coverage  and  that  we  sustain  these 
achievements  for  future  cohorts  of  children. 

Mr.  Riggs:  While  the  VFC  has  imposed  low  price  caps  on  the  purchase 
price  of  vaccine,  some  administration  fees  appear  generous  as  compared  to  other 
government-funded  immunization  programs.   For  instance,  in  Maryland  the  State 
Medicaid  program  reimburses  fee-for-service  providers  $10  per  dose  while  HCFA 
allows  $15.49  per  dose 

-more  than  50%  more  than  the  State  program.  Doesn't  such  a  situation  induce 
providers  to  use  the  Federal  program  or  to  bend  the  rules  to  use  the  higher  payment 
rate? 

Dr.  Satcher:  The  Omnibus  Budget  Reconciliation  Act  of  1993  (OBRA) 
extended  existing  negotiated  vaccine  contract  prices  to  a  newly  eligible  cohort  of 
uninsured,  underinsured  and  Native  American  children.   OBRA  93  also  required 
that  administration  fee  caps  be  established.  The  administration  fee  caps  were 
initially  established  on  "usual  charge"  data  provided  by  the  American  Academy  of 
Pediatrics  because  cost-based  data  did  not  exist.   To  develop  such  data,  HCFA  has 
undertaken  a  study  to  estimate  actual  provider  costs  and  hopes  to  base  future  fee 
caps  on  these  costs.   The  study  should  be  completed  in  the  summer  of  1996.   Also, 
the  fee  caps  are  maximums  and  do  not  necessarily  reflect  the  actual  charges  being 
passed  on  to  patients. 

Under  the  VFC  program,  the  administration  fee  for  many  parents  may  be 
waived  or  reduced.   Physicians  who  receive  publicly  purchased  vaccine  cannot  deny 
immunizations  because  of  a  parent's  inability  to  pay  a  vaccine  administration  fee. 

The  VFC  program  has  already  proven  to  be  cost  effective  for  State 
taxpayers.   Before  VFC,  State  Medicaid  programs  reimbursed  providers  for  vaccine 
acquired  at  much  higher  commercial  prices.   The  CDC  negotiated  contract  price  for 
the  full  series  of  vaccines  is  $164  compared  to  the  commercial  price  of  $313. 
Purchasing  Medicaid  vaccine  from  the  CDC  contracts  has  allowed  States  to  realize 
substantial  Medicaid  savings.   California  is  reinvesting  savings  of  about  $20  million 
a  year  to  improve  childhood  immunization  rates.  Michigan  has  freed-up  several 
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million  dollars  in  State  funding  for  other  important  activities. 

Mr.  Riggs:   When  the  states  were  first  surveyed  for  the  VFC  eligible 
population  within  their  states,  the  original  data  they  received  was  wildly  inaccurate 
with  some  states  estimating  more  than  double  their  total  child  population.   Has 
CDC  requested  that  the  states  resubmit  more  accurate  population  profiles?  If  so, 
would  you  please  provide  them  to  this  Committee  so  that  we  can  have  an  accurate 
picture?  If  you  have  not  ordered  a  new  profile,  why  not? 

Dr.  Satcher:   VFC  is  implemented  by  the  States.   The  CDC  has  given  each 
State  considerable  flexibility  in  determining  how  to  manage  key  parts  of  their 
program.   Vaccine  accountability  is  a  key  part  and  is  considered  by  CDC  to  be  a 
primary  responsibility  of  each  State.   CDC  recognizes,  however,  that  each  State's 
circumstances  are  different  and  require  each  State  to  determine  how  best  to  assure 
that  VFC  vaccine  is  used  solely  for  VFC  eligible  children. 

When  first  gearing  up  for  VFC  implementation,  States  queried  providers  for 
estimates  of  children  by  eligibility  category  to  develop  State  profiles.   The  results 
were  then  simply  tallied  and  transmitted  to  CDC.   We  recognize  the  importance  of 
fine  tuning  these  estimates  and  CDC  has  requested  that  States,  as  they  gain  program 
experience,  review  profile  information  for  accuracy  to  further  enhance  program 
effectiveness. 

On  an  annual  basis,  CDC  also  collects  and  analyzes  other  survey  data  from 
the  States  on  the  number  of  children  to  be  served  by  VFC.   These  aggregate  data 
are  consistent  with  the  size  of  the  birth  cohort  and  CDC  national  and  State  analyses 
of  vaccine  purchase  patterns  indicate  that  VFC  vaccine  use  is  appropriate. 

VACCINES  FOR  CHILDREN 

Mr.  Riggs:  In  January  of  1995  your  department  issued  a  report  called 
"Childhood  Immunization  Initiative  State  Profiles"  in  which  they  estimated  that 
26.3  million  children  age  5  and  under  could  benefit  from  the  VFC  program.   Yet 
according  to  the  U.S.  Census  Bureau  there  are  only  19.7  million  in  the  age  group  in 
the  entire  U.S.  This  sounds  like  stunning  evidence  that  there  is  no  accountability  in 
this  VFC  entitlement  program.   Do  you  know  how  many  children  are  eligible? 
How  many  are  getting  benefits? 

Dr.  Satcher:   The  error  to  which  your  question  eludes  stems  from  a  series  of 
State  profiles  in  which,  due  to  a  clerical  error,  a  zero  was  added  to  the  number  of 
children  believed  eligible. 

From  the  CDC  "Population  Estimates  and  Projected  Vaccine  Needs  Survey, 
FY  1996",  the  States  and  Projects  estimated  that  35,252,176  children  aged  0-18 
would  be  eligible  for  VFC,  representing  49%  of  all  children  0-18.   About  4  million 
children  are  born  each  year,  and  most  immunizations  are  required  by  a  child's 
second  birthday.   While  it  would  be  difficult  to  measure  the  exact  number  of 
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children  receiving  vaccine  through  the  VFC  program,  an  analysis  of  vaccine 
purchasing  patterns  indicates  that  VFC  vaccine  usage  is  in  proportion  to  estimates 
of  populations  to  be  served. 

Mr.  Riggs:   Dr.  C.  Everett  Koop,  former  Surgeon  General  points  out: 
"There  are  1 1  States  that  now  purchase  all  the  vaccine  needed  by  the  children  in 
their  State  and  they  make  it  available  free  to  all  their  people,  yet  the  compliance 
with  vaccination  in  those  States  is  no  better  than  the  rest  of  the  country." 
Given  those  facts,  do  you  firmly  believe  that  this  VFC  program  can  actually 
succeed?  Or  are  we  just  throwing  money  at  a  situation  that,  if  it  is  going  to  be 
improved,  requires  education,  attitudes,  and  accountability.   If  we  need  anything,  it 
is  modifying  existing  programs,  not  setting  up  a  parallel  program. 

Dr.  Satcher:   The  VFC  program  is  an  essential  component  of  a  broader 
initiative  that  will  build  a  comprehensive  and  sustainable  immunization  system  by 
the  year  2000  to  protect  our  nation's  children  from  vaccine-preventable  diseases. 
Significant  progress  has  been  made  in  the  implementation  of  the  VFC  program. 
States  are  reporting  many  examples  of  achievements  including  provider  enrollment, 
taxpayer  savings,  vaccine  delivery,  guaranteed  and  quicker  access  to  vaccines, 
public/private  sector  cooperation,  and  many  others.   For  example,  New  York  State 
reports  that  referrals  to  public  clinics  for  immunizations  have  declined  by  5 1  % . 
Michigan  reports  that  the  number  of  Medicaid  immunizations  administered  between 
1994  and  1995  increased  by  63,000  doses.  Texas  reports  a  $4  million  Medicaid 
savings  since  the  inception  of  the  VFC  program,  and  Kansas  reports  a  vaccine  cost 
savings  of  $300,000.   Other  examples  of  progress  and  benefits  of  the  VFC  program 
are  being  reported  from  many  States.   The  success  of  the  VFC  program  is  further 
reflected  by  the  fact  it  is  strongly  endorsed  by  the  American  Academy  of  Pediatrics, 
the  Association  of  State  and  Territorial  Health  Officials,  and  others. 

Based  on  the  most  recent  National  Immunization  Survey  data,  immunization 
coverage  rates  for  the  4DTP/30PV/1MMR  series  are  generally  higher  for  the 
universal  purchase  States  than  other  States.   For  example,  9  of  the  12  States  that 
were  universal  prior  to  implementation  of  the  VFC  program  had  immunization 
coverage  rates  higher  than  the  national  average  of  75  % .  Further,  8  of  the  12  had 
immunization  rates  of  79  %  or  higher. 

Mr.  Riggs:   The  VFC  program  has  little  in  the  way  of  controls  over  who 
provides  the  vaccine  and  who  actually  gets  it.   Anecdotal  evidence  suggests  that 
fraud  and  abuse  is  rife.   Who  are  the  enrolled  providers?  Do  you  know  on  a  State- 
by-State  basis?  Please  provide  us  with  that  information.   We  understand  that  there 
is  a  widespread  practice  of  deputizing  doctors  so  that  they  can  give  the  vaccine  to 
anyone.   And  while  the  law  provides  VFC  vaccine  only  to  the  poor  and  uninsured 
there  is  reporting  that  providers  provide  the  vaccine  even  if  someone  is  insured 
simply  because  the  insurance  policy  has  a  deductible.   Can  you  comment? 

Dr.  Satcher:   Every  State  maintains  a  database  of  providers  enrolled  in 
VFC.   Each  State  is  responsible  for  the  recruitment,  enrollment  and  registry  of 
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VFC  providers.   This  information  is  maintained  at  the  State  level,  not  by  CDC. 

Underinsured  children  are  defined  as  those  whose  insurance  does  not  cover 
immunizations.   This  definition  does  not  include  children  whose  insurance  includes 
immunization  as  a  covered  benefit  but  have  not  yet  satisfied  the  deductible. 
Underinsured  children  are  only  eligible  through  the  VFC  program  if  immunized  at  a 
Federally-Qualified  Health  Center  (FQHC)  or  Rural  Health  Clinic  (RHC).   At  the 
local  level,  FQHC/RHC's  may  choose  to  deputize  local  physicians  to  provide  VFC 
vaccine  to  underinsured  children.   This  is  solely  a  State  or  local  decision.   Such 
deputization  is  not  a  widespread  practice,  although  it  may  be  occurring  in  some 
local  areas.   On  the  State  level,  only  Oklahoma  has  deputized  physicians  to  provide 
VFC  vaccine  to  underinsured  children. 

Mr.  Riggs:   We  hear  the  VFC  program  has  major  problems  in  setting  up 
distribution  systems  in  the  States.  How  many  distribution  systems  are  up  and 
running?  What  States  don't  have  them?    For  example,  I  understand  that  the 
distributor  you  contracted  in  California  is  out  of  business.   What  is  going  on? 

Dr.  Satcher:   VFC  vaccine  is  being  delivered  to  virtually  every  provider 
who  would  like  to  receive  it.   Currently,  all  States  are  delivering  VFC  vaccine  to 
enrolled  public  sector  providers  (about  one  half  of  the  vaccine  used  in  the  country). 
As  of  May  1996,  46  States  were  delivering  VFC  vaccine  to  enrolled  private 
providers.   Two  additional  States  have  signed  contracts  with  commercial 
distribution  companies.   The  two  remaining  States  without  distribution  in  the 
private  sector,  Indiana  and  New  Jersey,  have  asked  CDC  to  provide  a  distribution 
mechanism  in  their  States.   The  CDC  plans  to  enter  into  a  private  sector  distribution 
contract.   When  this  contract  is  in  place,  a  relatively  small  number  of  States  (less 
than  10)  are  expected  to  choose  to  use  this  delivery  option.   Potential  bidders  for 
the  delivery  contract  include  vaccine  manufacturers  and  commercial  distributors. 

The  current  distributor  for  private  sector  providers  in  California  is  Bond 
Wholesale.   Bond  did  not  go  out  of  business.   They  were  recently  acquired  by 
Henry  Schein,  a  large  distribution  and  pharmaceutical  company. 
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CHRONIC  FATIGUE  SYNDROME 

Mr.  Wicker:   Abnormalities  of  persons  with  Chronic  Fatigue  and  Immune 
Dysfunction  Syndrome  seen  with  magnetic  Resonance  Imaging  and  Single  Photon 
Emission  Computed  Tomography  scans  of  the  brain  seem  to  have  been  helpful  to  a 
number  of  Mississippians  who  have  the  disease  in  terms  of  diagnosis  and  treatment. 
I  know  that  in  the  CDC's  most  recent  booklet  "The  Facts  About  Chronic  Fatigue 
Syndrome"  published  in  March  of  1995  that  preliminary  reports  to  support  this 
technique  had  not  yet  been  confirmed.   Consequently,  the  report  declines  to 
recommend  diagnostic  imaging  techniques  in  diagnosing  and  treating  the  disease. 

Most  insurance  program  will  not  pay  for  MRIs  or  SPECT  scans  on  CFIDs 
patients  based,  in  part,  on  this  1995  report.   Have  follow-up  studies  been  done 
since  the  release  of  the  report?  If  not,  I  would  hope  the  CDC  would  lead  the  effort 
in  assessing  these  preliminary  studies  and  make  the  appropriate  recommendations  as 
soon  as  possible. 

Dr.  Satcher:   The  Centers  for  Disease  Control  and  Prevention  does  not 
recommend  the  use  of  neuroimaging  tests  (including  magnetic  resonance  imaging 
scans,  single-photon  emission  computed  tomography  and  positron  emission 
tomography)  for  the  specific  purpose  of  diagnosing  chronic  fatigue  syndrome 
(CFS).   These  tests  may  be  useful  to  confirm  or  exclude  other  etiologic  possibilities 
for  patients'  symptoms  but  cannot  confirm  or  exclude  the  diagnosis  of  CFS.   This 
recommendation  was  endorsed  by  CDC  and  the  International  CFS  Study  Group 
(Ann  Int  Med  1994;121:953-959).   No  new  data  has  been  published  in  the  peer 
reviewed  literature  which  would  change  this  recommendation. 

Several  investigators  have  published  anecdotal  reports  of  abnormalities  on 
MRI  or  SPECT  scans  of  CFS  patients.   These  are  quite  subtle  abnormalities  which 
do  not  fit  a  distinctive  diagnostic  pattern.  No  study  has  compared  "blinded" 
interpretation  of  such  neuroimaging  studies  of  rigorously  defined  and  classified  CFS 
patients  and  appropriately  selected  and  matched  controls. 

A  variety  of  investigators,  including  CDC  are  pursuing  the  hypothesis  that 
CFS  may  result  from  subtle  neuro/endocrine  abnormalities.   Thus,  neuroimaging 
studies  may  be  important  in  setting  protocol-based  research.   The  fact  that  such  tests 
are  investigational  and  do  not  aid  in  diagnosis  or  management  should  be  explained 
to  patients. 


230 


NHANES 

Mr.  Stokes:   The  budget  request  includes  an  $1 1  million  increase  for  the 
National  Health  and  Nutrition  Examination  Survey  (NHANES).   How  critical  is 
this  survey  to  the  prevention  and  control  of  disease?  To  what  extent  do  other 
organizations  depend  on  the  results  of  the  survey?  When  was  the  first  survey 
conducted,  and  how  often  should  it  be  conducted? 

Dr.  Satcher:   NHANES  provides  unique  information  from  direct  physical 
examinations,  biochemical  measures,  and  nutritional  analysis  from  a  large, 
representative  sample  of  persons.   This  survey  is  an  important  part  of  national 
surveillance  capability  for  infectious  diseases,  behavioral  and  environmental  risk 
factors  to  health,  undiagnosed  preventable  illnesses,  food  safety,  nutritional  status, 
and  other  critical  health  measures. 

The  National  Health  and  Nutrition  Examination  Survey  is  a  collaborative 
effort  designed  to  address  the  information  needs  of  many  organizations.  The  most 
recent  NHANES  program  involved  collaborative  research  interests  of  six  NTH 
Institutes,  the  Food  and  Drug  Administration,  the  Health  Resources  and  Services 
Administration,  the  Environmental  Protection  Agency,  the  Social  Security 
Administration,  the  U.S.  Department  of  Agriculture,  and  others  in  the  Public 
Health  Service. 

Examples  of  important  uses  of  NHANES  include: 

•  The  number  of  overweight  children  and  adolescents  in  the  United  States 
more  than  doubled  in  the  past  decade,  from  5  to  11  percent  of  those  6-17 
years  old.   These  data  along  with  similar  findings  in  adults  has  caused  the 
public  health  and  medical  research  communities  to  redouble  efforts  to  better 
understand  the  underlying  causes  of  this  problem  and  attempt  to  bring  it 
under  control. 

•  The  most  recent  NHANES  provided  the  first  national  estimates  of  the 
prevalence  of  osteoporosis  among  women  50  years  and  older;  17-20  percent 
or  approximately  6-7  million  women.  These  results  have  stimulated 
discussion  among  public  and  private  health  professionals  concerning 
prevention  strategies.   Work  is  underway  to  present  the  prevalence  in  men  as 
well. 

•  Baseline  data  from  NHANES  will  provide  a  basis  of  comparison  for  recent 
decisions  by  the  FDA  affecting  the  food  supply,  such  as  folate  fortification 
and  approval  of  the  fat  substitute,  Olestra.   The  next  NHANES  will  be  the 
only  means  to  monitor  important  biological  changes  that  could  give  early 
warning  if  important  changes  are  occurring. 

•  NHANES  data  provide  information  on  the  distribution  of  viruses  in  the 
population  and  data  on  immunization  status.   These  data  assist  the  National 
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Center  for  Infectious  Disease  and  the  National  Immunization  Program  in 
developing  immunization  strategies  for  preventing  infection  and  eliminating 
the  spread  of  hepatitis  B  virus  in  the  U.S. 

The  first  survey  was  conducted  in  1959  as  the  Health  Examination  Survey 
and  expanded  in  1970  when  a  nutritional  component  was  added.   NHANES  was 
most  recently  conducted  from  1988-94.   The  FY  1997  request  provides  for  a  return 
of  NHANES  to  active  data  collection  in  1998,  and  to  continue  thereafter  as  an 
ongoing,  continuous  monitoring  survey.   Moving  to  continuous  operation  provides 
a  flexible  mechanism  for  providing  information  on  the  prevalence  of  conditions  and 
diseases;  for  evaluating  the  success  of  health  and  nutrition  programs;  for  developing 
strategies  for  prevention  and  targeting  resources  to  the  most  vulnerable  groups;  for 
monitoring  population  exposures  to  potentially  toxic  substances;  for  monitoring 
nutritional  status;  for  identifying  emerging  health  and  nutrition  related  problems; 
and  for  developing  food  fortification  policies. 

INJURY 

Mr.  Stokes:   What  is  the  mission  of  the  Injury  Control  program?  I 
understand  that  5  percent  of  the  Injury  Control  funds  focus  on  firearms,  the  other 
95  percent  are  focused  on  other  injuries.  Provide  a  list  of  the  major  categories  of 
injuries  studied  for  the  record. 

Dr.  Satcher:   In  1983,  the  National  Academy  of  Sciences,  in  a  study 
requested  by  Congress  on  injury  control  in  the  United  States,  determined  that  the 
field  needed  a  leader  that  could  fund  and  conduct  research  in  injury  prevention, 
coordinate  the  work  being  done  in  the  field,  and  promote  professional  education  and 
training  in  injury  prevention.   The  Academy  recommended  the  creation  at  CDC  of  a 
national  injury  control  center  to  provide  this  leadership.  CDC  has  been  studying 
unintentional  injuries  since  1970  and  added  violence  prevention  to  its  purview  in 
1983.   In  1992,  then  Secretary  Sullivan  approved  the  creation  of  the  National 
Center  of  Injury  Prevention  and  Control. 

NCIPC's  mission  is  to  provide  leadership  in  preventing  and  controlling 
injuries  by  reducing  the  incidence,  severity,  and  adverse  outcomes  of  injury.   We 
achieve  this  mission  through  research,  surveillance,  implementation  and  evaluation 
of  programs,  and  communications. 

To  ensure  coordination  and  avoid  duplication,  CDC  hosts  three  yearly 
meetings  of  the  Department  of  Health  and  Human  Services  Secretary's  Advisory 
Committee  for  Injury  Prevention  and  Control  that  includes  representatives  of 
federal  agencies  and  private  organizations  with  an  interest  in  injury  control.   This 
advisory  committee  reviews  grant  program  announcements  and  makes  funding 
recommendations  to  avoid  duplication  in  federal  spending  for  injury  control 
programs.  The  advisory  committee  reports  directly  to  the  Secretary  of  the 
Department  of  Health  and  Human  Services. 
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With  the  expertise  of  specialists  in  epidemiology,  prevention,  biomechanics, 
treatment,  and  rehabilitation,  and  public  health  practice,  CDC  is  uniquely  structured 
to  develop  the  science  that  will  serve  as  the  basis  for  prevention  strategies  in  all 
areas  of  injury  control,  including  injuries  resulting  from  motor  vehicle  crashes, 
falls,  fires  and  burns,  drownings,  poisonings,  assault,  and  suicide  behavior.   Let  me 
clarify  that  CDC,  the  nation's  prevention  agency,  is  the  only  federal  agency  whose 
primary  concern  in  the  areas  of  violence  prevention  and  transportation  related 
injuries  is  in  improving  the  public  health  and  well-being  of  the  American  people. 
The  Departments  of  Justice  and  Transportation,  while  also  concerned  about 
prevention  and  public  safety,  do  not  have  public  health  as  their  primary  mission. 

Injuries,  like  other  diseases  studied  at  CDC,  are  approached  using  the  public 
health  model  I  illustrated  during  my  testimony.   First,  by  identifying  the  magnitude 
of  the  problem  through  surveillance.  Second,  by  identifying  risk  factors 
contributing  to  injuries.  Third,  by  developing  interventions  to  reduce  the  problem, 
and  Fourth,  by  implementing  interventions  in  the  community  and  evaluating  their 
effectiveness.  Major  categories  of  injuries  studied  at  CDC  include: 

Unintentional  Injury 

NCIPC's  research  and  prevention  programs  target  two  types  of  unintentional  injury: 
(1)  those  related  to  motor  vehicle  transportation  and  (2)  those  that  take  place  in  the 
home  and  during  leisure  activities.  In  the  area  of  motor  vehicle  injuries,  NCIPC 
works  to  prevent  injuries  from  motor  vehicle  crashes  especially  related  to 
pedestrians,  bicycle-and  motorcycle-related  head  injuries,  and  impairments  due  to 
reduced  functional  ability  and  alcohol.   NCIPC  programs  in  the  home  and  leisure 
arena  focus  on  residential  tires,  playground  injuries,  falls  among  the  elderly,  and 
recreational  sports.   Activities  include: 

o  Motor  Vehicle  Injuries 

o  Home  and  Leisure  Related  Injuries 

Intentional  Injury 

NCIPC's  science-based  approach  to  violence  works  to  prevent  violent  behavior 
before  it  takes  place.   NCIPC's  research  and  prevention  programs  are  targeted  in 
the  following  areas: 

o  Youth  Violence  Prevention 

o  Suicide  Prevention 

o  Prevention  of  Family  and  Intimate  Violence 


Acute  Care,  Rehabilitation,  and  Disability.  Prevention 

NCIPC  works  to  control  the  devastating  effects  of  injuries:  improving  acute  care 
systems,  obtaining  emergency  department  data,  and  preventing  disabilities. 
Activities  include: 


233 


o  Acute  Care 

-  Trauma  Registries 

-  Emergency  Department  Data 

-  Trauma  Care  Systems  Evaluation  and  Development 

-  Prevention  in  the  Acute  Care  Setting 

o  Rehabilitation  and  Disability  Prevention 

-  Traumatic  Brain  and  Spinal  Cord  Injury  Surveillance 

-  Prevention  of  Secondary  Disabilities 

Mr.  Stokes:  I  have  heard  some  organizations  question  that  agency's 
involvement  in  injury  prevention  and  control.  For  the  record,  why  is  CDC 
involved  in  this  area? 

Dr.  Satcher:   CDC  is  involved  in  this  area  because  injury  is  an  important 
threat  to  public  health,  just  like  many  chronic  and  infectious  diseases,  including 
sexually  transmitted  diseases,  cancer,  and  heart  disease  and  immunizable  diseases 
such  as  polio,  small  pox,  malaria,  and  now  hepatitis.   The  greatest  tragedy  is 
knowing  that  injuries  kill  and  disable  more  children  in  this  country  than  any  other 
illness  or  disease  -  yet  the  vast  majority  are  preventable  and  predictable. 

Injuries  are  not  accidents— they  do  not  happen  by  chance.   Injuries  kill  more 
than  45,000  Americans  and  disable  72,000  annually—at  a  cost  to  the  Nation  of  more 
than  $224  billion.  Unintentional  injuries  addressed  by  the  CDC  account  for  88,000 
injury  deaths  each  year,  including  those  from  falls,  poisoning,  fires  and  bums, 
drowning  and  motor-vehicle  crashes.   Another  56,000  of  the  145,000  injury  deaths 
each  year  are  violence-related.   Among  more  than  the  30,000  suicide  deaths  each 
year,  over  18,000  are  committed  with  firearms;  more  than  17,000  cf  almost  25,000 
homicides  are  committed  with  a  firearm;  and  another  1,400  firearm  injury  deaths 
are  from  unintentional  shootings.  Clearly,  the  scope  of  the  injury  problem  deserves 
the  attention  of  the  CDC  —  the  nation's  prevention  agency. 

Like  other  public  health  problems,  injuries  follow  a  pattern.   I  have 
addressed  CDC's  public  health  model  during  my  testimony.   By  identifying  the 
risks  for  injury,  it  is  possible  to  learn  to  predict  and  prevent  it.   As  practitioners  of 
public  health,  scientists  at  NCIPC  approach  the  problem  of  injury  through  similar 
scientific  methods  that  have  led  to  success  in  preventing  infectious  diseases. 

These  statistics  define  injury  as  a  major  threat  to  the  public's  health  and  are 
a  legitimate  concern  of,  and  must  be  addressed  by,  the  nation's  public  health 
agency.   CDC-funded  Injury  Control  Research  Centers  also  serve  as  training 
centers  for  public  health  professionals  as  well  as  information  centers  for  the  public. 
In  addition,  NCIPC  funds  58  state  and  community  injury  prevention  programs  in  28 
states  with  activities  including  surveillance,  and  intervention  design  and  evaluation 
that  directly  benefits  citizens  and  communities.   Examples  of  effective  injury 
control  programs  funded  by  CDC  include  a  grant  to  the  University  of  Cincinnati  in 
Ohio  to  evaluate  whether  "brief  intervention"  strategies  are  effective  in  reducing 
alcohol  intake  in  young  adults  who  have  experience  injuries  as  a  result  of  an  alcohol 
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related  motor-vehicle  crash,  thereby  preventing  future  injuries.   CDC  is  funding  a 
cooperative  agreement  to  the  Texas  Department  of  Health  for  the  development  of  an 
effective  strategy  to  promote  bicycle  helmet  use  among  children  through  various 
programs.   In  Illinois,  CDC  funds  a  cooperative  agreement  to  the  Chicago  Center 
for  Health  Systems  Development  to  develop  programs  that  will  reduce  violent 
behaviors  and  injuries  among  residents  8-18  years  of  age  in  the  Robert  Taylor 
Homes  Housing  Project. 

INFECTIOUS  DISEASES 

Mr.  Stokes:   There  have  been  countless  articles  on  emerging  and  re- 
emerging  infectious  diseases,  and  on  the  growing  resistance  of  infections  to  the 
nation's  supply  of  antibiotics.   Doctor,  what  are  we  doing  to  address  public  health 
problems?  How  much  is  included  in  the  FY  1997  budget  request  for  this  work,  and 
how  does  it  compare  with  FY  1996  and  1995? 

Dr.  Satcher:   The  President's  FY  1997  budget  requests  an  increase  of  $26 
million  for  emerging  infectious  diseases.   In  FY  1996,  an  increase  of  $10.8  million, 
and  in  FY  1995,  an  increase  of  $  6.7  million,  were  provided  to  CDC  to  begin 
implementation  of  CDC's  comprehensive  plan,  "Addressing  Emerging  Infectious 
Disease  Threats:  A  Prevention  Strategy  for  the  United  States."    This  plan,  with  an 
estimated  total  cost  of  $125  million,  reflects  CDC's  commitment  to  meet  the 
challenges  of  emerging  infectious  diseases.   This  plan  focuses  on  four  major 
activities  including  disease  surveillance  and  response,  applied  research,  prevention 
and  control,  and  infrastructure. 

In  FY  96,  CDC  has  continued  to  systematically  implement  the  highest 
priority  items  in  this  plan  to  address  infectious  disease  threats.   These  activities 
include  surveillance  and  response;  applied  research;  prevention  and  control;  and 
infrastructure. 

The  President's  FY  1997  budget  requests  an  increase  of  $26  million  for 
emerging  infectious  diseases.  The  increase  would  allow  for  the  next  incremental 
steps  in  strengthening  the  public  health  infrastructure  at  the  local,  state,  and  federal 
levels  so  that  emerging  and  reemerging  infectious  diseases  can  be  addressed. 
Financial  and  technical  support  would  expanded  to  10-15  additional  states  and  local 
health  departments  for  surveillance,  epidemiologic  and  laboratory  investigations, 
and  educational  programs  for  infectious  diseases,  including  rapid  identification  and 
investigation  of  outbreaks. 

Resources  will  be  used  to  strengthen  the  existing  surveillance  and  public 
health  investigation  infrastructure,  and  to  implement  innovative  approaches  to 
disease  monitoring  to  detect  emerging  and  drug-resistant  diseases.   Health  education 
programs  will  be  designed  for  the  general  public  and  health  care  professionals  to 
reduce  the  incidence  of  infectious  disease  and  to  retard  the  development  of 
antimicrobial  resistance. 
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Three  additional  population-based  Emerging  Infections  Programs  (EIP)  will 
be  established  and  enhancements  will  be  provided  to  the  existing  programs.   These 
programs  will  provide:  (1)  provide  population-based  estimates  of  infectious  diseases 
and  monitor  and  investigate  important  conditions  or  health  problems  such  as 
foodbome  disease,  waterborne  disease,  drug  resistant  infections,  invasive  bacterial 
disease,  coccidioidomycosis,  ehrlichiosis,  meningococcal  disease  aid  unexplained 
deaths  possibly  due  to  infectious  agents;  (2)  monitor  infectious  diseise  risks  in 
special  populations  (e.g.,  nursing  homes,  school-age  children,  minorities,  and 
underserved  persons);   (3)  perform  investigations  to  determine  preventable  risk 
factors  and  behaviors  associated  with  emerging  infectious  diseases  or  antimicrobial 
resistance;  (4)  perform  prevention  effectiveness  studies  to  evaluate  strategies  to 
prevent  and  control  emerging  infectious  diseases  and  antimicrobial  resistant 
infections;  and  (5)  evaluate  the  impact  of  prevention  activities  and  health  education 
efforts. 

CDC  will  also  be  able  to  expand  the  extramural  infectious  disease  applied 
research  program  with  academic  institutions  and  the  private  sector  to  enhance 
prevention  effectiveness  research  for  infectious  diseases.  The  CDC  laboratory 
capacity  improvement  project  will  also  be  enhanced  to  increase  training  for  state 
and  local  public  health  laboratorians  and  provide  fellowship  training  for  the  next 
generation  of  public  health  laboratorians. 

LABORATORIES 

Mr.  Stokes:  Are  the  Centers'  laboratories  equipped  to  address  this  problem 
effectively? 

Dr.  Satcher:   CDC's  laboratories  have  provided  foundation  support  for 
activities  in  infectious  disease  and  antimicrobial  resistance  throughout  the  last  50 
years.   These  laboratories  have  also  provided  the  reference  diagnostic  support  for 
state  and  local  health  departments  as  well  as  international  laboratories.   With  the 
increasing  importance  of  infectious  diseases  and  antimicrobial  resistance,  it  has 
become  imperative  that  laboratory  capacity  be  expanded  for  the  development  of 
new  and  rapid  diagnostic  methods  to  support  surveillance  and  reference  diagnostic 
work. 

CDC  is  acutely  aware  of  the  need  to  be  constantly  prepared  to  handle  any 
newly  emerging  or  re-emerging  health  threats.   Several  of  CDC's  laboratories  are 
more  than  35  years  old  and  are  in  dire  need  of  renovation.  CDC's  ability  to  respond 
quickly  to  today's  urgent  threats  is  being  compromised  by  outdated  laboratory 
facilities  and  equipment.   The  President's  FY  1997  Budget  includes  an  increase  of 
$4  million  for  highest  priority  laboratory  renovations.  These  renovations  are  needed 
urgently  to  assure  the  continued  safety  of  scientists  working  with  highly  infectious 
and  dangerous  organisms  until  a  new  laboratory  building,  currently  in  the  design 
phase,  is  available. 
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MINORITY  HEALTH 

Mr.  Stokes:   What  progress  do  you  have  to  report  this  year  with  respect  to 
activities  underway  at  the  Center  which  are  designed  to  address  the  gap  in  Minority 
Health?  Also  provide  a  more  detailed  response  for  the  record,  be  a  specific  as 
possible. 

Dr.  Satcher:   CDC/ATSDR  have  a  continual  and  measurable  strategy  to 
address  the  gap  in  Minority  Health.   In  1989,  the  agencies  began  a  5-year  strategic 
plan  to  improve  the  health  of  minority  populations.   The  effort  targeted  education, 
policy  and  research.   The  agencies  view  each  racial/ethnic  population  in  the  context 
of  their  own  beginnings,  problems  and  enablers.   In  1990,  CDC/ATSDR  began  an 
analysis  entitled  the  "Assessment  of  Minority  Health"  which  yearly  chronicles  the 
programs,  personnel  and  dollars  by  each  program  area  within  CDC/ATSDR  (see 
attached).   While  there  is  much  more  progress  needed,  improvements  are  noted. 
Additionally,  there  are  activities  that  cross  program  areas  that  are  managed  by  the 
office  of  the  Associate  Director  for  Minority  Health  that  continue  to  show 
measurable  progress.   Cooperative  agreements  with  the  Minority  Health  Professions 
Foundation  (MHPF),  ?he  Congress  of  National  Black  Churches  (CNBC),  the  Public 
Health  Science  Institute  (PHSI)  at  Morehouse  College  are  examples  of  such 
collaboration. 

The  range  of  Minority  Health  activities  are  driven  by  the  data  which  reflect 
the  health  disparities  within  and  between  each  group.  These  health  gaps  were 
pointed  out  in  the  1985  Report  of  the  Secretary's  Task  Force  on  Black  and  Minority 
Health.   At  your  request,  CDC,  along  with  the  Office  of  Minority  Health,  PHS,  is 
updating  that  Report.   Thus  far,  we  have  provided  the  analysis  on  Excess  Deaths 
for  Blacks,  (1994,  1995)  and  Hispanics  (1994).   Analyses  for  Hispanics  (1995), 
Native  American/ Alaskan  Natives  and  Asian/Pacific  Islanders  are  underway.   The 
objective  is  to  provide  these  data  annually.   Excess  Deaths  is  Component  I  of  a 
three  part  series  which  also  includes:   Ethnic/Specific  Mortalities  and  Disabilities 
(Component  II)  and  Quality  of  Life  (Component  HI).   The  overall  goal  is  to 
provide  a  Minority  Health  surveillance  system  which  will  monitor  the  health  of 
ethnic/racial  populations  on  an  ongoing  basis. 

IMMUNIZATION 

Mr.  Stokes:   Can  you  give  the  Committee  an  assessment  of  where  we  are 
with  respect  to  immunizations,  in  what  age  group  are  we  having  the  most  success, 
and  where  are  we  the  weakest?  Are  we  going  to  be  able  to  reach  the  Centers'  year 
2000  goal? 

Dr.  Satcher:   Immunization  in  this  country  has  made  stunning  progress  since 
the  1989-1991  measles  epidemic.   For  example,  vaccine-preventable  diseases  are  at 
all-time  low  levels.   In  1995,  record  lows  were  provisionally  reported  for  measles, 
mumps,  rubella,  diphtheria,  tetanus,  polio,  and  Haemophilus  influenzae  type  b 
(Hib).   About  300  measles  cases  were  provisionally  reported,  down  from  more  than 
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27,000  cases  at  the  peak  of  the  measles  resurgence  in  1990. 

The  number  of  preschool  children  immunized  in  the  United  States  is  at  an 
all-time  high.   For  the  annual  period  ending  March  31 ,  1995,  94%  of  2  year-old 
children  have  received  three  or  more  doses  of  the  diphtheria/tetanus/pertussis  (DTP) 
vaccine;  84%  have  received  three  doses  of  polio  (OPV)  vaccine;  89%  have  received 
one  dose  of  measles/mumps/ rubella  (MMR)  vaccine;  and  90%  have  received  three 
of  more  doses  of  Hib  vaccine.   For  the  period  ending  March  31  1995,  75  %  of  2 
year-olds  received  the  recommended  series  of  4DTP/30PV/1MMR,  the  highest 
level  ever  recorded.   Despite  this  success,  about  25  %  of  America's  toddlers  -  or 
over  1  million  2  year-olds  -  lack  one  or  more  doses  of  this  series.   Forty-six  States 
met  either  all  of  the  1994  immunization  coverage  goals,  or  all  of  the  goals,  except 
for  Hepatitis  B  vaccine. 

With  the  continued  support  from  Congress,  we  believe  that  we  will  be  able 
to  achieve  the  year  2000  goal  that  90%  of  all  two-year-old  children  will  receive  the 
recommended  vaccinations.  To  monitor  progress  towards  this  goal,  we  survey 
children  19  to  35  months  of  age.   Highest  levels  of  vaccinations  were  measured  in 
children  25  to  35  months  of  age  and  the  lowest  levels  were  measured  in  children  19 
to  24  months  of  age. 

Mr.  Stokes:  How  much  is  included  in  the  budget  request  for  this  Activity? 

Dr.  Satcher:   For  fiscal  year  1997,  $524  million  is  being  requested  for 
VFC,  $311  million  is  being  requested  under  Section  317  immunization  activities, 
and  $177  million  is  being  requested  under  immunization  performance  partnership 
grants. 

INFANT  MORTALITY 

Mr.  Stokes:   With  respect  to  infant  mortality,  what  is  the  United  States' s 
ranking,  and  how  does  it  compare  to  other  countries,  include  a  listing  for  the 
record. 

Dr.  Satcher:  In  1991,  the  United  States  ranked  twenty-  fourth  on  infant 
mortality  rate.  This  ranking  is  based  on  data  from  countries  or  geographic  regions 
with  at  least  1  million  population  and  with  complete  counts  of  live  births  and  infant 
deaths  as  indicated  in  the  United  Nations  Demographic  Yearbook,  1992.  A  list  of 
infant  mortality  rates  in  selected  countries  is  below. 


Rank 
1 
2 
3 

Country 
Japan 
Singapore 
Finland 

Infant 

Mortality  Rate  (1QQ1)* 
4.43 
5.44 
5.85 

4 

Sweden 

6.13 

5 

Switzerland 

6.23 
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6 

Norway 

6.37 

7 

Canada 

6.39 

8 

Netherlands 

6.50 

9 

Hong  Kong 

6.64 

10 

Federal  Republic  of  Germany 

6.98 

11 

Australia 

7.00 

12 

Scotland 

7.06 

13 

Denmark 

7.24 

14 

France 

7.26 

15 

German  Democratic  Republic 

7.33 

16 

England  and  Wales 

7.38 

17 

Northern  Ireland 

7.39 

18 

Austria 

7.48 

19 

Ireland 

7.59 

20 

Spain 

7.70 

21 

Belgium 

7.94 

22 

Italy 

8.24 

23 

New  Zealand 

8.40 

24 

United  States 

8.94 

25 

Greece 

9.03 

26 

Israel 

9.03 

27 

Cuba 

9.84 

28 

Portugal 

10.81 

29 

Czechoslovakia 

13.37 

30 

Puerto  Rico 

13.04 

*  Number  of  deaths  of  infants  under  1  year  per  1 ,000  live  bi 

Source:  Health  United  States,  1994 

National  Center  for  Health  Statistics,  CDC 
Hyattsville,  Maryland:  Public  Health  Service,  1995 
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INFANT  PULMONARY  HEMORRHAGING 

Mr.  Stokes:   There  have  been  over  25  cases  of  infant  pulmonary 
hemorrhaging  in  Ohio,  about  10  in  Illinois,  and  1  or  2  throughout  the  rest  of  the 
country.   What  can  you  tell  us  about  this  disease,  and  are  we  just  seeing  the  tip  of 
the  iceberg? 

Dr.  Satcher:   As  you  may  know,  CDC  is  reviewing  this  problem  in 
Cleveland,  Ohio.   Acute  pulmonary  hemorrhage,  typically  manifested  as  blood 
from  the  nose  or  mouth,  is  uncommon  in  infants.  Some  cases  of  infant  pulmonary 
hemorrhage  are  associated  with  cardiac  or  vascular  malformations,  infectious 
processes,  or  trauma;  however,  for  most  cases,  the  cause  is  not  identified. 
Pulmonary  hemorrhage  results  in  the  presence  of  iron  in  the  lungs  resulting  from 
the  breakdown  of  red  blood  cells.    In  cases  of  acute  pulmonary  hemorrhage,  these 
hemosiderin-laden  macrophages  (iron  in  the  lungs)  can  be  detected  beginning 
approximately  two  weeks  after  the  bleeding  episode.   Chronic  pulmonary 
hemorrhage  is  known  as  pulmonary  hemosiderosis.   Cases  of  pulmonary 
hemosiderosis  for  which  the  cause  is  undetermined  traditionally  have  been  classified 
as  idiopathic  (unknown  cause)  pulmonary  hemosiderosis  and  account  for  most  of 
the  cases  of  pulmonary  hemorrhage  during  infancy. 

Twenty-six  cases  of  idiopathic  pulmonary  hemorrhage  have  been  reported  in 
Cleveland  since  1993.   Relying  on  voluntary  case  reporting  from  physicians  and 
other  health  care  providers,  twelve  cases  have  been  reported  from  Illinois  and 
thirty-three  cases  from  various  other  states  throughout  the  United  States  (U.  S.). 

The  actual  number  of  idiopathic  pulmonary  hemorrhage  cases  that  occur 
among  infants  in  the  U.S.  is  unknown,  since  this  is  not  a  reportable  condition. 

Mr.  Stokes:   Since  November  of  1994,  the  Centers  for  Disease  Control  has 
been  investigating  an  outbreak  of  pulmonary  hemorrhage  in  infants  in  my  district. 
The  disease  appears  to  be  due  to  a  toxic  fungus  found  in  the  home  of  the  infants. 
What  is  the  CDC  doing  about  prevention  of  this  environmental  fungal  problem,  is 
there  a  prevention  effort  underway  or  planned? 

Dr.  Satcher:   Since  November  1994,  the  Centers  for  Disease  Control  and 
Prevention  (CDC)  has  been  investigating  the  cause  of  the  outbreak  of  pulmonary 
hemorrhage  in  Cleveland.   Based  on  this  investigation,  several  lines  of  evidence 
indicate  a  possible  causal  link  between  this  condition  and  a  fungus  called 
Stachybotrys  atra.   It  is  unknown  if  this  link  exists  in  conjunction  with  cases  being 
reported  in  the  other  parts  of  the  U.  S. 

The  planning  of  prevention  efforts  has  begun  in  the  Cleveland  area.   These 
efforts  will  be  implemented  as  a  cooperative  effort  by  Rainbow  Babies  and 
Children's  Hospital,  the  Cuyahoga  County  Board  of  Health,  the  Cleveland 
Department  of  Public  Health,  and  the  Cleveland  Metropolitan  Housing  Authority. 
The  prevention  efforts  will  focus  on  1)  distribution  of  information  to  mothers  of 
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infants,  2)  detection  of  mold,  and  3)  abatement/clean-up  of  molds. 

Upon  completion  of  a  planned  National  Case-Control  Study  of  Idiopathic 
Pulmonary  Hemorrhage  in  Infants,  a  determination  can  be  made  whether  or  not  this 
is  a  problem  unique  to  Cleveland  or  is  spread  throughout  the  U.  S.   If  it  is 
determined  this  problem  exists  in  other  parts  of  the  U.  S.,  a  prevention  plan  will  be 
formulated  and  implemented.  As  a  part  of  the  case-control  study,  prevention 
recommendations,  informational  materials,  and  technical  assistance  as  requested 
will  be  provided  to  local  health  departments  that  identify  and  report  cases. 

OUTREACH/PUBLIC  EDUCATION 

Mr.  Stokes:   Outreach  and  public  education  are  a  critical  component  to 
disease  prevention  and  health  promotion  activities.   What  are  the  most  significant 
outreach  and  public  education  activities  underway  at  CDC?  How  much  is  included 
in  the  FY  1997  budget  for  CDC's  outreach  and  public  education  programs.  And 
how  does  this  compare  with  the  funding  level  for  FY  1996,  FY  1995,  and  FY 
1995? 

Dr.  Satcher:   Outreach  and  public  education  are  vital  to  CDC's  work  to 
prevent  chronic  diseases  and  promote  health.  Major  efforts  are  underway  in  the 
areas  of  tobacco  control,  diabetes,  and  cancer.  CDC  conducts  an  extensive  outreach 
and  education  program  to  inform  health  professionals,  policy  makers,  and  the 
public  about  the  dangers  of  tobacco  use.  These  include  national  health 
communication  campaigns  that  target  youth  and  other  special  populations.  CDC 
develops  and  distributes  sound  scientific  information  and  materials  about  tobacco 
use  and  health,  such  as  research  articles,  the  Surgeon  General's  Report  on  Smoking 
and  Health,  and  required  reports  to  Congress.   In  addition,  CDC  provides  funding, 
programmatic  assistance,  and  health  communications  materials  to  state  health 
departments  and  national  organizations  that  serve  youth,  minorities,  and  other 
special  populations. 

In  the  area  of  cancer  prevention  and  control,  CDC  conducts  innovative 
outreach  and  public  education  activities  in  cooperation  with  12  national 
organizations  representing  target  populations,  including  American  Association  of 
Retired  Persons,  the  National  Caucus  on  Black  Aged,  Inc.,  the  Susan  G.  Komen 
Breast  Cancer  Foundation,  and  the  YWCA.  CDC  recently  co-sponsored,  with  Avon 
Products,  Inc.,  the  YWCA,  the  New  York  State  Department  of  Health  and  WQED 
public  television,  a  breast  cancer  outreach  teleconference  that  reached  an  estimate 
50,000  viewers  at  500  downlink  sites  nationwide.  CDC  participates  in  a  key 
partnership  with  the  American  Academy  of  Dermatology  to  enhance  skin  cancer 
prevention  awareness  during  National  Melanoma/Skin  Cancer  Detection  and 
Prevention  Month  (May).  CDC  also  supports  national  conferences  and  four  ground 
breaking  demonstration  projects  with  State  health  departments  to  look  at  issues 
related  to  prostate  cancer  screening,  particularly  among  African  American  men  and 
their  health  care  providers. 
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Public  education  is  also  important  to  diabetes  control  efforts.  Some  of  the 
funding  provided  to  state  based  programs  is  used  to  promote  increased  awareness  ol 
the  serious  nature  of  diabetes  and  to  encourage  persons  with  diabetes  to  seek  timely 
and  appropriate  care  for  the  effective  management  of  their  disease.  In  addition, 
CDC  supports  public  education  for  diabetes  at  the  national  level.   CDC  has 
undertaken  a  major  new  outreach  and  public  education  effort  in  collaboration  with 
other  federal  and  non-federal  partners,  including  in  particular  the  National  Institutes 
of  Health  (NIH).  CDC  and  NIH  have  begun  a  National  Diabetes  Education 
Program  (NDEP)  designed  to  ensure  that  patients,  providers,  and  the  public  become 
aware  that  diabetes  is  a  serious  illness,  and  that  its  tragic  and  costly  complications 
can  be  prevented  with  new  and  existing  clinical  and  public  health  strategies. 
Finally,  CDC  is  engaged  in  a  series  of  outreach  and  public  education  activities  that 
target  minority  populations.  CDC  has  undertaken  a  major,  multi-year  demonstration 
of  community-based  interventions  designed  to  prevent  diabetes  and  its 
complications.  We  have  also  begun  planning  initiatives  at  the  national  level  to 
appropriately  address  the  needs  of  Latino  populations  through  an  initiative  entitled 
"Latino  DIA." 

In  addition,  states  utilize  Preventive  Health  and  Health  Services  Block  Grant 
funds  to  implement  community-based  health  education  and  health  promotion.   In 
addition  to  prevention  education  activities  that  target  the  general  public,  CDC 
supports  the  establishment  of  health  education  through  schools.  CDC  provides 
funding  and  technical  assistance  to  every  state  in  the  national  to  support  locally 
determined  school  health  education  programs  to  prevent  health  risk  behaviors 
among  youth. 

Approximately  $60  million  of  the  FY  1997  request  is  dedicated  to  the 
activities  enumerated  above  (excluding  school  health).  This  compares  to  $51.4  for 
FY  94,  $54.3  for  FY  95,  and  $54.9  for  FY  96. 

HIV/AIDS 

Mr.  Stokes:  I  understand  that  individuals  with  HTV-2  appear  to  have  some 
protective  mechanism  against  becoming  infected  with  HTV-1.  To  what  extent  is  the 
Center  following  this  aspect  of  AIDS? 

Dr.  Satcher:  An  article,  published  in  the  journal  Science  in  June  1995  by  a 
group  from  Harvard  University  working  in  Senegal,  reported  that  infection  with 
HTV-2  protected  highly  exposed  women  against  subsequent  infection  with  HTV-1. 
Unfortunately,  investigators  from  CDC  and  the  London  School  of  Hygiene  and 
Tropical  Medicine  feel  that  a  methodologic  error  occurred  in  the  analysis  of  the 
Senegal  study,  making  the  claim  of  "protection"  doubtful.   A  "technical  comment" 
from  the  CDC  and  London  group  pointing  out  the  methodologic  error  has  been 
accepted  for  publication  in  Science  in  the  next  month  or  so.   CDC  is  studying  both 
HTV-1  and  HTV-2  infections  through  its  collaborative  field  project  (Project  RETRO- 
CI)  in  Cote  d'lvoire,  West  Africa.   In  research  in  two  different  populations  of 
women,  we  have  not  found  evidence  suggesting  protection  by  either  virus  toward 
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infection  with  the  other.   Similarly,  British  researchers  in  the  Gambia  (directly 
adjacent  to  Senegal)  and  Swedish  researchers  in  Guinea  Bissau  are  not,  to  our 
knowledge,  finding  evidence  of  protection  between  infections  with  the  two  viruses. 

MINORITY  SCIENTISTS 

Mr.  Stokes:   What  can  you  tell  us  this  year  that  you  could  not  tell  us  last 
year  with  respect  to  what  the  Center  is  doing  to  increase  the  number  of  African 
American  and  other  minority  scientists  involved  in  activities  under  its  purview? 

Dr.  Satcher:   For  many  years,  the  CDC/ATSDR  had  programs  to  increase 
the  number  of  public  health  scientists.   Unfortunately,  these  programs  did  not 
produce  large  numbers  of  minority  scientists  in  public  health.  Part  of  the  problem 
was  the  small  pool  of  interested  students.  Currently  there  are  four  (4)  programs  at 
CDC/ATSDR  targeted  specifically  to  increase  the  minority  scientists  in  public 
health. 

These  programs  are: 

-  Morehouse  College: 

Public  Health  Science  Institute  (PHSI):  Project  IMHOTEP 

-  Minority  Health  Professions  Foundation  (MHPF): 

National  Center  for  Infectious  Diseases  Summer  Fellows 

Public  Health  Summer  Fellowship  (PHSF) 

STARLAB 

Minority  Heath  Regional  Research  Center:  Research  Assistant  Trainees 

This  year  (FY  96)  there  will  be  approximately  112  minority  students  in  these 
programs.  These  students  will  be  involved  in  a  range  of  activities  ranging  from 
laboratory  techniques  and  research,  policy  development,  health  education,  library 
research  and  personnel  development. 

Additionally,  CDC/ATSDR  continue  to  monitor  the  progress  of  students 
associated  with  these  programs.  For  example,  out  of  208  students  receiving  their 
Masters  in  Public  Health  from  the  Rollins  School  of  Public  Health,  Emory 
University,  five  (5)  minority  students  in  the  class  were  previously  associated  with 
programs  sponsored  by  CDC/ATSDR.   The  office  of  the  Associate  Director  for 
Minority  Health  is  currently  developing  a  tracking  system  to  monitor  all  student 
programs. 

The  time  necessary  to  develop  a  new  cadre  of  minority  scientists  in  public 
health  must  be  supplemented  by  an  effort  to  encourage  minority  scientists  currently 
in  public  health  activities.   The  CDC/ATSDR  continues  to  collaborate  with 
national  minority  organizations  to  engage  minority  scientists  in  their  network  to 
become  involved  in  CDC/ATSDR  activities.   These  organizations  include,  but  are 
not  limited  to:   The  Minority  Health  Professions  Foundation  (MHPF)  (targeting 
African  Americans),  the  Interamerican  College  of  Physicians  and  Surgeons 
(targeting  Hispanics),  the  Asian/Pacific  Islander  Health  Summit.   Additionally, 
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CDC/ATSDR  is  working  with  the  Indian  Health  Services  (IHS)  to  improve  health 
promotion  and  disease  prevention  research  activities  with  Native  Americans/ 
Alaskan  Natives. 

PARTNERSHIPS 

Mr.  Stokes:   A  number  of  agencies  are  beginning  to,  and  others  already 
have  partnerships  underway  with  the  private  sector,  and  state  and  local 
governments.   To  what  extent  is  the  CDC  utilizing  such  mechanisms,  and  to  what 
extent  have  they  proven  to  be  effective? 

Dr.  Satcher:   The  mission  of  the  Centers  for  Disease  Control  and  Prevention 
(CDC)  is  to  promote  health  and  quality  of  life  by  preventing  and  controlling 
disease,  injury,  and  disability.   We  accomplish  our  mission  by  working  with  our 
partners  in  public  health.   Employees  of  CDC  work  closely  with  staff  of  other 
federal  agencies,  state  and  local  health  departments,  educational  institutions, 
philanthropic  foundations,  international  groups,  and  professional,  voluntary,  and 
community  organizations  to  help  translate  new  health  promotion  and  disease 
prevention  techniques  into  improved  health  for  all  people.   Some  examples  of  our 
joint  ventures  with  our  partners  include: 

Cancer  —  CDC  has  developed  a  number  of  successful  partnerships  related  to 
cancer  prevention,  particularly  in  the  area  of  breast  and  cervical  cancer  and  skin 
cancer.  Two  notable  examples  of  partnerships  to  increase  access  to  breast  and 
cervical  cancer  screening  are  with  the  YWCA  of  the  USA  and  Avon  Products,  Inc. 
In  March  1993,  CDC  entered  into  a  collaborative  agreement  with  the  YWCA  of  the 
USA.  This  agreement  broadened  the  scope  of  CDC's  outreach  efforts  by  providing 
the  YWCA  with  a  key  role  in  bringing  both  quality  screening  and  enabling  services 
to  low  income,  underserved  and  minority  women  in  almost  all  of  the  CDC-funded 
states. 

CDC  has  also  established  a  formal  partnership  with  Avon  Products,  Inc. 
This  partnership  allows  CDC  and  Avon  Products,  Inc. ,  to  support  national  and 
state-based  efforts  for  the  early  detection  of  breast  cancer,  coordinated  through  the 
CDC  National  Breast  and  Cervical  Cancer  Early  Detection  Program  and  Avon's 
Breast  Cancer  Awareness  Crusade.  The  purpose  of  this  a  multi-year,  grassroots 
campaign  is  to  bring  breast  cancer  education  and  access  to  early  detection  services 
to  women  nationwide,  especially  underserved,  minority  and  older  women.   Avon 
has  raised  over  $16.5  million  in  funds  since  October  1993  to  support  breast  cancer 
education  and  access  to  early  detection  services.   In  3  years,  Avon  has  funded  more 
than  180  community  outreach  programs  through  the  YWCA  of  the  USA  and  the 
National  Alliance  of  Breast  Cancer  Organizations  (NABCO). 

CDC  continues  to  develop  partnerships  to  support  the  National  Skin  Cancer 
Prevention  Education  Program.   A  key  partnership  involves  a  joint  initiative  with 
the  American  Academy  of  Dermatology  (AAD). 
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HTV/ AIDS  Prevention  -  The  goal  of  HTV  Prevention  Community  Planning 
is  to  improve  the  effectiveness  of  HIV  prevention  programs  by  strengthening  the 
scientific  basis  and  targeting  of  prevention  interventions.  In  developing  the 
community  planning  process,  CDC  partners  included  a  variety  of  governmental  and 
nongovernmental  organizations,  such  as  the  AIDS  Action  Foundation,  the  National 
Association  of  People  with  AIDS,  the  National  Coalition  of  Hispanic  Health  and 
Human  Services  Organizations,  the  National  Council  of  La  Raza,  the  National 
Council  of  Negro  Women,  and  the  National  Minority  AIDS  Council. 

The  American  National  Red  Cross  (ARC),  funded  since  1988,  conducts  HTV 
program  activities  such  as  expanding  ARC  statewide  HTV/ AIDS  networks, 
supporting  community  planning  efforts,  and  continuing  chapter  outreach  activities. 
Other  program  activities  target  African-American  and  Hispanic  communities  and 
the  workplace.  ARC  also  performs  evaluative  and  qualitative  measures  of  the 
effectiveness  of  their  programs. 

Immunization  —  The  United  States  will  continue  to  face  the  threat  of  polio 
importation  until  worldwide  eradication  is  achieved.  CDC's  polio  eradication 
activity  is  providing  financial  and  technical  assistance  to  combat  polio  worldwide. 
The  current  model  for  polio  eradication  includes  a  strong  partnership  with 
international  organizations  like  the  Rotarians  and  the  Task  Force  for  Child  Survival 
and  Development,  United  Nations  agencies  like  UNICEF  and  WHO,  and  national 
governments.   Cooperation  among  these  organizations  demonstrates  the  public 
health  power  which  can  be  achieved  through  partnerships  among  governments, 
United  Nations  organizations,  and  the  private  sector.   Rotary  International  alone  has 
raised  more  than  $240  million  to  support  this  effort.  The  result  has  been  a 
continuing  sharp  decline  in  the  number  of  reported  polio  cases  worldwide. 

MINORITIES  --  CANCER  PREVENTION 

Mr.  Stokes:   Explain,  how  the  CDC's  breast  cancer  and  prostate  cancer 
initiatives  are  addressing  these  devastating  and  life  threatening  diseases  in  African 
Americans,  Hispanics,  and  other  minorities? 

Dr.  Satcher:  CDC's  National  Breast  and  Cervical  Cancer  Early  Detection 
Program's  screening  guidelines  place  a  high  priority  on  reaching  women  from  racial 
and  ethnic  minorities.   As  of  September  30,  1995,  approximately  800,000 
screenings  have  been  provided  to  eligible  women  through  this  program  since  grants 
were  first  awarded  to  eight  states  in  July  of  1991.   A  review  of  the  surveillance  data 
reveals  that  51  percent  of  the  mammograms  and  50  percent  of  the  Pap  tests  were 
received  by  minority  women. 

CDC  continues  to  strengthen  its  efforts  to  screen  Black,  Hispanic,  and 
American  Indian  women  in  all  state  programs.  Examples  of  these  efforts  are 
culturally-sensitive  cancer  education  programs,  community-based  facilities  to 
provide  clinical  breast  exams  and  screening  mammograms,  and  community  outreach 
programs. 


245 


In  1996,  approximately  317,000  new  cases  of  prostate  cancer  will  be 
diagnosed,  and  an  estimated  41,400  American  men  will  die  from  prostate  cancer. 
African  American  men  have  the  highest  incidence  of  prostate  cancer  in  the  world. 
The  death  rate  from  prostate  cancer  in  this  group  has  increased  by  35%  since  1973. 
Poor  and  minority  men  are  more  likely  to  be  diagnosed  at  later  stages  of  the  disease 
and  have  worse  survival  rates  than  whites  even  if  diagnosed  early.   Specific  risk 
factors  for  prostate  cancer  are  unknown,  and  effective  interventions  to  prevent  the 
disease  do  not  currently  exist. 

With  FY  1996  funding  of  $3.9  million,  CDC  is  working  with  4  states  to 
obtain  critical  information  about  men's  knowledge,  attitudes,  and  quality -of-life  to 
plan  and  design  early  detection  programs.   Efforts  focus  on  those  most  at  risk, 
African  American  men. 

In  addition,  CDC  funding  will  be  used  to  determine  how  many  men  die  from 
prostate  cancer  compared  to  those  who  die  with  the  disease.   In  1995,  CDC 
convened  recognized  experts  in  the  field  of  prostate  cancer  to  consider  necessary 
components  for  developing  appropriate  screening  and  detection  messages  for 
medical  practitioners  and  the  general  public. 

LABORATORIES 

Mr.  Stokes:  How  critical  is  the  P-3  laboratory  to  the  conduct  of  the 
agency's  mission?  How  old  is  the  laboratory,  to  what  extent  is  it  still  being  used, 
and  what  is  the  state  of  the  infrastructure? 

Dr.  Satcher:   The  need  to  increase  the  Biosafety  Level  3  (BSL-3)  space  at 
CDC  is  very  critical  to  CDC's  ability  to  respond  to  outbreaks  from  unknown 
pathogens  and  to  continue  to  respond  to  the  new  threats  from  re-emerging 
pathogens.   Many  of  the  re-emerging  pathogens  such  as  Tuberculosis  and 
Streptococcus  are  now  antibiotic  resistant  and  must  be  handled  in  an  environment 
that  provides  a  higher  degree  of  containment  than  before.   All  of  CDC's  laboratory 
environments  are  currently  in  use.   The  older  laboratory  space  is  between  28  and  34 
years  old  and  the  infrastructures  have  not  been  updated  and  therefore  contain  the 
original  building  support  equipment.   The  building  support  equipment  has  been 
stressed  to  keep  up  with  the  increased  demands  required  by  new  and  higher  level 
laboratory  containment  equipment. 

Mr.  Stokes:   How  much  is  included  in  the  FY  1997  budget  request  for  the 
laboratory,  and  what  will  the  amount  requested  allow  the  agency  to  do?  How  does 
the  amount  requested  compare  with  the  FY  1996  and  1995  funding  level? 

Dr.  Satcher:   An  increase  of  $4,000,000  is  requested  to  design  and  build 
15,000  net  square  feet  of  Biosafety  Level  3  laboratory  space  which  will  provide  the 
opportunity  to  begin  renovation  of  laboratories  that  are  more  than  35  years  old. 
The  space  will  avoid  interruption  of  vital  testing  of  pathogens  during  necessary 
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renovations.   There  were  no  monies  requested  for  this  project  in  FY  1995  and  FY 
1996. 
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INFECTIOUS  DISEASES 

Mr.  Hoyer:   One  of  the  largest  increases  in  the  FY  1997  budget  request  is  in 
the  area  of  emerging  and  infectious  disease.   How  will  these  funds  be  used?  It 
seems  that  we  are  hearing  more  about  emerging  and  infectious  diseases,  from  AIDS 
to  Hantavirus  to  drug  resistant  TB  to  Ebola. 

Dr.  Satcher:   The  funds  requested  would  allow  for  the  next  major 
incremental  steps  to  be  taken  to  aggressively  launch  programs  at  the  state  and  local 
levels  to  combat  emerging  diseases  effecting  the  U.S.  population.   We  must 
continue  to  strengthen  the  public  health  infrastructure  at  the  local,  state,  and  federal 
levels.   Additional  funds  will  allow  for  expansion  of  financial  and  technical  support 
to  10-15  additional  states  and  local  health  departments  for  surveillance, 
epidemiologic  and  laboratory  investigations,  and  educational  programs  for 
infectious  diseases,  including  rapid  identification  and  investigation  of  outbreaks. 
Resources  will  be  used  to  strengthen  the  existing  surveillance  and  public  health 
investigation  infrastructure,  and  to  implement  innovative  approaches  to  disease 
monitoring  to  detect  emerging  and  drug-resistant  diseases.   Health  education 
programs  will  be  designed  for  the  general  public  and  health  care  professionals  to 
reduce  the  incidence  of  infectious  disease  and  to  retard  the  development  of 
antimicrobial  resistance. 

Three  additional  population-based  Emerging  Infections  Programs  (EEP)  will 
be  established  and  enhancements  will  be  provided  to  the  four  existing  programs. 
Included  in  the  EIPs  are  specific  projects  that  will:  (1)  provide  population-based 
estimates  of  infectious  diseases  and  monitor  and  investigate  important  conditions  or 
health  problems  such  as  foodborne  disease,  waterborne  disease,  drug  resistant 
infections,  invasive  bacterial  disease,  coccidioidomycosis,  ehrlichiosis, 
meningococcal  disease  and  unexplained  deaths  possibly  due  to  infectious  agents;  (2) 
perform  investigations  to  determine  preventable  risk  factors  and  behaviors 
associated  with  emerging  infectious  diseases  or  antimicrobial  resistance;  (3)  perform 
prevention  effectiveness  studies  to  evaluate  strategies  to  prevent  and  control 
emerging  infectious  diseases  and  antimicrobial  resistant  infections;  and  (4)  evaluate 
the  impact  of  prevention  activities  and  health  education  efforts. 

New  and  enhanced  antimicrobial  resistance  work  will  be  initiated  to:  1) 
develop  a  nationwide  laboratory  system  for  surveillance  of  drug  resistant  organisms; 
2)  implement  a  plan  for  the  development  of  educational  programs  for  health 
professionals  and  patients;  and,  3)  further  develop  global  surveillance  of 
antimicrobial  resistance. 

CDC  will  also  be  able  to  expand  the  extramural  infectious  disease  applied 
research  program  with  academic  institutions  and  the  private  sector  to  enhance 
prevention  effectiveness  research  for  infectious  diseases.   The  CDC  laboratory 
capacity  improvement  project  will  also  be  enhanced  to  increase  training  for  state 
and  local  public  health  laboratorians  and  provide  fellowship  training  for  the  next 
generation  of  public  health  laboratorians. 
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Mr.  Hoyer:   Is  the  problem  of  emerging  and  infectious  diseases  becoming 
more  serious  than  in  the  past?  If  so,  why? 

Dr.  Satcher:   Data  show  that  infectious  diseases  mortality  in  the  United 
States  has  been  increasing  in  recent  years.   Between  1980  and  1992,  the  death  rate 
due  to  infectious  diseases  as  the  underlying  cause  of  death  increased  58%,  from  41 
to  65  deaths  per  100,000  population  in  the  United  States. 

The  subject  of  emerging  infectious  diseases  is  complex  and  ranks  among  the 
most  urgent  threats  to  health  that  we  confront  today.  In  spite  of  spectacular 
progress  and  successes  in  combating  infectious  diseases  over  the  past  50  years, 
infectious  diseases  remain  the  leading  cause  of  death  worldwide  and  among  the 
most  important  causes  of  death  in  the  United  States.   The  threats  are  both  from 
outside  the  United  States  and  from  within.   We  have  examples  of  old  diseases 
which  are  newly  discovered  such  as  the  outbreak  of  Hantavirus  in  the  American 
Southwest.  We  have  examples  of  hemorrhagic  diseases  such  as  Lassa  and  Ebola  that 
were  identified  more  than  20  years  ago,  but  continue  to  perplex  scientists  in  terms 
of  their  origin,  non-human  reservoir  and  patterns  of  transmission.   We  have 
examples  of  ancient  diseases  such  as  malaria  and  tuberculosis  which  are  re- 
emerging  and  becoming  increasingly  resistant  to  antiparasitic  drugs  and  antibiotics. 
We  also  have  examples  of  newly  emerging  antibiotic  resistant  diseases  that  are 
presenting  a  major  assault  on  our  ability  to  diagnose  and  treat  some  infectious 
diseases  here  in  the  United  States. 

Dramatic  changes  in  society,  technology,  and  the  environment  together  with 
the  diminished  effectiveness  of  approaches  to  disease  control  have  propelled  this 
nation  and  the  rest  of  the  world  into  a  new  era.   Many  factors,  or  combinations  of 
factors,  can  contribute  to  disease  emergence.  Newly  emergent  infectious  diseases 
may  result  from  changes  or  evolution  of  existing  organisms;  known  diseases  may 
spread  to  new  geographic  areas  or  new  populations;  or  previously  unrecognized 
infections  may  appear  in  persons  living  or  working  in  areas  undergoing  ecologic 
changes,  such  as  deforestation  or  reforestation,  that  increase  their  exposure  to 
insects,  animals,  or  environmental  sources  that  may  harbor  new  or  unusual 
infectious  agents. 

Reemergence  of  infectious  diseases  may  occur  because  of  the  development 
of  antimicrobial  resistance  in  existing  agents  (e.g.,  gonorrhea,  malaria, 
pneumococcal  disease)  or  breakdowns  in  public  health  measures  for  previously 
controlled  infections  (e.g.,  cholera,  salmonella,  animal  rabies,  tuberculosis). 

The  infrastructure  to  maintain  vigilance  and  to  respond  to  most  emergence 
or  reemergent  infectious  diseases  has  generally  deteriorated.   Consequently,  for 
domestic  problems  ranging  from  outbreaks  of  cryptosporidiosis  caused  by 
contamination  of  municipal  water  supplies  to  the  currently  growing  crisis  of 
antibiotic  resistance,  efforts  at  surveillance,  prevention,  and  control  have  frequently 
been  delayed  or  inadequate.  Prevention  and  control  of  infectious  diseases  require  a 
variety  of  public  health  strategies. 
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The  ability  to  detect  new  or  re-emerging  diseases  depends  on  the  capacity  to 
identify  and  track  the  routine  as  well  as  the  unusual.   Timely  recognition  of 
emerging  infections  requires  early  warning  systems  -  infectious  diseases 
surveillance  systems  -  to  detect  these  diseases  so  that  they  can  be  quickly 
investigated  and  controlled  before  they  become  major  public  health  crises. 

Like  radar  or  "early  warning"  systems  that  detect  threats  to  national 
security,  surveillance  for  infectious  disease  threats,  with  appropriate  laboratory 
support  is  critical  to  an  effective  defense  against  infectious  diseases.   Once  the  early 
warning  system  identifies  a  threat,  the  nation's  front  line  at  state  and  local  health 
departments  must  be  able  to  respond  aggressively  to  the  challenge  to  its  citizens 
from  these  threats. 

In  partnership  with  local  and  state  public  health  officials,  and  many  others 
organizations,  CDC  developed,  and  in  1994  published  its  plan,  "Addressing 
Emerging  Infectious  Disease  Threats:  A  Prevention  Strategy  for  the  United  States," 
which  addresses  specific  Institute  of  Medicine  recommendations  for  revitalizing  our 
nation's  ability  to  detect,  contain,  and  most  importantly,  prevent  emerging 
infectious  disease  threats. 

To  ensure  better  preparedness  for  new  and  resurgent  infectious  disease 
threats,  the  CDC  plan  contains  four  goals  emphasizing; 

•  enhanced  vigilance  through  improved  infectious  disease  surveillance; 

•  applied  research  to  improve  diagnosis  and  early  detection; 

•  more  effective  communication  of  prevention  messages;  and 

•  strengthening  public  health  infrastructure  at  the  local,  state,  and  federal 
levels  to  provide  needed  laboratory  support  and  training. 

This  plan,  with  an  estimated  total  cost  of  $125  million,  reflects  CDC's 
commitment  to  meet  the  challenges  of  emerging  infectious  diseases.   Starting  in  FY 
1994  new  appropriations  were  provided  to  CDC  to  begin  implementation  of  this 
plan.   CDC  began  to  systematically  implement  the  highest  priority  items  in  the  plan 
in  1994  and  has  continued  to  implement  the  plan  with  appropriations  totaling  $18.4 
million  in  FY  1996.  To  adequately  address  emerging  threats,  continued 
investments  in  surveillance,  laboratory  research  and  training,  epidemiologic 
investigations,  and  integration  with  prevention  and  control  efforts  will  ensure  that 
we  are  better  prepared  to  respond  to  emerging  infectious  disease  threats  and  to 
lessen  their  impact. 

Disease  threats  can  be  only  a  plane  ride  away  from  our  cities.   U.S. 
government  agencies  including  the  CDC  must  become  more  active  participants  in 
global  community  health  to  help  other  countries  reduce  the  threat  of  transmission 
for  certain  diseases.  This  can  be  done  by  participating  in  global  surveillance  and 
response  activities,  training  programs  to  develop  critical  laboratory  and 
epidemiologic  expertise  and  providing  leadership  in  applied  research. 
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Prevention  of  future  cases  of  infectious  diseases—of  multi-drug  resistant 
diseases,  hantavirus,  foodborne  diseases,  waterbome  diseases  such  as 
cryptosporidiosis,  influenza,  Group  A  Streptococcus—  is  a  high  priority.   The  health 
of  communities  must  be  maintained  through  effective  public  health  approaches. 
Through  the  efforts  proposed  in  the  CDC  strategy,  the  public  health  system  in  the 
U.S.  will  be  better  prepared  to  respond  to  the  emerging  infectious  disease  threats  of 
the  future. 

NHANES 

Mr.  Hoyer:   CDC  has  also  requested  an  additional  $11  million  for  the 
National  Health  and  Nutrition  Examination  Survey.  What  information  do  we  learn 
from  this  survey  that  we  cannot  get  through  any  other  source? 

Dr.  Satcher:  The  National  Health  and  Nutrition  Examination  Survey 
(NHANES)  is  a  unique  survey  that  provides  information  on  health  and  nutritional 
status  issues  that  can  best  or  only  be  addressed  using  standardized  medical  tests, 
procedures,  physical  and  physiological  measures,  as  well  as  specially  focused 
questionnaire  information.   These  studies  provide  information  on  objective 
indicators  of  health  and  disease,  and  therefore,  provide  the  only  source  of 
information  on  undiagnosed  conditions.  Since  1960,  eight  such  surveys  have  been 
conducted  on  representative  samples  of  Americans.   These  studies  have  provided 
objective  information  on  how  our  children  grow;  what  our  cholesterol  and  blood 
pressures  are;  how  many  of  us  are  overweight,  diabetic,  hear  and  see  poorly;  how 
many  have  excessive  exposure  to  lead  and  other  toxic  substances;  and  what  foods 
we  should  fortify  to  deliver  safe  amounts  of  nutrients  to  those  who  need  them  most. 
NHANES  permits  us  to  monitor  progress  or  lack  of  it  in  these  areas  over  time. 
There  is  no  other  source  for  these  types  of  information. 

Mr.  Hoyer:   How  will  CDC  be  able  to  use  these  data?  What  impact  will 
this  information  have  on  national  health,  on  health  care  expenditures,  and  on 
prevention  efforts? 

Dr.  Satcher:   The  NHANES  data  address  many  issues  of  relevance  to  a 
variety  of  CDC  programs.   I  have  summarized  below  some  specific,  current  issues 
and  how  we  have  used  the  information  to  prevent  disease,  to  focus  programs,  to 
influence  medical  care  practice,  to  identify  the  existence  of  nutritional  problems, 
and  to  evaluate  program  effectiveness. 

•  Over  the  past  two  decades  the  NHANES  has  provided  the  National  Center 

for  Infectious  Disease  with  estimates  of  infection  due  to  the  hepatitis  viruses. 
The  distribution  of  the  viruses  in  the  population  identified  by  NHANES  has 
been  used  in  the  development  of  immunization  strategies  to  prevent  infection 
and  to  eliminate  transmission  of  hepatitis  B  virus  in  the  U.S.   The  1998 
NHANES  provides  the  best  means  for  determining  the  effectiveness  of  our 
strategies  and  programs.   Reducing  hepatitis  B  prevalence  has  major 
implications  for  cost  savings  in  medical  care. 
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The  age-specific  immunity  documented  by  NHANES  will  help  direct  the 
vaccination  efforts  of  the  National  Immunization  Program  to  accomplish 
measles  elimination  and  mumps  reduction  in  the  U.S.   The  1998  NHANES 
will  help  assess  the  effectiveness  of  our  efforts  and,  as  in  other  programs, 
suggest  how  to  refocus  our  efforts  if  necessary. 

Recently,  the  Food  and  Drug  Administration  (FDA)  made  important 
decisions  affecting  the  diets  of  virtually  all  Americans. 

First,  the  FDA  has  approved  fortifying  the  food  supply  with  a  vitamin 
(folate)  to  reduce  or  prevent  birth  defects.  There  is  some  uncertainty  about 
whether  this  level  of  folate  fortification  could  have  harmful  effects  for  some 
older  Americans.   NHANES  is  providing  vital  information  on  the  safety  and 
adequacy  of  this  decision  by  providing  baseline  information.   Subsequent 
NHANES  information  is  the  only  way  to  monitor  important  biological 
changes  in  the  population  that  can  help  guide  further  actions. 
Second,  there  is  question  as  to  whether  Olestra,  a  fat  substitute  in  foods 
recently  approved  by  the  FDA,  could  affect  the  absorption  of  vitamins 
associated  with  prevention  of  some  cancers,  heart  disease,  and  eye 
conditions.   Previous  NHANES  data  have  established  baseline  information; 
the  next  NHANES  is  the  only  way  to  monitor  important  biological  changes 
that  could  give  early  warning  if  important  changes  are  occurring  that  could 
lead  to  increases  in  the  associated  conditions.  This  information  will  be 
developed  in  collaboration  with  the  National  Center  for  Environmental 
Health  and  the  Center  for  Chronic  Disease  Prevention  and  Health 
Promotion,  the  FDA  and  others. 

Cholesterol  is  another  public  health  success  story  where  the  road  leads 
through  prevention.   NHANES  has  provided  baseline  data  on  total  serum 
cholesterol  levels  since  1960,  when  32  percent  of  the  adult  population  had 
high  serum  cholesterol.   Since  that  time,  we  have  witnessed  a  30-year 
intensive  effort  by  CDC,  NIH,  FDA  and  others  to  educate  the  public  The 
most  recent  NHANES  HI  data  show  that  less  than  20  percent  of  the  adult 
population  in  this  country  have  high  serum  cholesterol.   NHANES  data  were 
used  to  design  prevention  strategies,  target  groups  at  higher  risk,  and 
develop  screening  and  treatment  guidelines. 

NHANES  data  were  used  by  CDC,  NIH,  researchers,  public  health  planners 
and  educators,  the  medical  community,  and  others  to  achieve  similar 
advances  in  awareness,  treatment,  and  control  of  high  blood  pressure. 

The  NHANES  data  in  the  mid-70' s  documented  the  extensive  exposure  of 
the  entire  U.S.  population  to  lead,  a  deadly  neurotoxin.   These  data  led  to 
concerted  government  action  to  reduce  exposure  to  lead  -  the  phase  out  of 
lead  in  gasoline,  improved  water  and  air  quality  requirements,  and  lead 
abatement  and  screening  efforts.   The  most  recent  NHANES  (1988-94) 
documented  that  lead  levels  in  people  have  been  reduced  70  percent, 
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although  important  pockets  of  exposure  remain.  Information  from  the 
NHANES  provided  the  basis  for  action. 

•  In  addition,  a  joint  effort  including  the  Agency  for  Toxic  Substances  and 

Disease  Registry  and  NCEH  provided  information  that  helped  interpret 
biomarkers  of  the  exposure  to  a  variety  of  petrochemicals  for  our  troops  in 
Desert  Storm.   Whether  an  area  is  close  to  a  toxic  waste  dump  or  whether 
occupational  exposure  of  workers  is  the  issue,  the  comparative  information 
from  the  NHANES  program  provides  a  scientific  interpretive  basis  for 
determining  unusual  exposures. 

Mr.  Hoyer:   Who  else,  besides  CDC,  will  be  able  to  take  advantage  of  the 
information  generated? 

Dr.  Satcher:   The  National  Health  and  Nutrition  Examination  Survey  is  a 
collaborative  effort  to  address  the  information  needs  of  many  organizations.   The 
most  recent  NHANES  program  involved  collaborative  research  interests  of  six 
Institutes  of  the  National  Institutes  of  Health,  the  Food  and  Drug  Administration, 
the  Health  Resources  and  Services  Administration,  the  Environmental  Protection 
Agency,  the  Social  Security  Administration,  the  U.S.  Department  of  Agriculture, 
and  others  in  the  Public  Health  Service.  Some  of  these  organizations  were 
mentioned  in  the  examples  previously  stated.   The  NHANES  is  also  considered  as  a 
cornerstone  of  the  National  Nutrition  Monitoring  System,  a  multi-agency  effort 
responding  to  Congressional  mandates  to  improve  surveillance  and  research  on 
human  nutrition. 

Academic  researchers  have  published  over  1,000  articles  examining  health 
and  nutrition  relationships  that  can  explain  health  or  nutritional  status  differentials 
between  population  groups,  trends  in  risk  factors,  and  other  such  important 
questions.   Data  from  NHANES  are  available  in  professional  journals,  public  use 
data  fdes,  and  government  publications.   Many  uses  are  well  documented  in 
scientifically  focused  workshops  and  consensus  conferences  held  by  NTH  Institutes, 
by  the  National  Academy  of  Sciences,  and  by  professional  meetings  with  invited 
sessions.  The  data  are  widely  publicized  at  professional  meetings  and  summarized 
on  our  Home  Page  on  the  Internet. 

HIV/AIDS 

Mr.  Hoyer:   CDC  has  a  lead  role  in  the  prevention  of  transmission  of  HTV. 
I  am  concerned  about  the  increase  in  heterosexual  transmission,  particularly  because 
of  its  impact  on  the  number  of  children  who  are  bom  with  HTV.   National  efforts  to 
reduce  the  spread  of  HTV  in  other  populations  have  been  quite  successful.   What  is 
the  CDC  doing  to  address  this  demographic  shift  in  the  AIDS  epidemic? 

Dr.  Satcher:   You  quite  correctly  identify  the  shifting  HIV  epidemic  trends 
from  largely  homosexual  males  to  one  that  is  increasingly  heterosexual.   Slightly 
more  than  half  (51  percent)  of  the  male  cases  were  reported  in  men  who  had  sex 
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with  men,  followed  by  men  who  reported  injecting  drug  use  (24  percent).   Worn 
accounted  for  19  percent  of  ndult/adolescent  AIDS  cases  in  1995,  the  highest 
proportion  yet  among  women.   In  1994,  persons  with  heterosexually -associated 
AIDS  represented  about  13%  of  all  persons  diagnosed  with  AIDS-opportunistic 
illnesses  and  represent  the  fastest  growing  part  of  the  AIDS  epidemic.  In  just  2 
years,  from  1992  through  1994,  the  incidence  of  heterosexually-associated  AIDS 
increased  38%  among  men  and  46%  among  women.  The  epidemic  in  women  and 
their  male  sex  partners  is  reflected  in  the  epidemic  in  children,  nearly  all  of  whom 
acquired  HIV  infection  perinatally. 

Due  to  this  increase  in  heterosexually-associated  AIDS  among  women,  the 
number  of  these  cases  now  exceed  the  number  of  women  with  AIDS  who  acquired 
their  HIV  infection  through  injecting  drug  use.   However,  the  injecting  drug  use- 
associated  epidemic  among  men  is  reflected  in  the  heterosexual  epidemic  among 
women  as  many  of  these  women  report  sexual  contact  with  injecting  drug  users. 
Likewise,  the  epidemic  in  women  is  reflected  in  the  epidemic  in  children,  nearly  all 
of  whom  acquire  HIV  perinatally.    As  a  result,  CDC  is  paying  increasing  attention 
to  prevention  programs  that  deal  with  the  dual  epidemics  of  HTV  and  drug  use, 
especially  in  black  and  Hispanic  communities. 

As  shifting  trends  such  as  these  are  identified,  CDC  alerts  AIDS  Directors 
and  co-chairs  of  HIV  prevention  community  planning  groups  across  the  country. 
With  the  implementation  of  HIV  prevention  community  planning,  CDC  shifted  the 
responsibility  for  determining  priority  HTV  prevention  populations  and  interventions 
from  a  federal  level  to  a  local  level.   Community  planning  groups  are  charged  with 
developing  a  tailored  HIV  prevention  program  that  closely  matches  the  needs  of  the 
specific  epidemic  in  their  jurisdiction.   Together,  representatives  of  affected 
populations,  epidemiologists,  behavioral  scientists,  HIV/ AIDS  prevention  service 
providers,  health  department  staff,  and  others  analyze  the  course  of  the  epidemic  in 
their  jurisdiction,  determine  their  priority  prevention  needs,  and  identify  HIV 
prevention  interventions  to  meet  those  needs.   Depending  on  the  populations  most 
affected  in  their  area,  this  can  result  in  shifts  in  HIV  prevention  program  priorities 
to  meet  emerging  needs,  such  as  preventing  perinatal  transmission.    CDC 
information  on  national  trends,  alerts  community  planning  groups  to  investigate  the 
specific  relevancy  of  this  information  in  their  area. 

Mr.  Hoyer:   What  partnerships  is  the  CDC  forming,  for  example,  with  the 
media  or  the  entertainment  industry,  to  address  this  new  twist? 

Dr.  Satcher:  In  1992,  the  CDC  launched  the  Business  Responds  to  AIDS 
(BRTA)  program  to  engage  business  in  comprehensive  workplace  education.  The 
Program  provides  technical  assistance  and  targeted  materials  to  assist  businesses  in 
developing  (1)  a  written  HTV/ AIDS  policy;  (2)  supervisor/labor  leader  training  on 
the  policy;  (3)  employee  education;  (4)  family  of  the  employee  education;  and  (5) 
community  service/volunteerism.  This  program  reaches  a  diverse  population  with 
prevention  messages  designed  for  the  individual,  the  family  and  the  workplace  as  an 
institution. 
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Additionally,  the  Business  Responds  to  AIDS  Program  has  begun  to 
strategically  serve  businesses  by  working  with  the  hospitality  industry,  and  now  the 
entertainment  industry.   The  purpose  of  the  entertainment  industry  initiative  is  to 
further  promote  comprehensive  HIV  prevention  workplace  programs  through  the 
entertainment  companies  and  labor  unions  to  address  basic  facts  about  AIDS, 
workplace  issues,  family  education,  and  occupational  safety.   A  core  group  of 
entertainment  industry  executives,  predominantly  from  the  human  resource 
departments  of  each  of  the  major  studios,   is  implementing  this  initiative.   The  goal 
is  to  assure  implementation  of  BRTA  in  every  entertainment  company  and  labor 
union. 

Accomplishments  include:   (1)  leveraging,  through  the  BRTA  information 
campaign,  over  $8.5  million  in  donated  television  time  and  publication  space, 
which  included  featuring  information  about  BRTA  in  publications  such  as  U.S. 
News  and  World  Report,  Business  Week  and  Time;  (2)  forming  a  group  of 
approximately  30  entertainment  industry  companies  that  serve  as  advisors  and 
implementers  to  expand  the  outreach  of  BRTA  programs  throughout  the 
entertainment  industry;  and  (3)  through  the  CDC  National  AIDS  Clearinghouse, 
responding  to  more  than  25,000  calls  from  business/labor,  and  providing  targeted 
AIDS  Managers  kits  to  more  than  21,000  callers. 
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HIV/AIDS 

Ms.  Pelosi:   Would  you  give  us  a  status  report  on  HIV  prevention 
community  planning  and  results  from  initial  evaluations? 

Dr.  Satcher:   In  1994,  the  65  state  and  local  health  departments  that  receive 
federal  HIV  prevention  funds  from  CDC  implemented  an  HIV  prevention 
community  planning  process.   By  the  end  of  1995— the  conclusion  of  the  second 
planning  cycle— almost  every  state  and  local  jurisdiction  had  formed  and  sustained  at 
least  one  community  planning  group  (some  jurisdictions  have  convened  multiple 
planning  groups),  developed  and  refined  an  epidemiologic  profile;  conducted  needs 
assessments;  identified  high  priority  populations  and  prevention  interventions; 
developed  a  comprehensive  HIV  prevention  plan;  and  begun  to  implement  priority 
interventions. 

Although  evaluations  are  ongoing,  results  from  the  first  and  second 
community  planning  cycles  are  encouraging.   There  is  overwhelming  agreement 
that  relationships  between  communities  and  health  departments  have  improved  as  a 
result  of  working  together  on  prevention  program  planning.   There  is  clearly  an 
enhanced  understanding  of  the  importance  of  data  as  the  basis  of  decision-making 
and  groups  are  improving  the  collection  and  use  of  data  in  their  planning  processes. 
Taken  in  total,  the  evaluations  indicate  promise  that  HTV  prevention  programs  are 
becoming  more  responsive  to  community  needs;  affected  communities  are  more 
accepting  of  prevention  interventions;   prevention  programs  are  more  logical,  better 
grounded,  and  science  based;  and  services  are  better  coordinated  and  less 
duplicative.   The  United  States  Conference  of  Mayors  case  studies  suggest  that,  as  a 
result  of  this  process,   the  allocation  of  resources  may  be  better  targeted  to  priority 
interventions  reaching  specific  at-risk  populations. 

The  Commonwealth  of  Massachusetts  provides  one  specific  example.   As  a 
result  of  the  community  planning  process,  the  state's  AIDS  Bureau  identified 
regional  gaps  in  HIV  prevention  services  and  funding.   Four  regions  of  the  state 
were  found  to  have  deficiencies  in  specific  risk  categories  and  types  of  services.   In 
FY  1994  and  1995,  these  areas  were  targeted  to  receive  more  financial  and 
technical  support.   In  addition,  Massachusetts  reports  that  another  key  impact  of  the 
community  planning  process  has  been  increased  attention  to  the  effectiveness  of 
funded  HTV  prevention  programs.  The  emphasis  on  planning  has  raised  interest  in 
determining  the  efficacy  and  accountability  of  existing  programs.   As  a  result,  a 
number  of  changes  have  been  made  in  the  program  evaluation  practices,  including 
more  stringent  performance  criteria  to  be  met  by  grantees  and  careful  monitoring  of 
contracts. 

There  is  no  question  that  we  have  made  tremendous  progress.  All  signs 
indicate  that  community  planning  is  resulting  in  the  implementation  of  programs 
that  are  better  based  in  science,  focused  to  meet  specific  needs,  and  are  meeting 
enhanced  evaluation  standards.   Yet,  there  are  still  many  challenges.   A  review  of 
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58  applications  and  comprehensive  plans  by  external  reviewers  identified  specific 
weaknesses  or  technical  assistance  needs  in  the  areas  of  priority  setting,  needs 
assessment,  diversity,  group  process,  and  development  of  the  epidemiologic  profile. 
In  addition,  progress  is  not  uniform  across  the  country;  a  few  project  areas  have 
had  difficulties  implementing  the  process.   CDC  is  working  closely  with  these  areas 
to  assist  them  in  overcoming  obstacles  to  implementing  an  effective  community 
planning  process.   In  addition,  CDC  supports  a  national  team  of  technical  assistance 
(T/A)  providers,  and  is  developing  a  registry  of  local  and  regional  T/A  providers, 
who  are  available  to  assist  community  planning  groups  and  health  departments 
across  the  country  in  the  implementation  of  the  community  planning.   Tailored 
technical  assistance  plans  are  developed  for  those  areas  having  difficulties  and  are 
carefully  monitored  by  the  CDC  project  officer. 

Ms.  Pelosi:  How  are  SAMHSA  and  CDC  collaborating  in  the  HIV/AIDS 
interventions,  in  light  of  the  decrease  in  SAMHSA's  funding  for  populations 
identified,  particularly  AIDUs? 

Dr.  Satcher:   CDC  and  representatives  from  SAMHSA's  Center  for 
Substance  Abuse  Treatment  (CSAT)  and  Center  for  Substance  Abuse  Prevention 
(CSAP)  continue  to  have  frequent  discussions  and  interactions  to  (1)  review  current 
substance  abuse  prevention  strategies;  and  (2)  maximize  the  effectiveness  of  HTV 
prevention  activities  within  the  context  of  drug  treatment.   CDC  and  SAMHSA 
have  developed  an  exceptional  federal  partnership  during  the  past  4  years  that  now 
extends  to  our  state  and  local  grantees.   CSAT  block  grants,  CSAT/CSAP 
demonstration  programs,  and  special  initiatives  emphasize  HTV/ AIDS  counseling, 
testing,  and  prevention  and  treatment  as  requisite  components  of  care  for  the 
populations  served.    CDC's  HTV  Prevention  Community  Planning  process  and  the 
STD  Accelerated  Prevention  Campaigns  foster  and  strengthen  community 
involvement  and  access  to  prevention  services  by  refocusing  HTV  prevention  efforts 
to  reach  individuals  at  high  risk  of  HIV  infection  such  as  injection  drug  users  and 
their  sexual  partners.   CDC  program  staff  routinely  coordinate  their  prevention 
activities  with  those  of  drug  treatment  to  avoid  duplication  and  to  maximize  the  use 
of  available  resources  to  reach  those  most  affected. 

Over  the  past  3  years,  CDC  and  SAMHSA  have  worked  together  to  remove 
barriers  to  collaboration  to  enhance  drug  users  access  to  public  health  prevention 
and  medical  services.    For  example,  SAMHSA  and  CDC  developed  a 
comprehensive  confidentiality  training  workshop,  that  has  been  conducted  in  66 
sites  across  the  United  States,  to  promote  the  development  of  cross-program 
activities  at  the  point  of  service  delivery.   Ongoing  collaborative  activities  have 
focused  on  1)  ensuring  compliance  with  CSAT's  block  grant  HTV  requirements,  2) 
providing  routine  assessment/ screening  of  persons  at  high  risk  for  developing  STD 
and  HIV/ AIDS,  3)  providing  access/ referral  to  early  intervention  and  medical 
services  for  high  risk  individuals,  and  4)  developing  interagency  agreements 
between  alcohol  and  drug  programs  and  other  public  health  programs.   CDC  and 
SAMHSA  program  consultants  routinely  share  information  about  program  outcomes 
and  innovative  strategies  for  dissemination. 
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CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 
Disease  Control,  Research,  and  Training 

To  carry  out  titles  I,    II,  III,  VII,  XI,  XV,  XVII,  and  XIX,  of  the 
Public  Health  Service  Act,  sections  101-103, and  201-203  of  the  Federal  Mine  Safety 
and  Health  Act  of  1977,  and  sections  20-22  of  the  Occupational  Safety  and  Health 
Act  of  1970;  including  insurance  of  official  motor  vehicles  in  foreign  countries; 
and  hire,  maintenance,  and  operation  of  aircraft,  $2, 198, 258 , 000,    of  which 
$8,3S3, 000   shall  remain  available  until  expended  for  equipment  and  construction 
and  renovation  of  facilities;  and  of  which  $32,  000,000  shall  be  available  until 
expended  for  Mine  Safety  and  Health  Research:      and  in  addition,  such  sums  as  may 
be  derived  from  authorized  user  fees,  which  shall  be  credited  to  this  account: 
[Provided,  That  for  fiscal  year  1996   and  subsequent  fiscal  years  training  of 
private  persons  shall  be  made  subject  to  reimbursement  or  advances  to  this 
appropriation  for  not  in  excess  of  the  full  cost  of  such  training:  Provided 
further.  That  funds  appropriated  under  this  heading  for  fiscal  year  1996   and 
subsequent  fiscal  years  shall  be  available  for  payment  of  the  costs  of  medical 
care,  related  expenses,  and  burial  expenses  hereafter  incurred  by  or  on  behalf  of 
any  person  who  had  participated  in  the  study  of  untreated  syphilis  initiated  in 
Tuskegee,  Alabama,  in  1932,  in  such  amounts  and  subject  to  such  terms  and 
conditions  as  prescribed  by  the  Secretary  of  Health  and  Human  Services  and  for 
payment,  in  such  amounts  and  subject  to  such  terms  and  conditions,  of  such  costs 
and  expenses  hereafter  incurred  by  or  on  behalf  of  such  person's  wife  or  offspring 
determined  by  the  Secretary  to  have  suffered  injury  or  disease  from  syphilis 
contracted  from  such  person:   Provided  further,  That  for  fiscal  year  1996   and 
subsequent  fiscal  years  amounts  received  by  the  National  Center  for  Health 
Statistics  from  reimbursements  and  interagency  agreements  and  the  sale  of  data 
tapes  may  be  credited  to  this  appropriation  and  shall  remain  available  until 
expended:]  Provided  further.  That  in  addition  to  amounts  provided  herein,  up  to 
$53, 063,000   shall  be  available  from  amounts  available  under  section  241  of  the 
Public  Health  Service  Act,  to  carry  out  the  National  Center  for  Health  Statistics 
surveys . 

Violent  Crime  Reduction  Programs 

For  Education  and  Prevention  Grants   to  reduce  sexual   assaults  against 
women  and   to  establish  Community  Programs  on  Domestic  Violence,    as  authorized  by 
Sections  40151,    40261,    and  40293   of  Public  Law  103-322. (including  administrative 
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cost),  $31,642,000,  to  remain  available  until  expended,  which  shall  be  derived 
from  the  Violent  Crime  Reduction  Trust  Fund. 
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Preventive  Health  Services 
Language  Analysis 


Language  Provision 


Explanation 


"...including  insurance  of  official 
motor  vehicles  in  foreign 
countries " 


No  specific  authorization  exists  for 
the  provision  regarding  insurance ; 
however,  experience  of  the  Centers 
for  Disease  Control  and  Prevention 
in  stationing  Public  Health  Service 
officials  overseas  and. at  the 
Mexican  border  indicates  that  this 
provision  is  essential .   Unless 
adequate  automobile  insurance  is 
provided,  Public  Health  Service 
officials  could  be  subject  to 
arbitrary  arrest  if  they  were 
involved  in  an  accident . 


"...  and  hire,  maintenance,  and 
operation  of  aircraft..." 


The  Centers  for  Disease  Control  and 
Prevention  must  maintain  the  ability 
to  hire  aircraft  for  testing  of  new 
insecticides  and  formulations  and 
for  applying  the  insecticides  when 
outbreaks  of  mosquito-borne  disease, 
such  as  encephalitis,  occur  in 
populous  areas  where  no  other  method 
can  be  used  to  control  the  spread  of 
the  disease. 


"of  which  $8,353,000  shall  remain 
available  until  expended  and  shall 
be  for  construction  and  renovation 
of  facilities " 


Repair  and  construction  projects 
require  lead  time  for  planning, 
designing,  and  contracting 
procedures,  which  require  longer 
than  the  fiscal  year  to  complete  and 
obligate  funds. 


"of  which  $32,000,000  shall  be 
available  until  expended  for  Mine 
Safety  and  Health  Research. . ." 


The  administration  is  proposing  that 
these  activities  be  transferred  to 
CDC  from  the  Department  of  Energy. 


"...  such  sums  as  may  be  derived  from 
authorized  user  fees,  which  shall  be 
credited  to  this  account." 


Provides  specific  authorization  to 
allow  all  funds  collected  as  user 
fees  to  be  deposited  to  this 
appropriation . 


"[Provided,  That  for  fiscal  year 
1996  and  subsequent  fiscal 
years  ... .shall  remain  available 
until  expended:]" 


This  language  is  being  removed 
because  the  wording  "and  subsequent 
fiscal  years"  provides  permanent 
authority  and  renders  it 
unnecessary. 
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Language  Provision 


Explanation 


"...that  in  addition  to  amounts 
provided  herein,  up  to  $53,063,000 
shall  be  available  from  amounts 
available  under  section  241  of  the 
Public  Health  Service  Act,  to  carry 
out  the  National  Center  for  Health 
Statistics  surveys. ..." 


Provides  specific  authorization  for 
use  of  evaluation  funds  by  the 
National  Center  for  Health 
Statistics  to  finance  health 
surveys . 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 

DISEASE  CONTROL,  RESEARCH,  AND  TRAINING 

Amounts  Available  for  Obligation\l 


Appropriation : 
Annual 


1995 
Actual 


$2,083,342,000 


1996 

Policy 


$2,122,693,000 


1997 
Estimate 


$2,198,258,000 


Violent  Crime  Reduction 
Programs  P. L. 103-322 


31,642,000 


Comparable  transfer 
from  the  Department 
of  Energy 
Mine  Health  and  Safety 


42,000,000 


32,000,000 


Appropriation  Total 


2,125,342,000 


2,154,693,000 


2,229,900, 000 


Offset  collections 
from:  CRADA 


Recovery  of  prior  year 
obligations 


Unobligated  balance 
start  of  year 


48,277,203 


45,827,734 


Unobligated  balance 
end  of  year 


(45,827,734) 


Unobligated  balance 
lapsing 


Total  obligations 


$2,128, 103,739 


$2,201,310,734 


$2,230,714,000 


\1  Excludes  the  following  amounts  for  reimbursements:   FY  1995  $134,135,585  and  745  FTE; 
FY  1996  $172,660,000  and  972  FTE;  and  FY  1997  $172,660,000  and  972  FTE. 
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Centers  for  Disease  Control  and  Prevention 

Research  and  Training 

Summary  of  Changes 


1996  Policy/appropriation $2,154, 6  93, 000 

1997  Request $2,229,900,000 

Net  Change $75,207,000 


Increases : 

A.  Built-in: 

Jan  1997  pay  raise/locality  pay  •  3.0% 

Annualisation  of  Jan  1996  pay  increase 

Hithln-grade  increases 

ADP  &  telecommunication 

Health  Statistics  Surveys 

Utilities  and  fuel  oil 

Rental  payments  to  GSA 

dol  employees  compensation  fund 

Vaccine  price  Increase 

Inflation  costs  on  other  objects 
Subtotal 
B .  Program : 

Health  statiatics\NHAHBS 

HIV\AIDS 

--  Prevention  activities 

-  -  Performance  partnership  grant 
Immunization 

•-  Global  eradication  of  polio 
Infectious  Diseases 

-  -  New  and  emerging  infectious  dls 
Buildings  and  facilities 

-  -  Laboratory  space 
Subtotal 
Total  Increases 


1996  Current 
Estimate  Base 

Budget 
TBI    Authority 


$300,549,000 

7.780,650 

300.549.000 

48.936.756 

35.400,000 

6.740,000 

14.000,000 

1.261,228 

153.049,000 

47,451, 035 


$3,514,000 
584.S33.000 


468.092.000 


Change  from  Base 

Budget 
(FTE)    Authority 


$6,672,000 

1.945.000 

5,599.355 

3,545.806 

1.552.258 

196.000 

420.000 

38.000 

4,715.000 

1.423.531 

$26,106,950 


21.600.000 
12.400.000 

20.000.000 

27,000.000 

4.000.000 

96  000. 000 

$122,106,950 


265 


Decreases : 


1996  Current 
Estimate  Base 


Change  from  Baafl 


Budget  Budget 

(FTE)    Authority    (FTE)    Authority 


A.   Program: 

Prevention  centers 

Health  statistics  activities  now  supported  through  1% 

evaluation  funding. 
Sexually  transmitted  diseases  prevention  activities 
--  absorption  of  cost  of  new  infectious  disease  lab. 
Sexually  transmitted  diseases  performance  partnership 
cost  of  new  infectious  disease  lab. 


-  -  absorpt 
Chronic  & 

-  -  absorpt 
Chronic  &  ■ 
--  absorpt 
Infectious. di. 


ironmental  dis 


prevent i 


--  absorption  of  cost  of 
Administrative  reduction 
Absorption 
Total  decreases 
Net  Change 


ironmental  performance  partnership  grant 
of  cost  of  new  infectious  disease  lab 


infectious  dis 


(13,000,000) 


(1,334,000) 
(2,800,000) 
(26.106.9501 
(46.899.950) 
575,207,000 
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Centers  for  Disease  Control  and  Prevention 


Bodge*  Authority  by  Activity 
(Dollars  in  Thousands) 


Prev  HWl.  Block  Grants 

(a)  Grants 

(b)  Prevention  Activities 
Subtotal 

(c)  Violence  Prevention  Activities 
Subtotal 

HIV/AIDS  Performance  Partnership 

HIV/AIDS 

STTVTB  Performance  Partnership 

Sexually  Transmitted  Diseases 

Tuberculosis 

Immunization  Performance  Partnership 

Immunization 

(a)  Grants 

(b)  Prevention  Activities 
Subtotal 

Chronic  Disease  Performance  Partnership 

Chronic  &  Environmental  Disease  Prev. 

Breast  &  Cervical  Cancer  Prevention 

Prevention  Centers 

Infectious  Diseases 

Lead  Poisoning 

Injury 

(a)  Violence  Prevention  Activities 
Subtotal 

Occupational  Safety  and  Health 
Mine  Safety  &  Health 
Subtotal 

Epidemic  Services 

Health  Statistics 

(a)  Prevention  Activities 

(b)  1%  Evaluation 
Subtotal 

Buildings  &  Facilities 

Program  Management 
Total.  Budget  Authority 

Reimbursements 

Other  Reimbursements 
User  Fees 

Suoerfund  Allocation  (EPA) 
CUA 

Trust  Fund 
1%  Evaluation 
Subtotal 

Total.  Program  Level 


1995 
Actual 

1996 
Policy 

1997 

FTE 

BA 

FTE 

BA 

FTE 

BA 

14 
16 
30 
0 
30 

152.487 

5.429 

157.916 

0 

157.916 

14 
16 
30 

g 

30 

139.913 
5.330 
145.243 
28.542 
173.785 

14 
16 
30 
0 
30 

139.907 
5.322 
145,229 
28.542 
173.771 

0 

0 

0 

0 

4 

297,875 

917 

589.831 

917 

584.533 

913 

319.106 

0 

0 

0 

0 

306 

182,290 

542 

105.164 

542 

105.527 

236 

24.578 

60 

119.573 

60 

119.325 

60 

16.404 

0 

0 

0 

0 

68 

176.656 

74 
320 
394 

359.377 
104.357 
463,734 

74 
32Q 
394 

358.939 
109.153 
468.092 

6 
32Q 
326 

182.247 
128.990 
311.237 

0 

0 

0 

0 

13 

117.351 

587 

139.664 

567 

144.030 

567 

106.156 

51 

100.000 

51 

124.696 

38 

44.677 

0 

7.724 

0 

8.099 

0 

7,106 

440 

54.340 

440 

62,377 

440 

87.820 

34 

36.404 

34 

36.205 

34 

36.188 

73 

g 

73 

43,669 

g 

43.669 

73 

g 

73 

43.235 
3.100 
46.335 

73 
0 
73 

43.198 
3.100 
46.298 

958 
46J 

1.424 

131.984 
42.000 
173.984 

95S 

413 
1.371 

137.160 
32.000 
169,160 

958 

413 
1.371 

136.584 
32.000 
168.584 

893 

73.196 

893 

67.867 

893 

67.413 

470 
47 
517 

53.508 
27.862 
81.370 

243 

274 
517 

37.639 
40.063 
77.702 

243 

224 
517 

35.400 
53.063 
88.463 

0 

3,575 

0 

4,353 

0 

8.353 

65 

5.980 

3.058 
2.125.342 

09 

5.680 

2.670 
2.154.693 

85 

5.680 

2.537 
2.229.900 

222 

406 
69 

1.104 
68.838 

222 

406 
69 

1.744 
59.000 

222 

406 
69 

1.744 
58.000 

47 
745 

27.962 
97.604 

274 

972 

40.063 
100.807 

274 

972 

53.063 
112.807 

6.705 

2.223.146 

6.652 

2.255.500 

6.652 

2.342.707 
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Centers  for  Disease  Control  and  Prevention 


Budget  Authority  by  Activity 
(Dollars  in  Thousands) 


1  1 


Prev  Hlth  Block  Grants 

(a)  Grants 

(b)  Prevention  Activities 
Subtotal 

(c)  Violence  Prevention  Activities 
Subtotal 

HIV/AIDS  Performance  Partnership 

HIV/AIDS 

STD/TB  Performance  Partnership 

Sexually  Transmitted  Diseases 

Tuberculosis 

Immunization  Performance  Partnership 

Immunization 

(a)  Grants 

(b)  Prevention  Activities 
Subtotal 

Chronic  Disease  Performance  Partnership 

Chronic  &  Environmental  Disease  Prev 

Breast  &  Cervical  Cancer  Prevention 

Prevention  Centers 

Infectious  Diseases 

Lead  Poisoning 

Injury 

(a)  Violence  Prevention  Activities 
Subtotal 

Occupational  Safety  and  Health 
Mine  Safety  &  Health 
Subtotal 

Epidemic  Services 

Health  Statistics 

(a)  Prevention  Activities 

(b)  1%  Evaluation 
Subtotal 

Buildings  &  Facilities 

Program  Management 
Total.  Budget  Authority 

Reimbursements 

Other  Reimbursements 
User  Fees 

Superfund  Allocation  (EPA) 
CLIA 

Trust  Fund 
1  %  Evaluation 
Subtotal 

Total,  Program  Level 


1995 
Comparable 

FTE 

BA 

14 
16 
30 
0 
30 

152.487 
5.429 

157,916 

0 

157.916 

4 

285,500 

913 

303,231 

306 

185.500 

236 

22.564 

60 

16.673 

66 

176.700 

6 
320 
326 

182.677 
104.357 
287.034 

13 

118.100 

567 

102,664 

38 

20.000 

0 

7,724 

440 

54.340 

34 

36,404 

73 
0 
73 

43.669 

0 

43,669 

958 

466 

1.424 

131,984 
42.000 

173,984 

470 
47 
517 

53.508 
27.862 
81,370 

0 

3,575 

65 
5,960 

3.058 
2.125.342 

222 

406 
69 

1.104 
68.838 

47 
745 

27.862 
97,804 

6.705 

2.223,146 

1996 

Policy  Comparable 

FTE 

BA 

14 

139,913 

16 

5.330 

30 

145,243 

0 

28.542 

30 

173.785 

4 

285,477 

913 

297,956 

306 

183.106 

236 

25.321 

60 

16.425 

68 

176.659 

6 

182.280 

320 

109.153 

326 

291.433 

13 

118.024 

567 

107.106 

38 

44,696 

0 

8.099 

440 

62,377 

34 

36.205 

73 

43,235 

0 

3.100 

73 

46.335 

958 

137.160 

413 

32.000 

1,371 

169.160 

243 
274 
517 

37.639 
40.063 
77.702 

0 

4.353 

65 
5.680 

2.670 
2.154.693 

222 

406 
69 

1,744 
59.000 

274 
972 

40.063 
100.807 

1997 
Estimate 

FTE 

BA 

14 
16 
30 
0 
30 

139.907 
5.322 
145.229 
28.542 
173,771 

4 

297.875 

913 

319.106 

306 

182.290 

236 

24.578 

60 

16.404 

68 

176.656 

6 
320 
326 

182.247 
128.990 
311.237 

13 

117,351 

567 

106.156 

38 

44,677 

0 

7,106 

440 

87,820 

34 

36.188 

73 
73 

43.198 
3.100 
46.298 

958 

413 

1,371 

136.584 
32.000 
168.584 

243 
274 
517 

35,400 
53.063 
88.463 

0 

8,353 

65 

5.680 

2.637 
2.229.900 

222 

406 
69 

1,744 
58.000 

274 
972 

53.063 
112.807 

6.652      2.255,500 


6.652      2.342,707 
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Centers  for  Disease  Control  and  Prevention 
Budget  Authority  by  Object 


Personnel  compensation 
Full-time  permanent 
Other  than  permanent 
Other  personnel  compensation 
Total  personnel  compensation 

Personnel  Benefits:  Civilian 

Benefits  to  Former  Personnel 


FY  1995 

Comparable 

$231,484,000 

11,310,000 

11,552,000 

254,346,000 

68,398,000 

7,429,000 


Travel  and  transportation  of 

persons  15,894,000 

Transportation 

of  things  3,065,000 

Rent,  communications,  and  utilities 

Rental  payments  to  GSA  13,725,000 

Communications,  utilities  and 

miscellaneous  charges  19,569,000 

Printing  &  reproduction  4,944,000 

Other  services  62,766,000 

Project  contracts  175,127,000 

Operation  and  Maintenance  of 

Equipment  8,949,000 

Supplies  and  materials  17,017,000 

Equipment  37,194,000 

Lands  and  structures  1,233,000 
Grants : 

Direct  Assistance:  Provided  in  lieu  of  cash 


FY  1996 
Policy 

$221,472,000 

12,152,000 

12,039,000 

245,663,000 

65,706,000 

2,800,000 

16,357,000 

2,865,000 

14,006,000 

17,903,000 

4,396,000 

62,743,000 

181,133,000 

8,949,000 
21,021,000 
33,721,000 

1,633,000 


FY  1997 
Estimate 

$226,908,000 

12,176,000 

12,063,000 

251,147,000 

67,718,000 

300,000 

16,622,000 

3,051,000 

14,282,000 

17,936,000 

3,906,000 

63,269,000 

197,840,000 

9,169,000 
22,030,000 
42,853,000 

5,636,000 


Personnel  compensation 
Personnel  benefits 
Benefits  to  Former  Personnel 
Travel  and  transportation 

of  persons 
Transportation  of  things 
Printing  and  reproduction 
Project  contracts 
Supplies  and  materials 
Equipment 
Financial  assistance 

Total  budget  authority  by 
object  class 


31,684,000 

6,947,000 

115,000 

1,214,000 

174,000 

391,000 

2,243,000 

83,000,000 

23,000 

1.309.895,000 


$2,125,342,000 


32,951,000 
7,225,000 


1,214,000 

174,000 

391,000 

2,243,000 

100,000,000 

23,000 

1.331.S76.000 


33,692,000 
7,388,000 


1,214,000 

174,000 

391,000 

2,243,000 

120,000,000 

23,000 

1.349.016.000 


$2,154,693,000    $2,229,900,000 
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CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 
ADMINISTRATIVE  COSTS 


FY  1996 

FY  1997 

FY  1995 

Policy 

Estimate 

Personnel  Compensation : 

Full-time  permanent  (11. 1) 

$263,168,000 

$250,673,000 

$260,600,000 

Other  than  Full-time  permanent 

(11.3) 

11,310,000 

12,152,000 

12,176,000 

Other  Personnel  Compensation 

(11.5) 

11.552.000 

12.039.000 

12.063.000 

Total  Personnel  Compensation 

(11.9) 

286,030,000 

278,614,000 

284,839,000 

Civilian  Personnel  Benefits 

(12.1) 

75,345,000 

72,931,000 

75,106,000 

Benefits  to  Former  Personnel 

(13.0) 

7,544,000 

2.800.000 

300.000 

Subtotal,  Pay  Costs 

368,919,000 

354,345,000 

360,245,000 

Travel  (21.0) 

17,108,000 

17,571,000 

17,836,000 

Transportation  of  Things  (22.0) 

3,239,000 

3,039,000 

3,225,000 

Rental  Payment  to  Others  (23.2) 

1,295,000 

1,295,000 

1,295,000 

Communications,  Utilities  s. 

Miscellaneous  Charges  (23.3) 

18,274,000 

16,608,000 

16,641, 000 

Printing  and  Reproduction  (24.0) 

5,335,000 

4,787,000 

4,297,000 

Consulting  Services  (25.1) 

1,808,000 

819,000 

821,000 

Other  Services  (25.2) 

60,958,000 

61,924,000 

62,448,000 

Supplies  and  Materials  (26.0) 

17,017,000 

21,021,000 

22,030,000 

Subtotal,  Non  Pay  Costs 

125.034.000 

127.064.000 

128.5?3,00O 

TOTAL 

$493,953,000 

$481,409,000 

$488,838, 000 
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SIGNIFICANT  ITEMS  IN  HOUSE  AND  SENATE 
APPROPRIATIONS  COMMITTEE  REPORTS 


1996  House  Appropriations  Committee  Report  Language 

Item 

Breast  and  cervical  cancer  screening   --  ....  The  Committee  continues  to  be 
concerned  about  the  disproportionately  high  prevalence  of  cancer  among 
disadvantaged  and  minority  populations .   Despite  an  overall  drop  in  breast 
cancer  rates,  the  rates  for  minority  groups  continue  to  increase.   The 
Committee  encourages  CDC  to  give  priority  to  these  groups  in  its  screening 
program . 

Action  Taken  or  To  Be  Taken 

The  National  Breast  and  Cervical  Cancer  Early  Detection  Program's  screening 
guidelines  place  a  high  priority  on  reaching  women  age  50  and  older  as  well  as 
racial  and  ethnic  minorities .   The  percentage  of  mammograms  provided  for  women 
in  the  50  and  older  age  group  has  increased  from  41%  to  67%.   A  review  of  the 
Program's  records  reveals  that  49%  of  the  mammograms  and  48%  of  the  Pap  tests 
were  received  by  minority  women. 

CDC  continues  to  strengthen  efforts  to  screen  minority  women  in  all  state 
programs.  State  efforts  include  culturally-sensitive  cancer  education, 
community-based  facilities  to  provide  clinical  breast  exams  and  screening 
mammograms,  and  community  outreach  programs. 

Additionally,  CDC  works  with  national  organizations  to  reach  specific 
populations.   In  fiscal  year  1995,  CDC  provided  more  than  $2,000,000  to  12 
national  organizations  to  educate  their  constituents  about  breast  and  cervical 
cancer,  to  increase  access  to  breast  and  cervical  screening  among  target 
populations,  and  to  develop  strategies  for  reaching  target  populations  in 
collaboration  with  state  health  agencies. 

Item 

Infectious  diseases   --  ....    In  response  to  a  report  by  the  Institute  of 
Medicine  which  determined  that  the  U.S.  public  health  system  is  generally 
unprepared  to  address  emerging  microbial  threats,  CDC  has  developed  a 
comprehensive  plan  that  consists  of  a  four-point  strategy  including 
surveillance;  applied  research;  prevention  and  control;  and  infrastructures. 
The  Committee  encourages  CDC  to  expand  its  surveillance  efforts  in  1996,  which 
will  improve  the  detection  and  response  to  emerging  pathogens. 

Action  Taken  or  To  Be  taken 

CDC  has  begun  to  systemically  implement  the  highest  priority  items  in  the 
comprehensive  plan  on  addressing  emerging  infectious  disease  threats. 
Specific  actions  to  address  surveillance  efforts  to  improve  the  detection  and 
response  to  emerging  pathogens  include:  1)   the  development  of  four 
population-based  emerging  infections  programs  at  the  state/local  level;  2) 
assisting  10  state  and  local  public  health  agencies  in  enhancing  and 
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maintaining  capacity  for  public  health  surveillance  and  response  for 
infectious  diseases,-  3)  the  initiation  of  new  sentinel  networks  in 
collaboration  with  the  Infectious  Diseases  Society  of  America  (IDSA)  and 
academically-associated  emergency  departments  to  further  develop  capacity  for 
identifying  and  investigating  infectious  disease  problems;  4)  enhancements  to 
six  existing  infectious  disease  surveillance  networks;  and  5)  chairing  an 
interagency  task  force  of  the  Committee  on  International  Science,  Engineering 
and  Technology  to  implement  recommendations  contained  in  a  report  of  the 
National  Science  and  Technology  Council  on  global  infectious  disease  health 
threats. 

Item 

Infectious  diseases   --  ....  The  Committee  is  concerned  that  excessive  use  of 
antimicrobial  drugs  is  increasing  the  prevalence  of  drug- resistant  infections. 
If  this  trend  continues,  the  choices  of  effective  therapy  for  common 
infections  may  become  more  and  more  limited.   The  Committee  urges  CDC  and  NIH 
to  work  in  collaboration  in  this  important  area  of  drug  resistance. 

Action  Taken  or  To  Be  taken 

CDC  has  made  controlling  antimicrobial  resistance  a  major  objective  of  its 
"Addressing  Emerging  Infectious  Diseases"  plan,  and  has  established  a  working 
group  within  CDC  to  implement  the  surveillance,  prevention,  and  research 
activities  contained  in  the  Plan.  Collaborations  with  national  and 
international  organizations,  including  NIH  and  WHO  have  been  instituted  to 
enhance  surveillance  and  prevention  activities.  CDC  will  continue  to  work  with 
NIH  to  develop  programs  that  focus  on  the  increasing  antimicrobial  resistance 
problem.   Several  cooperative  agreement /grant  awards  will  be  made  in  FY  96  by 
CDC  to  address  this  problem. 

Item 

Lead  poisoning  prevention  --    ....  The  Committee  urges  CDC  to  make  further 
efforts  to  target  the  program  to  those  areas  with  the  greatest  level  of  need 
and  encourages  CDC  to  continue  to  develop  more  effective  and  portable  hand 
screening  tools  for  professionals  to  use  in  the  field.   Such  tools  will  allow 
an  almost  immediate  reading,  which  makes  possible  immediate  intervention  and 
treatment . 

Action  Taken  or  To  Be  Taken 

CDC's  activities  continue  to  be  focused  on  areas  with  the  highest  risk 
populations.   CDC  is  now  developing  new  screening  guidelines  to  better  target 
high  risk  communities  and  is  working  with  states  and  communities  to  help 
identify  and  target  their  high  risk  populations.   This  includes  assisting 
states  and  communities  in  using  their  data  to  direct  them  to  areas  of  greatest 
need. 

CDC  continues  to  support  the  development  of  new  blood  lead  measuring 
instruments  that  are  rugged;  portable;  inexpensive;  easy  to  operate;  and 
perform  accurately  and  precisely.   CDC  narrowed  the  number  of  lead  instrument 
development  grants  from  eight  to  three  in  1995.   The  three  grantees  include  a 
state  health  department,  a  university,  and  a  private  manufacturer.   It  is 
expected  that  at  least  one  of  the  grantees  will  have  an  instrument  approved  by 
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FDA  and  ready  to  market  in  1996.   The  prototype  is  about  the  size  of  a  large 
hand-held  calculator. 

Item 

Injury  control   --  ....  The  Committee  urges  CDC  to  reexamine  its  injury  control 
portfolio  to  target  available  funding  to  activities  for  which  CDC  can  develop 
and  implement  specific  interventions  and  which  are  not  currently  being 
addressed  in  some  fashion  by  other  Federal  agencies,  such  as  the  Justice  and 
Transportation  Departments. 

Action  Taken  or  To  Be  Taken 

CDC  has  reviewed  its  inventory  of  injury  control  programs  and  is  targeting 
available  funds  to  activities  that  do  not  duplicate  the  efforts  of   the 
Departments  of  Justice  or  Transportation.    CDC- -as  the  only  Federal  agency  to 
bring  to  the  injury  field  the  expertise  of  specialists  in  epidemiology, 
prevention,  biomechanics,  treatment,  and  rehabilitation  and  in-house 
scientific  expertise  in  medical  and  public  health  issues--  is  uniquely 
structured  to  develop  the  science  which  will  serve  as  the  basis  for  prevention 
strategies  in  all  areas  of  injury  control,  including  injuries  resulting  from 
motor  vehicle  crashes,  falls,  fires,  burns,  drownings,  poisonings,  homicides 
and  suicide . 

Unlike  the  criminal  justice  system,  which  focuses  on  punishment  and 
adjudication,  CDC's  violence  prevention  activities  are  focused  on  preventing 
such  injuries  before  they  occur.   CDC  supports  educational  measures  that 
change  attitudes  about  violence  and  provide  young  people  with  skills  in 
resolving  conflict  nonviolently,  including:  mentoring,  peer  mediation, 
training  in  conflict  resolution  and  social  skills.   These  and  other  projects 
are  designed  to  assess  the  effectiveness  of  specific  interventions  to  reduce 
injuries  and  deaths  related  to  interpersonal  violence  among  adolescents  and 
young  adults. 

In  the  area  of  traffic  safety,  CDC  supplements,  without  duplicating, 
activities  conducted  by  the  National  Highway  Traffic  Safety  Administration 

(NHTSA)  by  applying  the  public  health  approach.   Specific  projects  currently 
funded  by  CDC  include  a  study  of  childhood  injuries  and  deaths  due  to  drinking 
drivers  and  an  evaluation  of  the  effectiveness  of  clinical  prevention  services 

(e.g.,  substance  abuse  assessment  and  treatment)  for  alcohol -related  injuries. 
The  results  of  these  and  other  projects  should  provide  new  information  that 
will  help  to  improve  the  treatment  of  injury  patients  and  provide  a  basis  for 
public  health  interventions.   In  its  approach  to  the  older  driver  issue,  CDC 
is  also  unique  because  it  is  the  only  agency  to  bring  to  the  table  a  medical 
viewpoint,  using  a  community-wide  or  population  perspective.   For  example, 
studies  of  the  relationship  of  medical  conditions  to  motor  vehicle  crashes 
will  help  contribute  to  state  licensing  policies  regarding  older  drivers  that 
achieve  an  optimum  balance  between  safety  and  mobility. 

Finally,  to  ensure  coordination  and  avoid  duplication,  CDC  hosts  three  yearly 
meetings  of  the  HHS  Secretary's  Advisory  Committee  for  Injury  Prevention  and 
Control  that  consists  of  representatives  of  federal  agencies  with  an  interest 
in  injury  control.   This  advisory  committee  reviews  grant  program 
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announcements  and  makes  funding  recommendations  to  avoid  duplication  in 
federal  spending  for  injury  control  programs. 


1995  Senate  Appropriations  Committee  Report  Language 


Item 

Immunization  --  ....   Within  the  amounts  appropriated,  $149,000,000  is 
provided  for  the  purchase  of  vaccine  under  the  317  program.   Of  the 
$14  9,000,000  made  available  for  vaccine  to  the  States,  CDC  has  the  discretion 
to  reallocate  additional  funding  for  infrastructure  grants  if  the  entire 
amount  available  for  317  vaccine  purchases  is  not  needed  by  the  States.   This 
will  ensure  that  States  receive  up  to  their  maximum  estimates  for  vaccine 
purchase,  and,  at  the  same  time,  provide  CDC  with  flexibility  to  reallocate 
vaccine  purchase  dollars  if  States'  needs  prove  lower  than  the  amount 
provided.   The  Committee  expects  to  be  notified  prior  to  the  transfer  of  any 
funds  between  vaccine  purchase  and  infrastructure,  of  the  amount  of  transfer, 
the  State  carryover  balances,  and  the  justification  for  the  transfer. 

Action  Taken  or  To  Be  Taken 

A  decision  regarding  the  transfer  of  any  funds  between  vaccine  purchase  and 
infrastructure  will  not  be  made  until  later  in  the  fiscal  year  and  will  be 
based  on  actual  vaccine  purchases  during  the  first  three  quarters  of  FY96 . 
Prior  to  the  transfer  of  any  funds,  CDC  will  inform  the  Committee  of  the 
amount  of  the  transfer.  State  carry-over  balances,  and  justification  for  the 
transfer . 

Item 

Immunization  —    ....   Anecdotal  evidence  and  some  survey  data  indicate  that 
coverage  rates  remain  unacceptably  low  in  certain  inner-city  communities  with 
high  poverty  rates  and  concentrated  populations  of  underprivileged  children. 
The  Committee  directs  CDC  to  develop  and  implement  a  strategy  for  identifying 
and  targeting  resources  on  these  high-risk  populations  and,  in  particular,  to 
expand  the  use  of  practice  assessments  and  WIC  linkages. 

Action  Taken  or  To  Be  Taken 

As  directed  by  the  Senate  Report,  CDC  has  reserved  ten  percent  of  each 
immunization  grantee's  infrastructure  funding  and  has  developed  and 
distributed  supplemental  grant  guidance.   This  guidance  describes  the  criteria 
each  grantee  must  agree  to  meet  (or  is  already  meeting)  in  developing  and 
implementing  assessment  and  referral  procedures  for  WIC  clientele.   Grantees' 
supplemental  requests  are  due  to  CDC  by  March  1,  1996  and  funds  will  be 
awarded  to  those  applicants  meeting  the  criteria.   CDC  staff  will  work  with 
those  grantees  whose  requests  for  funding  do  not  meet  the  criteria  described 
above.   CDC  will  monitor  grantees  progress  in  implementing  the  WIC-based 
assessment/referral  efforts. 

Assessment  of  immunization  coverage  in  all  public  clinics  is  an  activity 
required  by  the  current  immunization  grant  guidance.   All  grantees  are  engaged 
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in  this  activity,  and  in  1995,  most  indicated  to  CDC  that  they  anticipated 
completing  assessments  in  all  their  public  clinics  by  the  end  of  the  year. 
CDC  staff  will  collect  data  from  grantees  this  Spring  to  determine  their 
progress  during  the  preceding  12  months.   CDC  believes  that  virtually  all 
grantees  accomplished  this  task  in  1995  and  that  they  will  again  in  1996 . 

Item 

Immunization  --  ....    The  Committee  has  continuing  concerns  about  the 
inability  of  317  program  grantees  to  expend  funds  allocated  for  immunization 
services,  particularly  in  areas  with  large  populations  of  high-risk  children. 
This  failure  has  resulted  in  a  large  pool  of  unspent  carryover  funds  from 
previous  fiscal  years.   The  Committee  believes  that  new  ways  to  develop  and 
implement  immunization  initiatives  must  be  created  and  tested.   The  Committee, 
therefore,  directs  CDC  to  allocate  $30,000,000  for  the  purpose  of  conducting 
and  evaluating  community-based  interventions  funded  directly  by  the  CDC. 

Action  Taken  or  To  Be  Taken 

CDC  is  currently  developing  a  program  announcement  for  the  Academic  Medical 
Center  (AMC)  Childhood  Immunization  Demonstration  Project,  which  is  on 
schedule  for  publication  in  the  Federal  Register  during  April  1996.   CDC 
anticipates  making  3  urban  awards  and  1  rural  award  with  project  periods  of  up 
to  5  years.   An  AMC  is  defined  as  a  medical  school,  hospital  or  center  which 
is  a  participating  institution  in  an  accredited  residency  program  in 
pediatrics  or  family  medicine.   An  eligible  applicant  is  an  AMC  which  meets 
minimum  numerical  criteria  for  children  directly  served  and  children  residing 
in  the  area  where  the  project  will  be  conducted,  and  collaboration  among  AMCs 
for  this  project  is  welcomed. 

CDC  is  also  preparing  to  award  a  contract  for  an  independent  community- level 
evaluation  of  the  success  of  the  demonstration  project.   This  evaluation  will 
be  performed  at  intervals  during  the  project  period  through  population-based 
surveys  of  immunization  coverage  which  will  be  conducted  in  each  AMC 
Demonstration  project  area.   The  surveys  will  be  conducted  among  a  matched 
control  population  for  each  project  area  selected  to  help  gauge  what  progress 
in  immunization  coverage  levels,  above  and  beyond  normal  background 
immunization  activity,  reasonably  can  be  attributed  to  the  demonstration 
project . 

Item 

Immunization   --  ....  the  Committee  directs  CDC  to:  (1)  survey  current  efforts 
in  school-based  health  center  to  immunize  preschool  children,  and  (2)  conduct 
three  to  four  demonstration  projects  for  the  purpose  of  expanding  such 
efforts,  using  the  most  successful  methodologies  identified  by  the  survey. 
These  demonstration  projects  should  be  conducted  using  existing  funds 
available  for  such  purposes . 

Action  Taken  or  To  Be  Taken 

CDC  is  in  the  process  of  compiling  literature  and  existing  survey  data  on 
elementary  school-based  health  centers  and  efforts  to  immunize  preschool 
children. 
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CDC  is  currently  writing  a  program  announcement  and  guidance  to  award 
cooperative  agreements  for  three  to  four  demonstration  sites  during  FY  1996. 

Item 

Immunization   --  ....  In  order  to  offset  the  increased  funding  for  the  global 
polio  eradication  effort,  the  Committee  recommends  the  CDC  consider  reductions 
to  the  following  two  activities:  One,  eliminating,  or  significantly 
curtailing,  the  random  digit  dialing  (RDD)  survey  . . . .The  Committee  is 
concerned  that:  (1)  the  survey's  national  findings  duplicate  the  findings  of 
the  National  Health  Information  Survey  (NHIS)  which  CDC  will  continue  to  fund 
at  a  cost  of  around  $1,000,000  annually;  and  (2)  the  annual  cost  of  the  survey 
cannot  be  justified  by  its  utility.   RDD  does  not  provide  significant 
information  on  high-risk  communities  for  targeting  purposes,  and  in  some 
respects,  it  duplicates  surveys  conducted  by  each  State  ....  reducing  ....  the 
request  for  grants  for  immunization  tracking  systems.   This  allocation  was 
initially  made  in  anticipation  of  authorizing  legislation  to  establish  a 
national  tracking.   The  authorizing  legislation  has  never  been  enacted. 
Instead,  these  funds  have  been  used  to  develop  State-level  tracking  systems. 
The  Committee  supports  development  of  State  tracking  systems;  however,  given 
the  high  carryover  balances  of  IAP  funds,  the  Committee  believes  funding  for 
State  tracking  systems  should  be  financed  from  individual  IAP  grants  ....  a 
reduction  of  $1,300,000  for  the  national  outreach  project.   This  project  was 
funded  in  1995  to  publicize  the  children's  immunization  initiative  and  to  test 
national  outreach  approaches  for  a  1-year  period.   This  effort  was  in  addition 
to  the  ongoing  outreach  and  education  efforts  conducted  by  the  CDC.   The 
Committee  encourages  CDC  to  incorporate  any  successful  strategies  developed 
during  this  pilot  project  in  the  Agency's  on-going  outreach  operations. 

Action  Taken  or  To  Be  Taken 

CDC  agrees  with  the  Committee  that  the  development  of  State  tracking  systems 
should  be  supported.   CDC  believes  that  State  tracking  systems  are  the 
cornerstone  of  an  effective  immunization  program  and  requires  a  long-term 
commitment  to  developing  these  systems.   All  States  have  been  frequently 
encouraged  to  use,  where  possible,  infrastructure  funds  to  finance  the 
development  of  tracking  systems.   However,  it  is  important  to  point  out  that 
over  20  immunization  grantees  have  carry-over  amounts  of  less  than  10%,  alone 
not  enough  to  provide  the  support  necessary  to  build  immunization  tracking 
systems.   Support  for  tracking  systems  must  be  consistent  and  long-term. 

CDC  acknowledges  the  Committee's  concerns  related  to  the  National  Immunization 
Survey  (NIS) .   The  NIS  is  a  composite  measure  of  vaccination  coverage  based  on 
data  from  three  sources:  a  random  telephone  survey  of  households  with  children 
between  19-35  months  of  age;  the  National  Health  Interview  Survey  immunization 
supplement  and;  data  from  checks  of  immunization  records  kept  by  providers  of 
children  whose  parents  were  interviewed  by  phone.   Ongoing  discussions  between 
CDC  and  external  groups  such  as  the  Association  of  State  and  Territorial 
Health  Officials  and  the  Council  of  State  and  Territorial  Epidemiologists  are 
occurring  and  various  options  related  to  NIS  are  being  considered. 

In  October  1995,  CDC  moved  the  national  outreach  program  to  Atlanta  to  be 
fully  integrated  with  the  activities  of  the  National  Immunization  Program.  The 
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CDC  plans  to  incorporate  successful  outreach  strategies  into  ongoing 
immunization  activities. 

Item 

Immunization  --  ....  As  was  noted  in  the  recent  reports  by  the  GAO  and  the 
Institute  on  Advanced  Studies  in  Immunology  and  Aging,  the  Committee  is 
impressed  with  the  important  role  which  adult  immunizations,  particularly 
influenza  and  pneumococcal  vaccines,  can  have  in  maintaining  the  health  of 
aging  adults,  as  well  as  in  significantly  reducing  health  care  expenditures. 
As  such,  the  Committee  encourages  the  CDC  to  work  with  the  private  sector  in 
an  effort  to  increase  public  information,  awareness,  and  use  of  adult 
immunizations . 

Action  Taken  or  To  Be  Taken 

CDC  agrees  with  the  Committee  that  adult  immunization  can  play  a  significant 
role  in  improving  the  health  of  older  Americans.   Vaccination  levels  among 
aging  adults  are  increasing.   Influenza  vaccination  levels  among  persons  65 
years  and  older  rose  from  20%  in  1985  to  61%  during  the  1993-94  season, 
meeting  the  Healthy  People  2000  goal  six  years  prior  to  the  target  date. 

CDC  actively  participated  in  the  development  of  the  National  Vaccine  Advisory 
Committee  (NVAC)  Report  on  Adult  Immunization,  published  in  1994,  which 
establishes  5  major  goals  for  improving  adult  immunization  in  the  U.S.   As 
part  of  the  NVAC  Adult  Immunization  Working  Group,  CDC  initiated  activities  to 
develop  an  implementation  plan. 

CDC  is  aggressively  pursuing  partnerships  with  key  public,  private,  and 
voluntary  organizations/agencies.   An  interagency  agreement  with  Heatlth  Care 
Financing  Administration  (HCFA)  was  developed  to  enlist  public,  institutional, 
and  private  care  givers  as  providers  of  vaccination  services  to  Medicare 
beneficiaries;  assess  promising  strategies;  evaluate  factors  affecting 
provider  practices  and  beneficiary  acceptance  of  vaccination;  and  establish 
evaluation  mechanisms.   CDC  also  funds  the  National  Coalition  for  Adult 
Immunization  to  promote  national  information/education  activities  for 
providers  and  consumers,  and  assist  in  the  development  of  local  coalitions. 
Relationships  with  professional  groups  have  been  established  or  strengthened. 

Item 

Infectious  diseases   --    ....    Emerging  infectious  diseases,  including  drug- 
resistant  infections,  pose  an  increasing  threat  to  the  health  and  well-being 
of  the  public.   The  Committee  is  pleased  that  CDC  has  prepared  and  released  a 
comprehensive  plan,  "Addressing  Emerging  Infectious  Disease  Threats:  A 
Prevention  Strategy  for  the  United  States,"  in  response  to  a  report  issued  by 
the  Institute  of  Medicine  that  outlined  the  threat  of  infectious  diseases  in 
the  United  States .   The  Committee  urges  CDC  to  make  the  implementation  of  the 
comprehensive  plan  a  priority. 

Action  Taken  or  To  Be  Taken 

CDC  has  begun  to  systematically  implement  the  highest  priority  items  in  the 
comprehensive  plan  on  addressing  emerging  infectious  disease  threats  including 
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drug- resistant  infections.   Specific  actions  to  address  surveillance  efforts 
to  improve  the  detection  and  response  to  emerging  pathogens  include:   1) 
developing  four  population-based  emerging  infections  programs  at  the 
state/local  level;  2)  assisting  10  state  and  local  public  health  agencies  in 
enhancing  and  maintaining  capacity  for  public  health  surveillance  and  response 
for  infectious  diseases;  3)  initiating  two  sentinel  networks  in  collaboration 
with  the  Infectious  Diseases  Society  of  America  (IDSA)  and  academically- 
associated  emergency  medicine  departments  to  further  develop  capacity  for 
investigating  infectious  disease  problems;  4)  enhancing  six  existing 
infectious  disease  sentinel  surveillance  networks;   5)  chairing  an  interagency 
task  force  of  the  Committee  on  International  Science,  Engineering  and 
Technology  to  implement  recommendations  contained  in  a  report  of  the  National 
Science  and  Technology  Council  on  global  infectious  disease  health  threats;  6) 
launching  an  Emerging  Infectious  Disease  journal  that  is  available  on 
Internet;  7)  developing  opportunistic  infection  prevention  guidelines  in 
collaboration  with  IDSA  for  HIV-infected  persons;  and  8)  having  begun  a  public 
health  laboratory  fellowship  training  program  on  emerging  infectious  diseases . 

Item 

Chronic   and  environmental   disease  prevention   --  ....  The  Committee  is  pleased 
that  the  CDC  has  been  working  closely  with  the  Hawaii  Department  of  Health  and 
the  U.S.  Geologic  Survey  to  determine  the  environmental,  physical,  and  mental 
effects  of  volcanic  emissions  that  might  result  in  higher  levels  of  cancer, 
asthma,  and  other  serious  illnesses.   The  Committee  is  particularly  interested 
in  the  health  impact  on  children  of  volcanic  emissions. 


Action  Taken  or  To  Be  Taken 

The  Centers  for  Disease  Control  and  Prevention  (CDC)  has  continued  to  work 
closely  with  the  Hawaii  State  Department  of  Health  in  evaluating  the  health 
effects  related  to  the  eruption  of  the  Kilauea  Volcano.   The  March,  1996, 
edition  of  the  Hawaii  Medical  Journal  will  feature  a  study  that  examined  long 
term  trends  as  well  as  weekly  variability  of  chronic  respiratory  disease 
emergency  room  visits  on  the  Island  of  Hawaii.   This  work,  a  result  of 
collaboration  between  CDC  and  the  Hawaii  Department  of  Health,  studied  both 
children  and  adults. 

Item 

Chronic  fatigue  and  immune  dysfunction  syndrome   --  ....  The  Committee  has 
provided  funding  to  complete  current  chronic  fatigue  and  immune  dysfunction 
syndrome  (CFIDS) surveillance  projects  at  the  CDC.   The  Committee  requests  that 
the  CDC  consider  commencing  a  case-control  phase  of  the  surveillance  study 
recently  completed  in  San  Francisco.   Furthermore,  CDC  is  strongly  encouraged 
to  conduct  appropriate  education  programs  and  to  begin  studies  on  possible 
transmission  routes  for  CFIDS'  especially  among  health  care  workers,  family 
members ,  and  mothers . 

Action  Taken  or  To  Be  Taken 

CDC  has  completed  the  physician-based  chronic  fatigue  syndrome  (CFS) 
surveillance  program,  data  are  being  analyzed,  and  publication  of  results  is 
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expected  in  1996.  Clinical  evaluation  of  participants  identified  with 
possible  CFS  in  the  San  Francisco  population  survey  has  been  completed.  A 
population-based  survey  of  CFS  in  Wichita  to  confirm  the  San  Francisco  results 
is  being  designed.  Studies  thus  far  have  found  no  evidence  that  CFS  is  a 
transmissible  disease.  CDC  will  continue  to  provide  education  of  medical 
professionals  and  patients  concerning  CFS.  CDC  is  developing  a  "CFS  home 
page"  which  will  be  made  available  on  the  Internet  in  mid-1996. 

Item 

Human  immunodeficiency  virus   --  ....  The  Committee  has  included  funds  to 
maintain  and  strengthen  hemophilia  and  other  hematologic  program  activities 
focused  on  preventing  and  reducing  the  crippling,  debilitating  complications, 
and  death  caused  by  such  bleeding  disorders.   The  Committee  also  requests  that 
the  CDC  be  prepared  to  report  on  steps  taken  to  coordinate  these  efforts  with 
the  National  Hemophilia  Foundation  during  the  fiscal  year  1997  budget 
hearings . 

Action  Taken  or  To  Be  Taken 

CDC  is  currently  developing  a  nationally  coordinated  prevention  evaluation 
network  to  build  the  hemophilia  community's  capacity  to  act  as  public  health 
prevention  centers  for  the  complications  of  hemophilia.  This  program  involves 
surveillance,  identification  and  prioritization  of  the  complications, 
development  and  evaluation  of  prevention  interventions,  and  development  of 
educational  programs.   To  achieve  maximum  effectiveness,  CDC  works  with 
providers  of  care  at  hemophilia  treatment  centers,  the  National  Hemophilia 
Foundation,  and  the  hemophilia  community  to  address  high  priority  issues  of 
public  health  importance. 

Item 

Tuberculosis  elimination   --  ....  The  Committee  continues  to  recognize  outreach 
activities,  such  as  directly  observed  therapy,  supported  by  the  tuberculosis 
grant  program  as  among  the  most  effective  methods  of  controlling  tuberculosis. 
The  Committee  is  aware,  however,  that  if  the  global  TB  crisis  continues,  there 
is  little  hope  to  effectively  eliminate  TB  in  the  United  States.   The 
Committee  is  concerned  that  expertise  developed  by  CDC  to  combat  TB  in  the 
United  States  has  not  been  fully  utilized  in  the  global  eradication  effort  and 
recommends  that  the  CDC  work  with  the  U.S.  Agency  for  International 
Development,  to  develop  a  joint  plan  for  collaboration  among  both  agencies 
that  will  outline  specific  initiatives  and  enhancements  to  the  ongoing  global 
TB  activities. 

Action  Taken  or  To  Be  Taken 

CDC  collaborates  with  the  U.S.  Agency  for  International  Development  to  help 
developing  countries  conduct  surveillance  of  drug  resistance;  conduct 
operations  research  to  improve  the  diagnosis  and  treatment  of  TB  in  developing 
country  settings;  and  develop  training  for  TB  personnel  in  developing 
countries  to  mobilize  community  resources  to  provide  directly  observed 
therapy,  particularly  in  areas  with  high  prevalence  rates  of  HIV.   CDC's 
present  international  activities  concentrate  on  the  three  countries  that 
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provide  half  of  the  foreign-born  TB  cases  in  the  U.S . --Mexico,  the 
Philippines,  and  Vietnam. 

Item 

Tuberculosis  elimination   --    ....    The  Committee  is  concerned  about  the  rising 
incidence  of  tuberculosis  in  many  areas  of  the  United  States.   In  Alaska,  for 
example,  one  out  of  three  residents  of  the  rural  communities  of  Savoonga  and 
Gambell  have  been  infected  with  TB  in  the  past  4  years.   The  Committee 
encourages  CDC  to  expand  its  tuberculosis  prevention  and  control  programs  in 
communities  of  greatest  need,  such  as  those  in  Alaska. 

Action  Taken  or  To  Be  Taken 

CDC  continues  to  support  Alaska's  TB  prevention  and  control  efforts  through 
cooperative  agreements  and  technical  assistance.   In  February  1995,  at  the 
State's  request,  CDC  arranged  for  a  review  of  the  State's  TB  control  efforts 
by  a  team  of  CDC  staff  and  an  Indian  Health  Service  physician.   Team  members 
spoke  with  community  leaders  and  health  care  providers  regarding  the  TB 
situation. 

Item 

Tuberculosis  elimination   --  ....  The  State  of  Hawaii  continues  to  experience 
an  extraordinarily  high  incidence  of  tuberculosis,  possessing  the  second 
highest  case  rate  in  the  nation  at  21.3  per  100,000.   One  particular  cause  of 
the  high  TB  rate  is  immigration.   During  1994,  80%  of  the  active  TB  cases  in 
Hawaii  were  born  outside  the  United  States.   The  Committee  urges  the  CDC  to 
develop  specific  interventions  that  target  this  high  incidence  population. 

Action  Taken  or  To  Be  Taken 

Many  of  the  estimated  200  TB  cases  occurring  in  Hawaii  are  among  the  foreign- 
born,  particularly   immigrants  and  refugees  from  Asia.   This  trend  is  not 
limited  to  Hawaii;  one-third  of  U.S.  TB  cases,  and  in  several  states  more  than 
half  of  cases,  are  among  the  foreign-born.   Hawaii's   excellent  record  of 
providing  outreach  services  for  its  foreign-born  community  is  an  example  for 
the  rest  of  the  U.S. 

CDC  continues  to  support  Hawaii's  TB  control  efforts  through  cooperative 
agreements  and  technical  assistance,  including  a  senior  TB  public  health 
advisor  assigned  to  assist  the  State's  TB  efforts.   The  CDC  assignee  and  State 
program  officials  are  working  on  an  initiative  to  expand  the  use  of  directly 
observed  therapy  (DOT)  to  the  private  sector.   DOT  is  being  targeted  to  TB 
high-risk  groups,  including  persons  with  TB  from  the  Philippines. 

Item 

Chronic  and  environmental   disease  prevention   --  ....  The  Committee  notes  that 
most  of  the  chronic  and  environmental  disease  prevention  activities  do  not 
reach  all  the  States,  and  are  not  likely  to  do  so  in  the  future,  due  to  the 
overall  decline  in  discretionary  appropriations.   Therefore,  it  is  essential 
that  CDC  examine  the  Center's  programs  and  priorities  in  order  to  maximize  the 
use  of  Federal  resources . 
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Action  Taken  or  To  Be  Taken 

CDC  has  begun  an  evaluation  of  programs  funded  out  of  the  Chronic  and 
Environmental  Disease  Prevention  budget  line.   The  evaluation  report  reviews 
current  activities  and  accomplishments,  identifies  unrealized  opportunities 
and  makes  recommendations  regarding  future  priorities  and  activities. 
Recommendations  are  being  made  based  on  consultation  with  Congress  and 
external  constituents.   The  criteria  being  used  in  developing  recommendations 
include  identification  of  those  programs  which  are  in  greatest  need  of  Federal 
seed  money,  coordination  and  technical  support  (as  was  suggested  in  the 
Committee  language) ,  the  burden  of  illness,  and  potential  for  cost  savings. 
The  final  report  will  be  submitted  to  Congress  in  the  spring. 

Item 

Chronic  and  environmental   disease  prevention   --    ....  The  Committee  remains 
concerned  with  the  alarming  rates  of  diabetes,  up  to  50  percent,  among  the 
population  in  the  Commonwealth  of  the  Northern  Mariana  Islands.   The  Committee 
urges  that  special  consideration  be  given  to  this  group  in  prevention  and 
outreach  efforts  by  CDC.   The  Committee  also  is  concerned  with  the  high 
incidence  of  diabetes  among  the  native  Hawaiian  population.   Accordingly,  the 
Committee  reiterates  its  request  for  CDC  to  develop  specific  interventions  for 
this  population. 

Action  Taken  or  To  Be  Taken 

CDC  is  currently  assisting  46  states  and  territories  to  develop  and  maintain 
core  capacity  diabetes  control  programs  (DCPs) .  These  states  and  territories  - 
-  including  Hawaii,  the  Commonwealth  of  the  Northern  Mariana  Islands,  Guam, 
the  Republic  of  Palau,  and  the  Federated  States  of  Micronesia  --  have 
established  DCPs  to  develop  and  implement  new  approaches  for  reducing  the 
diabetes  burden. 

In  addition,  CDC  has  undertaken  several  specific  actions  to  address  the  burden 
of  diabetes  in  the  Northern  Marianas.   These  include  provision  of  special 
training  and  diabetes  consultation  to  health  professionals  in  the  Pacific 
Island  territories,  and  provision  of  ongoing  program  technical  assistance  to 
the  territories'  health  agencies. 

As  diabetes  is  a  burden  for  the  entire  Nation,  the  benefits  of  CDC's  programs 
should  be  available  nationwide.   Therefore,  with  new  resources  provided  by 
Congress  in  FY  1996,  CDC  will  place  high  priority  on  (1)  extending  support  for 
core  capacity  diabetes  programs  into  additional  states  and  territories;  and 
(2)  further  development  of  a  National  Diabetes  Education  Program,  which  will 
include  a  major  role  for  the  states. 

Item 

Undistributed  administrative  reduction--....  The  Committee  has  provided 
discretion  to  the  Director  to  apply  this  reduction  to  all  elements  of  each 
budget  activity  line  item  having  components  within  the  administration  cost 
exhibit  in  the  CDC  congressional  budget  justification  for  fiscal  year  1996. 
The  Committee  would  expect  that  these  reductions  be  applied  to  ensure  fiscal 
efficiencies  while  continuing  priority  program  efforts. 
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Action  Taken  or  To  Be  Taken 

The  $31  million  reduction  has  the  potential  for  significant  reduction  in  CDC's 
performance.   CDC  is  carefully  reviewing  its  options  with  the  goal  of  applying 
this  reduction  to  program  activities  that  would  have  the  least  possible 
harmful  effect  upon  CDC's  ability  to  continue  its  mission. 

Item 

Program  management--...    The  Committee  concurs  with  concerns  expressed  by  the 
House  regarding  reports  over  needed  improvements  in  the  management  of  both 
employee  wage  grade  classification,  the  allocation  of  administrative  and 
scientific  staff,  and  the  cost  and  staff  attendance  of  CDC  supported 
conferences.   The  Committee  recognizes  that  there  are  legitimate  purposes  for 
CDC-sponsored  scientific  and  programmatic  conferences  and  that  management 
issues,  such  as  these,  are  best  left  to  the  Director  to  address.   The 
Committee  expects  that  the  Director  will  take  action  to  better  manage 
conference  and  staffing  costs  and  be  prepared  to  report  during  the  fiscal  year 
1997  budget  hearings  on  steps  taken  on  these  matters. 

Action  Taken  or  To  Be  Taken 

CDC  has  demonstrated  its  abilities  to  correct  problems  to  The  U.S.  Office  of 
Personnel  Management  (USOPM)  in  the  resolution  of  the  staffing  problems 
identified  initially  in  their  1993  staffing  program  review.   In  a  6  month 
follow  up  visit  on  that  review,  USOPM  determined  a  99%  accuracy  rate  and 
commended  CDC  on  making  such  significant  improvement.   CDC  agrees  with  the 
committee's  recommendation  to  better  manage  conference  and  staffing  costs. 
The  Director  has  acted  promptly  by  instituting  new  procedures  to  minimize 
these  costs  while  assuring  the  necessary  scientific  and  programmatic  discourse 
that  these  conferences  provide.  In  addition,  further  steps  will  be  implemented 
to  evaluate  effectiveness  of  these  measures  and  assure  that  conference  costs 
are  optimized. 

Item 

Program  management--   The  recommendation  includes  bill  language  providing  the 
Director  with  authority  to  transfer  funds  available  from  the  sale  of  surplus 
vaccine  from  the  vaccine  stockpile  to  other  activities  within  the  jurisdiction 
of  the  Centers  for  Disease  Control  and  Prevention.   In  the  event  the  Director 
exercises  this  transfer  authority,  the  Committee  is  to  be  notified 
immediately. 

Action  Taken  or  To  Be  Taken 

CDC  recognizes  the  recommendation  in  the  bill  language  that  would  provide 
additional  flexibility  for  the  Director  of  CDC  to  transfer  funds  available 
from  the  sale  of  surplus  vaccine  to  other  activities  within  the  CDC 
jurisdiction.   In  the  event  that  the  Director  of  CDC  exercises  this  authority, 
the  Committee  will  be  notified  immediately. 
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Authorizing  Legislation 


1996 

Amount 
Authorized 


Preventive  Health  Services  ftCUYl 

1.  Preventive  health  and  health 

services  block  grant: 
Grants:  PHSA  Title  XIX 

Section  1902 
Prevention  Activities:  PHSA 
Sections  301,  304,  306, 
307,  308,  310,  311, 
and  327 
Violent  Crime  Reduction 
Programs  40151 

2 .  HIV  Performance 

Partnership  Grant 

3.  Human  immunodeficiency  virus: 

PHSA  Sections  301,  307, 
310,  311,  317,  327,  352, 
and  1102 


1996 
Policy 

Eat.imate 


1997 

Amount 

Authorized 


1997 

Estimate 


Indefinite  $139,  913,  000   Indefinite  5139,907,000 


Indefinite 
35,000,000 


S, 330, 000 
28.542,000 


Indefinite 
35,000,000 


5.322,000 
28,542,000 


$297,875,000 


Indefinite  584,533,000   Indefinite   319,106,000 


STD/TB  Performance 
Partnership  Grant 

Sexually  transmitted  diseases: 
Grants:  PHSA  Section  318(a) 
Preventable  Infertility  318A<g) 
Prevention  Activities:  PHSA 

Sections  301,  307,  310, 

311,  and  327 


93,051.000 
5,300.000 


Indefinite    7,176,000   Indefinite 


182,290,000 


Tuberculosis  elimination  grants: 
PHSA  Section  317E(a) 
Prevention  Activities 


Indefinite  0 

Indefinite  119,325,000 


Indefinite 
Indefinite 


Immunization  Performance 
Partnership  Grant 

Immunization: 
Grants :  PHSA  Section 

317(j)  (1)  (A) 
Prevention  Activities :  PHSA 
Sections  301,  307,  310, 
311,  327  and  352 
Vaccine  stockpile  -  PHSA 
Section  317(j) (1) (c) (6) 

Chronic  Disease  &  Disability 
Performance  Partnership  Grant 


Chronic  and  environmental 
disease  prevention: 
PHSA  Sections  301,  307, 
310,  311,  327,  352, 
1102  &  1706(e) 
Birth  Defects  317C(d) 
Prostate  Cancer  317D 
Cancer  Registries  3991. 

Breast  &  cervical 
cancer  prevention i 
PHSA  Section  1510 


•  358,939,000 

Indefinite  109,153,000 
Indefinite  0 


Indefinite  130,857,000 

•  6,084,000 

Indefinite  3,909,000 

Indefinite  3.180,000 


Indefinite 

Indefinite 


Indefinite 


Indefinite 
Indefinite 


176.656,000 


182,247,000 


128,990,000 


117,351,000 


93,078.000 
6.026.000 
3,872,000 
3,180,000 


Indefinite  124,696,000   Indefinite    44,677,000 


Prevention  centers: 
PHSA  Section  1706 (e 


Indefinite    8.099,000   Indefinite     7,106,000 


Infectious  disease  preventi 
PHSA  Sections  301,  307, 
310,  311.  327,  352, 
and  1102 


Indefinite   62.377,000   Indefin 
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Authorizing  Legislation 


Preventive  Health  Services  ftCUYltY 


1996       1996 

Amount       Policy 

Authorized   Estimate 


1997 

Amount 

Authorized 


1997 

Rnriimrr 


14 .  Lead  poisoning  preventi 
PHSA  Section  317A 


Indefinite   36.20S.000   Indefinite    36,188,000 


Injury  control: 

PHSA  Section  394A  Indefinite 

Violent  Crime  Reduction 
Programs  40261,40293         Indefinite 


43,235,000   Indefinite 
3,100,000   Indefinite 


43.  198,000 
3,100,000 


Occupational  safety  and  health: 
PHSA  Sections,  301,  304. 
306,  308,  310.  311,  327; 
the  Occupational  Safety 
and  Health  Act  of  1970, 
Sections  20,  21,  and  22, 
and  the  Pederal  Hine  Safety 
and  Health  Act  of  1977, 
Sections  101,  102.  103, 
201.  202  and  203 
Mine  Health  &  Safety  Research 
Program:  OSH  Act  Section  20 

Epidemic  services: 
PHSA  Sections  301,  307, 
310,  311,  322,  32S,  327, 
3S2,  3S3.  361  thru  369 
and  1102 


Indefinite  137.160,000   Indefinite   136,584,000 


Indefinite   32,000,000 


Indefinite   67,867,000   Indefinite    67.413,000 


Health  statistics: 
PHSA  Sections  301.  304,  305, 

306,  307,  and  308 
PHSA  Sec  306 (n) (1998) 


Indefinite   36.664,000   Indefinite    34.425,000 
10,000,000      975,000   10,000,000       975,000 


Buildings  and  facilities: 
PHSA  Section  321(a) 


Indefinite    4,353,000   Indefinite     8.353,000 


20.  Program  management: 

PHSA  Title  III,  XIX,  and 
Section  1102;  the  Pederal 
Mine  Safety  and  Health 
Act  of  1977,  Sections  20, 
21,  and  22;  and  the  Occupa- 
tional Safety  and  Health 
Act  of  1970,  Sections  101, 
102,  103,  201,  202.  i.    203 

Total  appropriation 

Total  appropriation 
against  definite 
authorization 


2,670,000   Indefinite 


$2,122,693,000 


$1,752,370,000 


$2,229,900,000 


$1,262,155,000 


*   Authorization  expired. 

*•  An  Amendment  to  the  Public  Health  Service  Act  will  be  submitted 
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Appropriation  History  Table 
Disease  Control,  Research,  and  Training 
Budget  Estimate  House  Senate 

to  Congress        Allowance         Allowance — 


Appropriation 


1988 
1989 

1990 


552, 956,000 
523,146,000  H 
573,558,000  H 


221,977,000  1± 
819, 941,000 
1,080,180,000 


802,987,000 

979,357,000 

1,114,338,000 


1990  Supplemental        

1990  Reduction  

1990  Sequester  

1991  1,171,595,000 

1991  Reduction 

1992  1,396,927,000 

1992  Sequester  

1993  1,600,685,000 

1994  2,161,788,000 

1995  1,983,132,000 

1995  Rescission  

1996  2,191,660,000 

1997  2,229,900,000 


997,701,000^    1,350,747,000 


1,390,662,000 

1,602,975,000 
1,910,182,000 
1,086,850,000 

2,124,931,000 


1,540, 982,000 

1,658,612,000 
2,088,781,000 
2,050,931,000 


771,772,000 

993,830,000 

1,106, 559,000 

30,500,000 

-1,553,000 

-14,217,000 
1,350, 747,000 

-39,161,000 
1,485,733,000 
1,956,000 
1,662,545,000 
2,051,132,000 
2,088,131,000 
2,086,831,000-^ 
2,122,693,000^ 


n       Funding  for  preventive  health  service  block  grants,  prevention  centers,  sexually 
transmitted  diseases  grants,  and  immunization  grants  was  deferred  pending 
reauthorization  legislation. 

H       Funding  for  AIDS  in  1989  in  the  amount  of  $400,719,000  was  requested  under  the 
appropriation  of  "AIDS  Research  and  Education, "  Office  of  the  Assistant 
Secretary  for  Health,  but  House  allowance,  Senate  allowance,  and  appropriation 
included  funding  for  AIDS  in  "Disease  Control,  Research,  and  Training". 

n       HIV  funding  in  1990  for  $474,022,000  was  requested  under  the  appropriation  of 
"AIDS  Research  and  Education",  Office  of  the  Assistant  Secretary  for  Health. 

l*       Immunization,  tuberculosis,  and  health  statistics  not  considered  due  to  pending 
request  for  extension  of  authorization  which  had  expired. 

n       This  appropriated  amount  reflects  a  proposed  rescission  of  $1,300,000  within 
Injury  Control  activities. 

H        Includes  1996  continuing  resolution  of  $2,114,693,000  plus  $8,000,000  policy 
increase . 

^   As  of  3/12/96  the  Senate  has  not  acted,  therefore  the  Senate  recommendations 
cannot  be  provided. 
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Centers  for  Disease  Control  and  Prevention 
Justification 
(Dollars  In  Thousands) 

1996                                               1997 

Increase 
or 

Policy  Comparable 
FTE              BA 

Estimate 
FTE             BA 

Decrease 
FTE            BA 

Prev  Hlth  Block  Grants 

(a)  Grants 

(b)  Prevention  Activities 
Subtotal 

(c)  Violence  Prevention  Activities 
Subtotal 

14 
16 
30 
0 
30 

139.913 
5.330 
145.243 
28.542 
173.785 

14 
16 
30 
0 
30 

139,907 
5.322 
145.229 
28.542 
173,771 

0 
0 
0 
0 
0 

(6) 
(6) 

(14) 
0 

(14) 

HIV/AIDS  Performance  Partnership 

4 

285.477 

4 

297,875 

0 

12.398 

HIV/AIDS 

913 

297.956 

913 

319.106 

0 

21.150 

STDrTB  Performance  Partnership 

306 

183.106 

306 

182.290 

0 

(816) 

Sexually  Transmitted  Diseases 

236 

25.321 

236 

24.578 

0 

(743) 

Tuberculosis 

60 

16.425 

60 

16.404 

0 

(21) 

Immunization  Performance  Partnership 

68 

176.659 

68 

176.656 

0 

(3) 

Immunization 

(a)  Grants 

(b)  Prevention  Activities 
Subtotal 

6 
320 
326 

182.280 
109.153 
291.433 

6 
320 
326 

182.247 
128.990 
311.237 

0 
0 
0 

(33) 
19.837 
19.804 

Chronic  Disease  Performance  Partnership 

13 

118.024 

13 

117.351 

0 

(673) 

Chronic  &  Environmental  Disease  Prev 

567 

107.106 

567 

106.156 

0 

(950) 

Breast  &  Cervical  Cancer  Prevention 

38 

44.696 

38 

44.677 

0 

(19) 

Prevention  Centers 

0 

8.099 

0 

7,106 

0 

(993) 

Infectious  Diseases 

440 

62,377 

440 

87,820 

0 

25.443 

Lead  Poisoning 

34 

36.205 

34 

36,188 

0 

(17) 

Injury 

(a)  Violence  Prevention  Activities 
Subtotal 

73 
Q 
73 

43,235 
3.100 
46.335 

73 
0 
73 

43.198 
3.100 

46,298 

0 
0 
0 

(37) 

Q 

(37) 

Occupational  Safety  and  Health 
Mine  Safety  &  Health 
Subtotal 

958 
413 

1.371 

137.160 
32.000 
169.160 

956 

413 
1.371 

136.584 
32.000 
168.584 

0 
0 
0 

(576) 

0 

(576) 

Epidemic  Services 


Health  Statistics 


(454) 


(a)  Prevention  Activities 

243 

37.639 

243 

35,400 

0 

(2,239) 

(b)  1%  Evaluation 

274 

40.063 

274 

53.063 

g 

13.000 

Subtotal 

517 

77.702 

517 

88.463 

0 

10,761 

Buildings  &  Facilities 

0 

4.353 

0 

8.353 

0 

4,000 

Program  Management 

65 

2.670 

65 

2.637 

0 

133) 

Total.  Budget  Authority 

5.660 

2.154.693 

5.680 

2.229.900 

0 

75.207 

Reimbursements 

Other  Reimbursements 

222 

222 

0 

0 

User  Fees 

1,744 

1.744 

0 

0 

Superfund  Allocation  (EPA) 

406 

59.000 

406 

58.000 

0 

(1.000) 

CUA 

69 

69 

0 

0 

Trust  Fund 

1 

1 

0 

0 

1%  Evaluation 

274 

40.063 

274 

53.063 

0 

13.000 

Subtotal 

972 

100.807 

972 

112.807 

0 

12.000 

Total.  Program  Level 

2.255.500 

2.342.707 

87.207 

Total  Obligations 

2.192,210 

2.261,210 
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General  Statement 

The  Centers  for  Disease  Control  and  Prevention  (CDC)  is  the  lead  federal 
agency  responsible  for  disease  and  injury  prevention  and  the  promotion  of  good 
health.   CDC  is  a  dynamic  agency  that  has  evolved  over  the  past  fifty  years  to 
meet  the  challenging  public  health  needs  of  the  Nation.   To  fulfill  its  vision 
of  "Healthy  People  in  a  Healthy  World  Through  Prevention, "  CDC  addresses  the 
leading,  preventable  health  problems  affecting  Americans. 

As  the  Nation's  prevention  agency,  CDC  has  a  unique  capability  for  rapid 
detection  and  investigation  of  outbreaks  and  epidemics .   This  is  accompanied 
by  the  laboratory  expertise  required  to  investigate  the  changing  patterns  and 
risks  of  known  diseases  and  identify  the  causes  and  routes  of  transmission  of 
previously  unrecognized  diseases.   CDC's  leadership  in  rapid  response  to 
threats  is  based  both  on  its  own  expertise  and  resources  as  well  as  on  its 
partnerships  with  State  and  local  health  departments  and  other  organizations 
throughout  the  Nation  and  the  world.   In  a  limited  fiscal  environment,  CDC  is 
an  essential  national  investment,  providing  protection  for  all  Americans 
against  not  only  infectious  diseases  but  environmental  occupational  hazards, 
injuries,  and  chronic  diseases  as  well.   No  other  Federal  agency,  State  or 
local  agency,  or  any  private  organization  has  the  expertise  or  resources  to 
assume  this  leadership  role. 

The  same  public  health  approach  that  has  proven  successful  in  preventing  and 
controlling  infectious  diseases  is  being  applied  to  preventing  other  leading 
health  problems:  chronic  diseases,  health  conditions  related  to  environmental 
and  occupational  factors,  injuries,  and  disabilities.   CDC  solves  public 
health  problems  by  applying  a  series  of  four  steps . 

o   Define  the  problem.   CDC  collects  national  data  on  the  Nation's  health- 
related  behaviors  and  health  problems.   This  information  allows  CDC  to 
detect  health  problems,  monitor  change  over  time,  and  evaluate  prevention 
strategies.   CDC's  epidemiologists  and  laboratory  scientists  use  state-of- 
the-art  technology  to  identify  new  infectious  agents,  environmental  and 
occupational  causes  of  disease,  injury,  and  disability,  and  newly  emerging 
trends  in  chronic  diseases. 

o   Identify  risk  factors.      Using  these  health  information  systems  as  a 

foundation,  CDC  uses  scientific  analysis  of  information  as  the  basis  for 
all  CDC  public  health  recommendations  and  actions.   Through  behavioral 
research  as  well  as  epidemiologic  and  laboratory  studies,  CDC  identifies 
biological,  environmental,  and  behavioral  causes  of  illness  and  injury  and 
potential  avenues  for  alleviating  these  risks  to  good  health. 

o  Develop  and  test  prevention  strategies.      The  translation  of  applied 

research  into  programs  and  activities  that  work  for  different  groups  of 
people  at  the  community  level  is  vital  to  all  our  prevention  efforts. 
This  process  means  field  testing  prevention  methods  for  their 
effectiveness  in  real  world  settings  and  calculating  their  cost- 
effectiveness.   CDC  works  closely  with  its  partners  in  State  and  local 
health  agencies,  national  and  community-based  organizations,  business,  and 
academia  to  design  and  test  prevention  programs  that  work. 
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o  Implement  nationwide  prevention  programs.      CDC  is  in  the  process  of 

evolving  new  partnerships  with  State  and  local  agencies  that  will  enhance 
the  delivery  of  effective  prevention  programs  throughout  this  country. 
CDC  is  a  key  player  in  the  development  of  performance  measures,  quality 
assurance,  evaluation  strategies,  and  the  establishment  of  guidelines. 
CDC  also  provides  scientific  support,  using  academic  and  private  partners. 
CDC  assists  State  and  local  governments  and  communities  in  evaluating 
public  health  problems  for  which  a  prevention  strategy  is  developed  and 
participates  in  the  determination  of  appropriate  roles  for  these  sectors. 

CDC  Evaluation: 

Everything  CDC  does  is  driven  by  science  and  constant  evaluation  of  the 
effectiveness  of  prevention  programs.   By  applying  rigorous  scientific 
methodology,  objective  assessment,  and  careful  interpretation  of  findings, 
public  health  programs  can  be  continually  refined.  Evaluation  studies  focusing 
on  program  performance  and  effectiveness  continue  to  be  of  primary  importance 
to  CDC  to  further  disease  control  and  prevention  and  health  promotion  efforts. 

As  performance  indicators  are  developed,  projects  designed  to  provide  data  for 
performance  measurement  and  to  assess  the  effectiveness  and  efficacy  of  such 
indicators  will  be  initiated.   CDC  currently  supports  evaluation  projects  in 
four  general  areas:  surveillance/data  collection  studies;  program  evaluations; 
community/ intervention  effectiveness  studies;  and  evaluation  methodology 
studies.   Performance  improvement  is  a  major  focus  of  each  of  these  studies. 
For  instance,  a  recent  evaluation  project  at  CDC  surveyed  readers  of  CDC's 
Morbidity  and  Mortality  Weekly  Report    (MMWR)    to  find  out  how  the  publication 
is  used.   Based  on  findings  from  this  report,  CDC  has  made  several  changes  to 
the  MMWR  to  meet  the  users'  needs  including  making  the  MMWR  available  on  the 
Internet.   In  addition,  a  study  is  currently  underway  which  will  evaluate  the 
validity  of  antimicrobial  resistance  data  collected  from  sentinel  hospitals, 
using  CDC's  sentinel  hospital  surveillance  program.   By  examining  the 
surveillance  data  in  two  geographically  distinct  areas,  this  project  will 
evaluate  the  extent  to  which  CDC's  sentinel  surveillance  program  is  capturing 
drug  resistant  pneumococcal  disease. 

A  Sound  Investment: 

Public  health  promotion  as  practiced  by  CDC  and  its  partners  in  State  and 
local  communities  throughout  the  country  is  a  sound  investment.   Prevention 
can  save  lives  and  improve  the  quality  of  life  and  productivity  of  our 
citizens;  it  can  also  be  cost  effective.   CDC  constantly  strives  to  determine 
what  prevention  strategies  work  best,  for  what  groups  of  people,  in  what 
situations,  and  at  what  cost,  both  personal  and  economic.   A  sample  of  some 
prevention  strategies  that  have  worked,  and  at  a  reasonable  cost,  follows: 

o   Childhood  Immunizations.   It  has  been  estimated  by  CDC  that  pertussis 

(whooping  cough)  vaccination  can  save  $2  or  more  for  every  dollar  spent, 
and  an  immunization  program  for  measles,  mumps,  rubella  can  save 
approximately  $21  for  every  dollar  spent.   Cooperation  among  Rotary 
International,  UNICEF,  WHO,  the  Task  Force  for  Child  Survival  and 
Development,  and  CDC  demonstrates  the  public  health  power  which  can  be 
achieved  through  partnerships  among  governments,  United  Nations 
organizations,  and  the  private  sector.   Rotary  International  alone  has 
raised  more  than  $240  million  to  support  this  effort  and  through 
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investment  has  increased  this  amount  to  $340  million  which  is  available 
for  polio  eradication  activities. 

o   Bicycle  Safety  Helmets.   Each  year  550,000  people  are  treated  in  emergency 
departments  for  bicycle -related  injuries  and  1,000  die  from  this  type  of 
injury.   Universal  use  of  bicycle  helmets  could  prevent  one  death  every 
day  and  one  head  injury  every  four  minutes  in  the  United  States.   CDC 
estimates  that  a  program  to  increase  the  use  of  bicycle  safety  helmets 
could  yield  an  estimated  net  savings  of  $183  to  $284  million  annually  in 
the  United  States.  A  CDC  funded  project  looked  at  rates  of  usage  after 
passage  of  a  local  bicycle  helmet  law,  and  determined  that  usage  increased 
from  4%  to  47%. 

o   Smoking  Prevention  and  Cessation.   More  than  one  in  five  cases  of  low 
birth  weight  and  up  to  one  in  seven  preterm  deliveries  in  the  United 
States  are  attributable  to  cigarette  smoking  by  the  mother.   For  every 
dollar  invested  in  a  smoking  cessation  program  for  pregnant  women,  about 
$6  is  saved  in  neonatal  intensive  care  costs  and  long-term  care  associated 
with  low  birth  weight.   CDC  has  been  instrumental  in  building  state 
capacity  for  tobacco  control  programs  funding  32  states  in  1995. 

o   Breast  Cancer.   Breast  cancer  is  the  second  leading  cause  of  death  by 

cancer  among  women  in  the  United  States  and  accounts  for  nearly  a  third  of 
all  cancers  in  women.   A  combination  of  annual  clinical  breast 
examinations  and  mammography  can  reduce  breast  cancer  mortality  by  more 
than  30  percent  for  women  ages  50-74.   As  of  May  of  1995,  the  National 
Breast  and  Cervical  Cancer  Early  Detection  Program  has  provided  more  than 
550,000  screening  tests  to  medically  underserved  women  in  18  states. 

In  essence,  public  health  programs  save  money  and  lives,  making  prevention 
strategies  an  essential  investment  for  this  Nation. 

P^fniTMiir..  P«rt-ni»i-nhip  Rranfa: 

Last  year,  the  Administration  forwarded  legislative  specifications,  called 
Performance  Partnerships,  to  Congress  providing  for  the  enactment  of  a  new 
form  of  Pederal  financial  assistance  to  the  States  and  Indian  tribes. 
Performance  Partnerships  involve  a  totally  new  approach  for  setting  priorities 
and  funding  for  public  health  programs.   All  parties  will  work  together  as 
partners  to  achieve  significant  reductions  in  preventable  disease,  injury,  and 
disability,  enhanced  quality  of  life,  and  reduce  the  disparities  in  the  health 
status  of  populations  within  our  society.   This  new  mechanism  differs 
significantly  from  traditional  categorical  programs  by  offering  broad, 
flexible  funding  focused  on  improving  health  outcomes.   Four  new  discrete 
Performance  Partnerships  are  currently  proposed  for  CDC:  HIV  Performance 
Partnership  Grant,  STD/TB  Performance  Partnership  Grant,  Immunization 
Performance  Partnership  Grant,  and  Chronic  Disease  and  Disability  Performance 
Partnership  Grant.   In  addition,  a  proposal  has  also  been  developed 
reauthorizing  the  Preventive  Health  and  Health  Services  Block  Grant  as  a 
Preventive  Health  Performance  Partnership  Grant. 

The  first  step  in  this  partnership  will  be  collaboration  to  set  performance 
objectives  specific  for  each  grant.   CDC  will  work  closely  with  the  States, 
Indian  tribes,  professional  groups,  interested  citizens,  and  local  governments 
to  establish  a  menu  of  national  objectives  specific  to  each  grant.   Each 
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objective  will  include  a  measurable  indicator  of  performance,  the  specific 
population  being  addressed,  a  quantifiable  performance  target,  and  a  date  by 
which  the  target  level  is  to  be  achieved. 

Each  State  will  develop  its  own  action  plan  for  each  grant  guided  by  the 
performance  objectives,  but  tailored  to  the  unique  problems  and  priorities 
facing  the  State.   CDC  will  monitor  the  State's  performance  under  the  grant 
and  provide  technical  assistance,  training,  and  support  to  help  the  State 
accomplish  its  objectives.   States  will  be  responsible  and  accountable  for 
making  progress  toward  the  health  objectives  and  providing  information  needed 
to  monitor  that  progress.   Monitoring  and  reporting  on  performance- -results 
achieved  under  the  grants- -will  keep  the  Congress  and  American  people  informed 
about  what  they  are  getting  in  return  for  the  funds  expended. 

More  recently,  CDC  has  started  to  identify  specific  performance  objectives  and 
measures  for  the  CDC  programs  included  in  the  Performance  Partnership  grants 
and  developed  specific  and  measurable  performance  measures  in  the  areas  of 
immunization,  chronic  disease  and  disability,  preventive  health  and  health 
services,  HIV  and  STD/TB  prevention.   Particular  focus  has  been  given  to 
identifying  disease  incidence  goals  to  provide  meaningful  benchmarks  of  public 
health  impact.   It  is  expected  that  these  preliminary  measures  will  be 
continually  refined  and  expanded  as  additional  data  become  available .   In 
addition,  CDC  is  aware  of  the  need  for  constant  evaluation  of  these 
preliminary  measures  to  assess  their  effectiveness  and  reliability  as 
performance  measures . 

Government -Performance  and  Results  Act  (GPRA) : 

The  other  major  effort  that  CDC  is  currently  undertaking  is  active 
participation  in  the  Government  Performance  and  Results  Act.   This  process, 
which  includes  a  working  group  with  representatives  from  all  CDC  programs, 
will  identify  performance  measures  and  program  goals  for  all  areas  of  the  CDC 
mission.   Previously  developed  strategic  thinking  plans,  as  well  as  the  vision 
and  mission  statements  of  the  agency,  are  being  incorporated  into  a 
comprehensive  methodology  for  assessing  CDC's  effectiveness  in  reducing 
unnecessary  morbidity  and  mortality.   Broad  input  is  expected  from  the  various 
CDC  customers,  particularly  from  the  vital  relationships  of  State  and  local 
public  health  agencies. 

FY  1997  Budget  Request: 

The  Administration  has  developed  a  FY  1996  Presidential  Policy  funding  level 
for  CDC  which  includes  an  increase  of  $8,000,000  above  CDC  FY  1996  9th 
Continuing  Resolution.   This  increase  is  for  occupational  safety  and  health 
research  and  results  in  a  FY  1996  Presidential  Policy  program  funding  level  of 
$2,255,500,000  and  $2,154,693,000  in  budget  authority. 

The  FY  1997  budget  request  is  a  program  level  of  $2,342,707,000  and 
$2,229,900,000  in  budget  authority  and  6,652  FTEs.   Included  in  the  request  is 
$32,000,000  and  413  FTEs  for  Mine  Health  and  Safety  Research  programs  which 
are  proposed  to  be  transferred  to  CDC  from  the  Department  of  Energy.  The  FY 
1997  budget  request  includes  program  increases  of  $96,000,000  offset  by 
program  decreases,  absorptions  within  other  CDC  programs,  and  in 
administrative  reduction.   This  results  in  a  net  increase  of  $87,207,000 
program  level  and  budget  authority  of  $75,207,000  from  the  FY  1996 
Presidential  Policy  funding  level.   The  FTEs  request  for  1997  is  the  same  as 
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usage  for  FY  1995.   CDC's  FY  1997  budget  request  builds  upon  existing 
strengths  within  the  agency,  seeking  increases  for  programs  that  prevent 
illness  and  injury  that  will  provide  the  foundations  for  a  strong,  healthy 
Nation. 

The  FY  1997  budget  request  supports  the  Secretary's  highest  priorities. 
Children  are  a  major  focus  of  CDC's  effort  as  represented  in  it's  programs  for 
Comprehensive  School  Health,  Childhood  Lead  Poisoning  Prevention,  Nutrition, 
Birth  Defects,  Mild  Mental  Retardation,  and  Childhood  Immunization,  among 
others .   Program  increases  include : 

Immunization  --  Global  Eradication  of  Polio  (+$20  million): 

The  FY  1997  Request  includes  a  total  of  $47  million  for  polio  eradication. 
The  United  States  has  a  compelling  financial  and  humanitarian  interest  in 
supporting  the  World  Health  Organization's  (WHO)  initiative  to  eradicate 
polio  by  the  year  2000.   More  than  $230  million  annually  is  spent  in  the 
United  States  to  buy  and  administer  polio  vaccine  to  American  children. 
The  increase  of  $20  million  in  FY  1997  will  allow  CDC  to  provide  much 
needed  epidemiologic,  laboratory,  and  programmatic  assistance  ($8  million) 
to  the  World  Health  Organization  (WHO) ,  focusing  on  surveillance,  case 
investigation,  outbreak  control  programs,  and  provision  of  vaccine  ($12 
million) . 

Emerging  Infectious  Diseases   (+$27  million) 

The  FY  1997  request  includes  a  total  of  $45  million  for  emerging 
infectious  diseases  and  will  allow  for  continued  implementation  of  the 
high  priority  activities  in  the  plan,  "Addressing   Emerging  Infectious 
Disease   Threats:      A  Prevention  Strategy  for   the  United  States."     This  will 
enable  CDC  to  respond  to  urgent  threats  to  health  and  prevent  emerging 
infectious  diseases.   The  $45  million  will  provide  for  surveillance  and 
response  activities  ($21  million) ,  research  ($10  million) ,  prevention  and 
control  activities  ($4  million)  and  infrastructure  activities  ($10 
million) .   The  FY  1997  surveillance  and  response  increase  will  expand 
cooperative  agreement  programs  from  15  to  30  State  and  local  health 
departments  to  develop  capacity  for  surveillance  and  response  to  emerging 
and  re-emerging  infectious  diseases,  increase  the  number  of  Emerging 
Infections  Programs  (EIPs) ,  increase  the  number  of  new  domestic  sentinel 
surveillance  networks  for  emerging  and  re-emerging  diseases,  and  implement 
a  national  surveillance  network  for  surveillance  of  antimicrobial 
resistant  organisms.   The  research  increase  will  increase  the  extramural 
grants  from  2  to  10  and  will  focus  on  antimicrobial  resistance  and  vector- 
borne  diseases .   The  prevention  and  control  increase  will  expand 
prevention  effectiveness  work  to  assess  the  impact  of  food  preparation 
guidelines  on  the  incidence  of  foodbome  infections  such  as  E.coli  0157 :H7 
and  Salmonella  enteritidis,  and  initiate  the  implementation  of  the  health 
communications  strategy  plan  for  infectious  diseases .   The  infrastructure 
increase  will  increase  existing  internal  proposals  for  scientific 
instrumentation  and  equipment,  expand  the  Emerging  Infectious  Disease 
Laboratory  Fellowship  Program,  and  expand  laboratory  courses  under  the  CDC 
laboratory  training  program. 
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HIV/AIDS  Prevention  (+$34  million) 

The  FY  1997  request  includes  $617  million  for  HIV/AIDS  prevention 
activities.   The  program  increase  of  $34  million  provides  funding  for 
prevention  research  ($19.6  million),  increases  resources  for  IV  drug 
abusers  ($12.4  million),  and  expands  Tuberculosis  testing  of  HIV-infected 
individuals  ($2.0  million). 

Three  major  types  of  interrelated  research  activities  are  planned;  each  is 
designed  to  fill  a  significant  scientific  gap  in  HIV  prevention.  The  first 
type  of  activity  is  the  testing  of  specific  HIV  prevention  interventions 
for  specific  populations  which  are  high  priorities  for  assessment.   We 
have  recently  learned  a  great  deal  about  the  behavioral  and  biomedical 
factors  that  contribute  to  or  could  mitigate  women's  risk  for  HIV 
infection,  constituting  primary  prevention  research  and  interventions  for 
women.   Further  research  will  be  needed  to  examine  both  the  primary  and 
secondary  aspects  of  prevention  in  women,  including  the  impact  on  women  of 
the  PHS  guidelines  which  recommend  universal  counseling  and  voluntary 
testing  of  pregnant  women  as  well  as  the  offering  of  zidovudine  (ZDV)  to 
HIV-infected  pregnant  women.   Another  high  priority  is  the  testing  of 
community  level  interventions  for  two  high-risk  populations:  injecting 
drug  and  other  substance  users  and  youth  at  high-risk  in  and  out  of 
school.   Finally,  populations  of  young  men  who  are  having  sex  with  men, 
particularly  in  minority  populations,  will  be  tested,  using  methods  from 
behavioral  epidemiology  and  surveillance  to  target  and  evaluate  HIV 
prevention  programs . 

Health  Statistics  --  The  National  Health  and  Nutrition  Examination  Survey 
(NHANES)  (+$11  million) 

A  total  of  $14.5  million  is  requested  in  FY  1997  for  the  National  Health 
and  Nutrition  Examination  Survey  (NHANES) .   This  survey  is  the  only 
national  source  of  objectively  measured  health  status  data  and  is 
essential  to  interpreting  information  from  other  national  surveys.   As 
part  of  the  overall  Health  and  Human  Services  Survey  Integration  Plan, 
NHANES  allows  measurement  of  health  outcomes,  which  is  a  vital  counterpart 
to  measurement  of  health  investments.   The  survey  was  most  recently 
conducted  from  1988-94  and  will  be  converted  to  a  continuous  monitoring 
survey  beginning  in  1998.   For  example,  the  approval  of  Olestra,  a  fat 
substitute,  could  affect  the  absorption  of  vitamins  associated  with 
prevention  of  some  cancers,  heart  disease,  and  eye  conditions.   The  data 
from  the  previous  NHANES  survey  have  already  established  the  necessary 
baseline  data  and  the  next  NHANES  survey  is  the  only  way  to  monitor 
important  changes  that  may  be  brought  about  by  changes  in  food  composition 
and  dietary  patterns. 

Building  and  Facilities  (+$4  million) 

This  increase  is  requested  to  design  and  build  15,000  net  sq.  ft.  of  BSL-3 
(Biosafety  Level  3)  laboratory  space.   The  construction  of  this  space  will 
provide  the  opportunity  to  begin  renovation  of  laboratories  that  are  more 
than  35  years  old.   This  space  will  be  used  to  avoid  interruption  of  vital 
testing  of  pathogens  for  National  Center  for  Infectious  Diseases  programs 
during  renovations. 
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Preventive  Health  anil  Health  Services  Block  Grant 

Authorizing  legislation  -  Section  301,  304,  306,  307,  310,  311,  327,  and  Title 


XIX 

of 

the   Public  Health 

1995 

nctual 

EDE 

Ba 

Grants 

14 

$152,467,000 

Prevention 
Activities 

U 

5.429.000 

Subtotal 

30 

$157,916,000 

Rape 

Prevention 
Activities 

£ 

SO 

Total 

30 

$157,916,000 

1996 
Policy 

1997 

Increase  or 

Decrease 

u 

rxc 

BB 

EIE 

u 

$139,913,000 

14 

$139,907,000 

0 

($6. 

000) 

5.330.000 

is 

5. 322.000 

a. 

IB 

000) 

$145,243,000 

30 

$145,229,000 

0 

($14 

000) 

S28.542.000 

11 

S2B.542.000 

a 

so 

$173,785,000 

30 

$173,771,000 

0 

($14 

000) 

At  the  request  of  States,  CDC  employees  are  detailed  to  State  and  local  health  departments  in  lieu  of  cash. 


1997  Authorization: 

Grants Indefinite 

Prevention  Activities Indefinite 

Violence  Prevention  Activities  .  $35,000,000 


Purpose  and  Method  of  Operation 


This  grant  provides  States  with  funds  for  preventive  health  services,  not 
covered  by  other  grants,  to  reduce  preventable  morbidity  and  mortality  and 
improve  the  quality  of  life.  These  grants  give  States  greater  flexibility  in 
deciding  how  available  funding  can  be  used  to  meet  State  preventive  health 
priorities. 

These  grants  may  be  used  for  the  following: 

o   Activities  consistent  with  making  progress  toward  achieving  the  objectives 
established  by  the  Secretary  for  the  health  status  of  the  population  of 
the  united  States  for  the  year  2000. 

o   Preventive  health  service  programs  for  the  control  of  rodents  and 
community-and  school-based  fluoridation  programs. 

o   Feasibility  studies  and  planning  for  emergency  medical  services  systems 
and  the  establishment,  expansion,  and  improvement  of  such  systems. 

o   Providing  services  to  victims  of  sex  offenses  and  prevention  of  sex 
offenses . 

o   With  respect  to  activities  described  above,  related  planning, 
administration,  and  educational  activities. 

o   Monitoring  and  evaluating  activities  carried  out  under  any  of  these  items . 
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o   At  the  request  of  States,  detailing  CDC  employees  to  State  and  local 
health  agencies  in  lieu  of  cash. 

The  law  requires  that  States  develop  a  State  Advisory  Committee  that  is 
responsible  for  holding  public  hearings  and  making  recommendations  regarding 
development  and  implementation  of  the  State  Plan- -including  conducting 
assessments  on  the  public  health  of  its  citizens,  deciding  what  activities 
will  be  carried  out  and  how  payments  will  be  made,  coordinating  activities 
with  other  entities,  and  reporting  and  collecting  data.   The  State  Plan  will 
include  activities  to  achieve  the  selected  health  objectives  from  Healthy 
People  2000,  the  populations  being  targeted,  disparate  need  populations  being 
targeted,  and  the  amount  of  funding  to  be  devoted. 

Funding  for  the  Preventive  Health  and  Health  Services  Block  Grant  program  for 
the  last  five  fiscal  years  has  been  as  follows: 


Funding 

FTE 

1992 

$134, 

512,000 

33 

1993 

$148, 

,743,000 

34 

1994 

$157, 

,186,000 

33 

1995 

$157, 

916,000 

30 

1996 

$173, 

,785,000 

30 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $173,771,000  represents  a  decrease  of  $14,000  from  the 
1996  Policy  level  for  an  administrative  reduction.   The  request  of  30  FTEs 
represents  no  change  from  the  1996  Policy  level.  In  FY  1996,  an  increase  of 
$28,542,000  was  appropriated  for  activities  authorized  by  the  Violent  Crime 
Control  and  Law  Enforcement  Act  of  1994.   However,  in  that  same  year,  the  core 
grant  program  received  a  decrease  of  $12,488,000  from  FY  1995  levels, 
resulting  in  decreases  in  the  grants  to  states  for  preventive  health  services. 

The  law  requires  that  at  least  $7,000,000  of  the  Prevention  Block  Grant  be 
reserved  for  services  to  victims  of  sex  offenses  and  sex  offenses  prevention 
and  allocated  on  the  basis  of  population.   In  1996,  an  additional  $28,542,000 
of  the  total  appropriation  was  designated  for  educational  and  prevention 
programs  to  reduce  violence  against  women,  as  authorized  by  the  Violent  Crime 
Control  and  Law  Enforcement  Act  of  1994 . 

State  and  local  health  departments  play  a  central  role  in  accomplishing  the 
Healthy  People  2000  objectives.   Assessment,  a  core  function  of  public  health, 
is  the  basic  and  nondelegatable  function  of  State  and  local  governments- - 
monitoring  the  health  of  State  or  local  populations.   The  assessment  plan 
identifies  four  essential  strategies: 

o   Developing  new  health  data  systems  to  track  priorities; 

o   Making  health  data  rapidly  available  to  States, 

o   Building  State  and  local  capacity  to  use  data  to  direct  programs;  and 
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o   Evaluating  the  impact  of  programs. 

Current  services  provide  CDC  with  the  essential  core  resources  to  create 
systems,  provide  assistance  to  health  agencies,  and  enhance  the  rapid 
dissemination  of  information.   This  activity  allows  HHS  actively  to  advance 
the  establishment  of  uniform  national  data  sets.  In  FY  1996,  CDC  will  continue 
assisting  grantees  to  improve  their  reporting,  ensure  their  core  capacity  for 
acquiring  sound  and  timely  health  data,  and  support  more  efficient  and 
targeted  direction  of  programs  to  improve  the  health  of  individuals  through 
preventive  care  and  health  promotion. 

Education  and  Prevention  Grants  to  Reduce  Sexual  Assaults  Against  Women 
($28,542,000)  -  Violence  against  women  is  an  urgent  public  health  problem  that 
has  devastating  physical  and  emotional  consequences  for  women,  children,  and 
families.   Women  are  frequent  targets  of  sexual  assault  by  partners, 
acquaintances,  and  strangers.   For  example: 

o   An  estimated  25  percent  of  all  women  in  the  United  States  will  suffer  a 
violent  sexual  attack  sometime  during  their  lives. 

o   According  to  a  recent  national  telephone  survey,  13  percent  of  all 

adolescent  females  between  the  ages  of  12  and  17  have  already  experienced 
sexual  assault . 

o   Forcible  rapes  accounted  for  approximately  20  of  every  1,000  crime 
victimizations  reported  to  the  National  Crime  Victimization  Survey  in 
1990. 

Cost  estimates,  including  cost  of  lost  productivity,  emergency  medical 
treatment,  pain,  suffering,  psychological  damage  and  reduced  quality  of  life 
are  $54,100  per  attempted  or  completed  forcible  rape. 
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HIV  Performance  Partnership  Grant 

Authorizing  Legislation An  Amendment  to  the  Public  Health  Service  Act  has 

been  submitted. 

1995  1996  1997  Increase  or 

Actual  Policy  Estimate  Decrease 

FTE'         JJA,         FTE'  S&  FTE'  EA.  FTE'         BA 

4*    $285,500,000     4*    $285,477,000     4*    $297,875,000       0    12,398,000 

*  At  the  request  of  States,  CDC  employees  are  detailed  to  States  and  local  health 
departments  in  lieu  of  cash. 

Purpose  and  Method  of  Operation 

The  HIV  Performance  Partnership  Grant  combines  current  programs  for  HIV  prevention  and 
surveillance.   Grants  to  community- based  organizations  for  HIV  are  also  included. 
Community  planning  is  used  as  the  basis  for  distributing  HIV  funds  within  States . 
Although  in  a  separate  PPG,  since  the  HIV,  STD,  and  TB  programs  are  closely  related  at 
CDC,  the  application  of  funding  will  be  merged  with  the  STD  and  TB  programs. 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $297,875,000  represents  an  increase  of  $12,398,000  over  the  1996 
Policy  level  and  includes  a  program  increase  of  $12,400,000  for  prevention  activities  and 
an  administrative  reduction  of  $2,000.   With  the  proposed  increase,  CDC  will  continue  to 
build  upon  the  community  planning  model  established  by  the  HIV/AIDS  program  last  year. 
This  model  gives  eligible  applicants  broad  discretion  to  set  priorities  and  determine  how 
program  funds  will  be  spent.   Recipients  must  submit  a  Plan  prepared  by  the  health 
department  in  concert  with  community-based  groups.   Both  the  community-based  planning 
group  and  the  appropriate  health  department  must  sign  the  Plan.   The  request  of  4  FTEs 
represents  no  change  from  the  1996  Policy  level. 

It  is  important  to  continue  to  focus  on  reducing  the  transmission  of  HIV.   HIV  infection 
continues  to  be  one  of  the  Nation's  major  public  health  problems.   From  1981  through 
December  31,  1995,  CDC  received  reports  of  513,486  AIDS  cases  and  319,849  deaths. 
Although  determining  how  many  Americans  become  infected  with  HIV  annually  is  an  imprecise 
science,  recently  released  statistical  modeling  data  suggest  that  40,000  -  80,000 
Americans  are  being  infected  with  HIV  each  year.   In  recent  years,  the  HIV  epidemic  has 
been  particularly  devastating  to  young  Americans. 

CDC's  HIV  prevention  program  represents  close  collaboration  with  other  Federal  agencies. 
Successful  implementation  of  the  program  involves  collaborating  with  and  providing 
financial  assistance  to:   State  and  local  health  and  education  agencies;  national, 
regional  and  local  minority  organizations;  national,  regional  and  community-based 
organizations  (CBOs)  ,■  academia,  business  and  labor;  and  religious  organizations. 
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Approximately  79  percent  of  CDC's  HIV  budget  is  allocated  extramurally,  primarily  through 
State  and  local  health  and  education  agencies. 

There  is  growing  evidence  that  prevention  programs  that  are  carefully  designed  and 
systematically  applied  can  change  Hiv-related  risk  behaviors.   Studies  have  shown 
decreased  rates  of  transmission  among  those  who  have  been  targeted  for  intervention.   The 
appropriate  approaches  often  vary  from  community  to  community-   This  increases  the 
importance  of  locally  designed  programs  for  prevention,  based  on  models  that  have  been 
demonstrated  and  evaluated.   CDC  plays  a  critical  role  in  supporting  those  demonstrations, 
along  with  other  agencies  in  the  federal  government,  and  in  transferring  the  lessons 
learned  to  State  and  local  health  departments  and  community-based  organizations. 

In  providing  technical  assistance  for  the  consolidated  programs,  CDC  will  use  funds  as 
requested  in  the  HIV/AIDS  Prevention  Activities  to: 

o     support  a  collaborative  process  with  the  States  to  develop  program  performance 
measures  that  draw,  to  the  greatest  extent  practicable,  on  relevant  measures  in 
Healthy  People  2000,  and  to  negotiate  with  each  State  specific  performance  targets 
and  time  frames  for  achieving  them;  and 

o     work  in  partnership  with  the  States  to  improve  data  collection  strategies  and 

analytic  resources  for  identifying  high  priority  health  problems,  select  appropriate 
performance  targets  and  time  frames,  and  measure  and  improve  performance. 
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HIV  Prevention 

Authorizing  Legislation  -  Section  301,  307,  310,  311,  317,  327,  352,  and  1102 
of  the  Public  Health  Service  Act 


1995 

1996 

1997 

Increase   or 

Actual 

Policy 

Estimate 

Decrease 

EXE 

B& 

ETE                 Bfl 

FTE              aa 

ETE              BA 

Prevention 

Activities 

913 

$303,231 

000 

913           5297,956 

000 

913          5319,106, 

000 

0        521,150,000 

1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

The  mission  of  CDC's  HIV  prevention  program  is  to  prevent  HIV  infection  and  to  reduce 
associated  morbidity  and  mortality,  in  collaboration  with  community.  State,  national, 
and  international  partners.   To  accomplish  its  mission,  CDC  has  developed  a 
"Strategic  Plan  for  Preventing  Human  Immunodeficiency  Virus  (HIV)  Infection, "  which 
includes  the  following  Critical  Success  Factors: 

I .  Monitor  the  epidemic . 

II.  Improve  public  understanding  of  the  HIV  epidemic. 

III.  Prevent  risk  behaviors  among  students. 

IV.  Prevent  or  reduce  behaviors  or  practices  which  transmit  HIV. 

V.  Increase  individual  knowledge  of  HIV  serostatus  and  improve  referral 
to  appropriate  prevention  and  treatment  services. 

Funding  for  the  total  HIV/AIDS  Prevention  Program  for  the  last  five  fiscal  years  has 
been  as  follows: 

Funding  FTE 

1992  $477,120,000  941 

1993  $498,253,000  974 

1994  $543,253,000  1,002 

1995  $589,831,000  917 

1996  $584,533,000  917 
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Rationale  for  Budget  Request 

The  FY  1997  request  of  $319,106,000  represents  an  increase  of  $21,150,000  from  the 
1996  Policy  level.   It  includes  a  program  increase  of  $21,600,000  and  a  $450,000 
administrative  reduction.   This  increase  will  provide  funding  for  four  activities:  1) 
behavioral  and  biomedical  factors  that  contribute  to  or  could  mitigate  women's  risk 
for  HIV  infection  and  the  impact  on  women  of  the  PHS  guidelines  which  recommend 
universal  counseling  and  voluntary  testing  of  pregnant  women  as  well  as  the  offering 
of  zidovudine  (ZDV)  to  HIV-infected  pregnant  women;  2)  expansion  of  tuberculosis  (TB) 
testing  of  HIV-infected  individuals;  3)  prevention  research  on  HIV/AIDS  interventions 
to  reduce  high-risk  sex  among  injecting  drug  and  other  substance  users  and  youth  at 
high-risk  in  and  out  of  school;  and  4)  prevention  research  on  HIV/AIDS  interventions 
in  young  men  who  have  sex  with  men,  with  particular  emphasis  on  minorities;  The 
request  of  913  FTEs  represents  no  change  from  the  1996  Policy  level.   CDC  will  also 
work  to  better  address  the  links  between  HIV  infection  and  substance  abuse. 

In  1993,  the  CDC  HIV  Prevention  Advisory  Committee  began  an  extensive  review  of  CDC's 
HIV /AIDS  programs;  the  Committee  recognized  that  HIV- related  risk  behaviors  can  be 
modified,  and  prevention  has  been  shown  to  "work."   Numerous  studies  have  empirically 
demonstrated  that  HIV  prevention  interventions  can  avert  or  change  high-risk  sex  and 
drug  use  behaviors.  The  remaining  challenge,  however,  is  to  answer  the  following 
question:   Which  interventions  work  best  for  whom,  under  what  conditions,  why,  for 
how  long,  and  quantitatively  by  how  much?   Such  specific  information  is  needed  by, 
among  others  HIV  prevention  community  planning  groups  as  they  prioritize  HIV 
prevention  programs . 

Three  major  types  of  interrelated  research  activities  are  planned;  each  is  designed 
to  fill  a  significant  scientific  gap  in  HIV  prevention.  The  first  type  of  activity  is 
the  testing  of  specific  HIV  prevention  interventions  for  specific  populations  which 
are  high  priorities  for  assessment.   We  have  recently  learned  a  great  deal  about  the 
behavioral  and  biomedical  factors  that  contribute  to  or  could  mitigate  women's  risk 
for  HIV  infection,  constituting  primary  prevention  research  and  interventions  for 
women.   Further  research  will  be  needed  to  examine  both  the  primary  and  secondary 
aspects  of  prevention  in  women,  including  the  impact  on  women  of  the  PHS  guidelines 
which  recommend  universal  counseling  and  voluntary  testing  of  pregnant  women  as  well 
as  the  offering  of  zidovudine  (ZDV)  to  HIV-infected  pregnant  women.   Another  priority 
is  the  testing  of  community  level  interventions  for  two  high-risk  populations: 
injecting  drug  and  other  substance  users  and  youth  at  high-risk  in  and  out  of  school. 
Finally,  populations  of  young  men  who  are  having  sex  with  men,  particularly  in 
minority  populations,  will  be  tested,  using  methods  from  behavioral  epidemiology  and 
surveillance  to  target  and  evaluate  HIV  prevention  programs . 

To  enhance  HIV  prevention  programs  to  reduce  the  transmission  of  HIV  infections,  the 
requested  increase  will  be  used  as  follows: 

•        Women  account  for  the  most  rapid  increase  in  cases  of  AIDS  in  recent  years 

and  for  the  vast  majority  of  heterosexually  acquired  AIDS  cases.   Worldwide, 
perinatal  (i.e.,  mother  to  infant)  transmission  accounts  for  most  HIV 
infections  among  children.   In  the  United  States,  HIV  is  currently  the 
seventh  leading  cause  of  death  in  children  1-4  years  of  age  and  the  third 
among  women  25-44  years  of  age.   The  ideal  approach  to  reducing  morbidity 
and  mortality  among  children  is  to  prevent  HIV  infection  among  women. 
However,  despite  on-going  efforts  to  provide  education  about  HIV  prevention, 
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new  HIV  infections  continue  to  occur  among  women  of  reproductive  age  in  the 
United  States.   In  1994,  the  rate  of  HIV-related  morbidity  for  black  women 
25-44  years  of  age  surpassed  that  for  white  men  in  that  age  group.   The 
increasing  death  rate  for  women  also  affects  the  care  of  their  children: 
the  estimated  80,000  HIV-infected  women  of  childbearing  age  who  were  alive 
in  1992  will  leave  approximately  125,000  to  150,000  children  when  they  die 
during  the  1990s.   Racial  differences  in  death  rates  for  HIV  infection 
probably  reflect  social,  economic,  behavioral,  and  other  factors  associated 
with  HIV  transmission  risks. 

AIDS  Clinical  Trial  Group  (ACTG)  Protocol  076  found  that  zidovudine  (ZDV) 
administered  to  a  selected  group  of  HIV-infected  pregnant  women  and  their 
infants  can  reduce  the  risk  of  perinatal  HIV  transmission  by  approximately 
two-thirds.   It  is  vital  to  monitor  trends  of  HIV  prevalence  among  women  to 
target  prevention  efforts  better,  to  tailor  specific  behavioral 
interventions  and  to  provide  medical  intervention  to  prevent  perinatal 
transmission.   Likewise,  it  is  necessary  to  monitor  availability  and 
acceptance  of  medical  interventions  and  perinatal  HIV  counseling  and 
testing.   Only  continued  surveillance  in  these  populations  will  demonstrate 
the  influence  of  zidovudine  and  other  interventions  on  the  incidence  of 
perinatal  HIV  infection.  Blinded  surveys  and  testing  residual  newborn 
metabolic  screening  samples  can  provide  an  accurate  estimate  of  the 
prevalence  of  HIV  among  postpartum  women.   In  addition,  these  samples  can  be 
evaluated  for  zidovudine  exposure  to  provide  a  concrete  measure  of  the 
acceptance  and  use  of  prophylactic  measures.   This  information  is  essential 
for  community  HIV  prevention  planning  groups  to  enable  them  to  assess  more 
accurately  on  a  State  and  local  basis  the  need  for  such  HIV  prevention 
programs  in  women.   This  project,  in  the  various  phases,  will  be  conducted 
at  a  cost  of  approximately  $4,800,000  each  year. 

The  increases  of  TB  morbidity  and  the  TB  outbreaks  in  hospitals  and 
correctional  facilities  seen  over  the  past  few  years  are  in  large  part 
attributable  to  the  occurrence  of  TB  in  persons  infected  with  HIV.  HIV- 
associated  TB  has  occurred  in  virtually  all  age  groups,  in  men  and  women, 
and  in  all  HIV  transmission  categories.   Studies  indicate  that  the  risk  of 
clinically  active  TB  developing  in  persons  who  are  HIV-seropositive  and  who 
have  a  positive  TB  skin  test  is  7  to  10  percent  per  year;  by  contrast,  the 
risk  of  clinical  disease  in  persons  who  have  positive  TB  skin  tests  but  who 
are  HIV  seronegative,  is  only  10  percent  during  their  entire  lifetime. 

The  increase  of  $2,000,000  in  TB/HIV  funds  will  support  expanded  tuberculin 
testing  of  HIV-infected  individuals  and  counseling  and  testing  of  new  TB 
cases.   These  funds  will  also  support  expanded  disease  surveillance  and 
epidemiologic  activities  to  determine  drug  susceptibility  patterns  of  TB 
isolates;  on-going  investigations  of  the  effectiveness  of  TB  preventive 
therapy  in  HIV-infected  persons;  voluntary  on-site  HIV  counseling,  testing, 
referral  and  partner  notification  services  to  co-infected  HIV/TB  patients 
through  State  and  local  health  departments;  and  expanded  TB/HIV  operations 
research  in  areas  with  high  HIV/TB  coinfection  to  further  elucidate  the 
interaction  between  TB  and  HIV. 

HIV  infection  via  injecting  drug  use  continues  to  account  for  a  large 
percentage  of  incident  HIV  infections.   Sexual  risk  behaviors  while  under 
the  influence  of  injectable  and  non-injectable  drugs  also  contributes  to  the 
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HIV  epidemic.   The  scientific  literature  includes  studies  of  successful  HIV 
prevention  efforts  for  drug  users- -included  are  the  study  of  one-on-one, 
small  group,  street  outreach  and  drug  treatment  related  interventions. 
However,  peer-based  community  level  interventions  for  drug  users  have 
received  insufficient  attention.   This  project  would  begin  with  important 
formative  research  and  would  pay  special  attention  to  the  study  of  the 
social  networks  of  drug  users.   The  outcome  evaluation  phase  of  the  project 
would  be  designed  similar  to  CDC's  very  successful  AIDS  Community 
Demonstration  Projects.   Youth  at  high-risk  are  increasingly  becoming  HIV- 
infected.   CDC  works  collaboratively  with  the  Nation's  State  and  local 
health  and  education  agencies  to  help  them  strengthen  HIV  prevention 
education  as  a  part  of  comprehensive  school  health  education.   The  increase 
would  provide  the  ability  to  strengthen  and  expand  efforts  for  HIV 
prevention  targeting  youth  at  high-risk  in  and  out  of  school.   These 
projects  would  be  conducted  via  a  5-year  cooperative  agreement  arrangement 
with  an  outstanding  group  of  HIV  behavioral  and  social  scientist  researchers 
at  a  yearly  cost  of  $9,550,000. 

Men  who  have  sex  with  men  continue  to  account  for  a  large  percentage  of  the 
incident  cases  of  HIV  infection  in  the  United  States.   Some  members  of  the 
gay  community  have  responded  to  the  HIV  epidemic  with  a  community 
mobilization  effort  which  has  helped  to  change  high  risk  behaviors  of  older 
gay  men  (aged  25  years  and  older) .  Formal  studies  have  been  done  of  one-on- 
one,  small  group  and  community  level  risk  reduction  interventions  for  older 
gay  men;  many  of  these  studies  have  reported  successful  results,  especially 
in  terms  of  short-term  behavior  change.   However,  much  of  this  research  has 
been  conducted  with  white  gay  men,  to  the  relative  neglect  of  young  (aged 
less  than  25  years)  gay  and  bisexual  men  of  color.   CDC  will  seek  to  fill 
these  gaps  by  (a)  conducting  formative  research  with  young  gay  and  bisexual 
men  of  color,  and  (b)  designing,  implementing  and  evaluating  community  level 
HIV  prevention  programs  which  are  culturally  competent,  effective,  and 
sustainable  in  these  younger  males.   The  design  of  these  projects  would  be 
akin  to  the  successful  AIDS  Community  Demonstration  Projects  that  CDC  has 
implemented  over  the  past  several  years.   This  project,  in  all  phases,  would 
be  conducted  largely  via  5-year  cooperative  agreements  with  outstanding  HIV 
prevention  researchers  at  a  cost  of  approximately  $4,800,000  each  year. 
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CENTERS  FOR  DISEASE  CONTROL 

HIV/AIDS 

(Dollars  in  Thousands) 


1995  1996       1997 

Actual       Policy     Estimate 

I.   Basic  Science  Research  $5,050     $5,004     $5,004 

II .   Risk  Assessment  &  Prevention 

A.  Surveillance  90,100     89,292     89,292 

B.  Population-based  research; 
nat  hist,  trans,  risk 

factors  40,812     40,445     40,445 

C.  Information  &  education/ 

preventive  services        453,869    449,792    483,340 

High  Risk  or  Infected 

Persons  290,118    287,514    321,062 

Special  minority 

initiatives  58,857     58,328     58,328 

School  &  college  aged 

youth  48,205     47,771     47,771 

General  public  &  special 

programs  44,951     44,547     44,547 

Prevention  capacity 

enhancement  11.738    n.632    n.632 

CDC  Total  *  $589,831   $584,533   $618,081 

*   Total  HIV/AIDS  dollars  include  $1,100,000  which  is  proposed  to  be  included 
in  the  Chronic  Disease  and  Disability  Performance  Partnership  Grant 
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1995 
Actual 

1996 
Policy 

1997 
Estimate 

Increase  or 
Decrease 

B& 

FTE' 

B& 

FTE'                   BA 

FTE' 

BA 

$82,600 
102.900 

siss.soo, 

000 
,  DDO. 

000 

30S 

0 
0 

$80,206 

102.900 

$183,106, 

000 
DSD 
000 

306             $79,390, 
0             102.900 
0          $182,290, 

000 

>°g°. 

000 

0 

a. 

0 

($816,000) 
0 

($816,000) 
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STD/TB  Performance  Partnership  Grant 

Authorizing  Legislation An  Amendment  to  the  Public  Health  Service  Act  has  been 

submitted. 


FTE' 


At  the  request  of  States.  CDC  employees  are  detailed  to  States  and  local  health  departments  in  li 
cash. 


Purpose  and  Method  of  Operation 

The  STD/TB  Performance  Partnership  Grant  combines  programs  for  STD  prevention, 
tuberculosis  prevention  and  control,  and  infertility  prevention.   All  programs 
except  infertility  now  provide  funds  to  all  States,  territories,  and  a  few 
large  city  health  departments.   These  programs  serve  at-risk  populations  and 
local  health  departments  frequently  deliver  services  in  a  consolidated 
fashion.   These  programs  and  services  are  very  different  from  immunization  and 
chronic  disease/disability  prevention  efforts  and  serve  very  different 
populations . 

For  FYs  1996,  1997  and  1996,  the  funding  streams  will  remain  separate  while 
the  STD  and  TB  programs  phase  in  community  planning.  The  new  STD/TB  grant 
program  will  build  on  the  community  planning  model  established  last  year  by 
CDC's  HIV /AIDS  program.   Community  planning  is  now  used  as  the  basis  for 
distributing  HIV  funds  within  States.   The  new  HIV/AIDS  program  model  gives 
eligible  applicants  broad  discretion  to  set  priorities  and  determine  how 
program  funds  will  be  spent .   Recipients  must  submit  a  plan  prepared  by  the 
health  department  in  concert  with  community-based  groups.   Both  the  community- 
based  planning  group  and  the  appropriate  health  department  must  sign  the  plan. 
However,  the  application  for  funding  for  these  programs  will  be  merged  during 
this  transition  period. 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $182,290,000  represents  a  decrease  of  $816,000  from 
the  1996  Policy  level.   It  includes  an  administrative  reduction  of  $149,000 
and  an  absorption  of  $667,000  that  will  allow  CDC  to  construct  laboratory 
containment  space.   The  request  of  306  FTEs  represents  no  change  from  the  1996 
Policy  level.   The  new  STD/TB  grant  program  would  use  the  same  model  as  the 
HIV/AIDS  program;  however,  because  well  developed  community  groups  are  not 
available  for  consultation  on  STD  and  TB,  CDC  proposes  a  3 -year  phase -in  for 
full  flexibility.   During  this  phase-in  period,  separate  funding  categories 
for  STD  and  TB  will  be  maintained  to  ensure  that  the  proportion  of  funds  is 
maintained  for  each  of  the  three  programs.   However,  the  recipients  would  have 
flexibility  in  determining  the  expenditure  of  those  funds.   At  the  end  of  the 
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3 -year  period,  all  program  activities  would  be  funded  utilizing  a  single 
formula  and  combined  program  allocations . 

The  two  areas  of  STD  and  TB,  while  targeting  different  health  problems,  both 
affect  similar  at-risk  populations: 

o     Sexually  Transmitted  Diseases  (STDs)  are  one  of  the  most  critical  health 
challenges  facing  the  United  States  today  because  of  the  high  rates  of 
STDs  in  adolescents  and  young  adults  and  the  severe  consequences  for 
women  and  infants  (especially  ethnic  and  racial  minority  populations) . 

o     Many  of  those  affected  by  tuberculosis  (homeless,  incarcerated,  foreign- 
born)  are  also  at-risk  for  other  health  problems.   The  Department's  1989 
"Strategic  Plan  for  the  Elimination  of  Tuberculosis  in  the  United 
States"  established  elimination  as  a  realistic  goal.   Since  the 
"Strategic  Plan"  was  published,  dramatic  changes  in  the  incidence  and 
epidemiology  of  TB  have  occurred,  and  these  changes  seriously  jeopardize 
the  goal  of  TB  elimination.   The  Federal  TB  Task  Porce  published  in  1992 
a  "National  Action  Plan  to  Combat  Mult ldrug -  Resistant  Tuberculosis . " 
Together  these  plans  outline  the  steps  that  need  to  be  taken  quickly  to 
bring  outbreaks  under  control  and  regain  the  ability  to  look  toward 
elimination  of  TB  early  next  century. 

In  providing  technical  assistance  for  the  consolidated  programs,  CDC  will  use 
funds  as  requested  in  the  STD/TB  Prevention  Activities  to: 

o     support  a  collaborative  process  with  the  States  to  develop  program 

performance  measures  that  draw,  to  the  greatest  extent  practicable,  on 
relevant  measures  in  Healthy  People  2000  and  to  negotiate  with  each 
State  specific  performance  targets  and  time  frames  for  achieving  them; 
and 

o     work  in  partnership  with  the  States  to  improve  data  collection 

strategies  and  analytic  resources  for  identifying  high  priority  health 
problems,  selecting  appropriate  performance  targets  and  time  frames,  and 
measuring  and  improving  performance. 
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Sexually   Transmitted  Diseases    Prevention  Activities 


1995  1996                                  1997                          Increase   or 

Actual  Policy                            Estimate                          Decrease 

FTE                  BA,  FTE                  BA                  FTE                   fiA.                   FTE                  BA 

Prevention 

Activities                 236        $22,564,000  236        $25,321,000               236          $24,578,000                (0)            ($743,000) 


Authorization Indefinite,  through  Sections  301,307,310,311,318, 

and  322  of  the  Public  Health  Service  (PHS)  Act. 


Purpose  and  Method  of  Operation 

The  mission  of  CDC's  national  STD  prevention  program  is  to  provide  national 
leadership  through  research,  policy  development,  and  support  of  effective 
services  to  prevent  and  control  the  transmission  of  STDs  and  their 
complications,  such  as  enhanced  HIV  transmission,  infertility,  adverse 
outcomes  of  pregnancy,  and  reproductive  tract  cancer.   National  leadership  is 
provided  in  five  integrated  areas  and  two  special  activities  to  assist  health 
departments,  health  care  providers,  and  non-governmental  organizations  through 
the  development,  synthesis,  translation,  and  dissemination  of  timely,  science- 
based  policy,  and  the  development  and  support  of  science-based  programs  that 
meet  the  needs  of  communities: 

o  Monitoring  disease  trends  -  National  and  local  data  are  used  to  focus  and 
assess  current  prevention  activities.   CDC  provides  technical  assistance  to 
project  areas  including  development  of  integrated  information  systems. 

o  Behavioral,  clinical,  and  health  services  research  -   CDC  supports  research 
and  evaluation  projects  to  provide  a  scientific  base  for  enhancing  current 
program  efforts  and  providing  innovative  and  cost-effective  approaches  to 
the  prevention  and  control  of  STDs . 

o  Education  and  training  -  Support  for  prevention/training  will  be  provided. 
Clinical  guidelines,  including  STD  treatment  guidelines,  are  distributed  to 
a  broad  range  of  health  care  professionals . 

o  Building  partnerships  for  STD  prevention  -  CDC  has  developed  a  national  STD 
prevention  partnership  to  educate  health  professionals,  the  public,  and 
policy  makers  about  the  importance  of  STD  prevention  and  the  impact  of  STDs 
on  the  health  of  women  and  infants,  adolescents,  and  minority  populations, 
and  to  promote  development  of  locally  based,  public/private  STD  prevention 
partnerships . 

o  STD  accelerated  prevention  campaign  -  The  goals  of  CDC's  Accelerated 

Prevention  Campaigns  are  to:  1)  stimulate  high-quality,  interdisciplinary, 
collaborative  STD  prevention  efforts;  2)  provide  opportunities  for  critical 
reevaluation  and  innovation  in  STD  prevention  services;  3)  leverage  Federal 
funds  to  promote  increased  commitment  of  local  resources;  and  4)  develop 
more  effective  approaches  to  monitor  STDs  and  evaluate  program  impact 
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regarding  interventions  to  change  sexual  and  health- related  behaviors  that 
increase  the  risk  of  STDs  and  their  sequelae. 

o  Infertility  Prevention  Demonstration  -  This  program  is  especially  important 
since  women  share  an  inordinate  amount  of  the  physical,  emotional,  and 
financial  burdens  of  STDs.   Apart  from  increased  risk  of  HIV  acquisition 
and  subsequent  death,  the  most  serious  complications  are  pelvic 
inflammatory  disease  (PID) ,  ectopic  pregnancy,  involuntary  infertility,  and 
chronic  pelvic  pain.   More  than  750,000  cases  of  PID  are  diagnosed  and 
treated  each  year,  resulting  in  more  than  165,000  hospitalizations  for 
women  aged  15-44.   Annually,  PID,  secondary  to  either  gonococcal  or 
chlamydia  infection,  accounts  for  more  than  125,000  cases  of  tubal 
infertility  and  nearly  50,000  cases  of  potentially  fatal  ectopic  pregnancy. 
Delay  in  treatment  and  repeated  episodes  of  symptomatic  and  asymptomatic 
PID  result  in  much  higher  rates  of  infertility.  In  addition,  complications 
from  untreated  chlamydia  infections  include  neonatal  pneumonia  and 
conjunctivitis. 

With  the  collaboration  of  State  and  local  health  departments,  family 
planning  programs,  and  public  health  laboratories,  and  through  an 
interagency  agreement  with  the  Office  of  Population  Affairs,  CDC  will 
continue  to  replicate  the  successful  chlamydia  prevention  demonstration 
that  was  implemented  in  Title  X  family  planning  clinics  in  HHS  Region  X. 
With  the  request,  CDC  would  support  a  regional  infertility  prevention 
program  for  primary  health  care,  migrant  health  care,  adolescent  health  and 
other  health  care  settings  which  serve  women  at  high  risk  of  chlamydial  and 
gonococcal  infection  in  other  regions  of  the  country.   This  effort  will 
capitalize  on  technological  advances  in  chlamydial  diagnosis  and  treatment 
to  reduce  the  huge  health  and  economic  burden  of  chlamydia  and  PID  and  will 
support  programs  in  all  50  states. 

Funding  for  the  total  Sexually  Transmitted  Diseases  Prevention  Program  for  the 
last  five  fiscal  years  has  been  as  follows: 


Funding 

FTE 

1992 

$88,746,000 

619 

1993 

$89,552,000 

678 

1994 

$99,771,000 

615 

1995 

$105,164,000 

542 

1996 

$105,527,000 

542 

Rationale  for  the  Budget  Request 

The  FY  1997  estimate  of  $24,578,000  is  a  decrease  of  $743,000  from  the  1996 
Policy  level.   It  includes  an  administrative  reduction  of  $77,000  and  an 
absorption  of  $666,000  that  will  allow  CDC  to  construct  laboratory  containment 
space.   The  request  of  236  FTEs  represents  no  change  from  the  1996  Policy 
Level . 

With  the  collaboration  of  State  and  local  health  departments,  CDC  will 
continue  its  program  to  prevent  and  control  sexually  transmitted  diseases . 
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These  efforts  will  continue  to: 

o    Provide  technical  assistance  to  State  and  local  health  agencies  by 

expanding  access  to  care,  providing  testing  and  treatment  to  women,  with 
or  without  symptoms  of  STDs .   Since  approximately  75  percent  of  the  women 
with  chlamydia  are  asymptomatic,  this  is  a  critical  element  to  the 
effective  management  of  infertility. 

o    Encourage  community  involvement  in  the  design,  delivery,  and  sustained 
support  of  services . 

o    Provide  opportunities  for  clinical,  epidemiologic,  behavioral,  health 

services  and  operations  research  into  the  prevention  of  STDs,  especially 
STD-related  infertility. 

o    Assist  CDC  in  achieving  the  Healthy  People  2000  Objectives  for  chlamydia, 
gonorrhea,  and  PID. 


Centers  for  Disease  Control  and  Prevention 
Sexually  Transmitted  Disease  Functions 


Prevention  &  Control 


Infertility  Prevention 


1995 

1996 

1997 

Actual 

Policy 

Estimate 

$9,264,000 

$5,521,000 

$4,678,000 

2,100,000 

5,300,000 

5,300,000 

Surveillance/Monitoring 

Disease  Trends  900,000         900,000         900,000 


Program  Relevant  Research       4,200,000       5,800,000       5,900,000 
Training  4,300,000       5,800,000       5,800,000 

Tuskegee  Health  Benefits         1.800.000       2.000.000       2.000.000 


Total  STD  Prevention 
Activities  22,564,000      25,321,000      24,578,000 

Included  in  STD/TB 
Grant  82.600.000       80.206.000      79.390.000 

Total  $105,164,000    $105,527,000    $103,968,000 
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fTOt;  TiiKcT-i-iilosia  Prevention  Activities 

Authorizing  Legislation  -  Section  301,  307,  310,  311,  and  327  of  the  Public 
Health  Service  Act 

1995  1996  1997  Increase  or 

Aytipl  Policy  Estimate  Decrease 

ftb  aa  fte  aa  eze  b&  exe  ba 

Prevention 

Activities        60    $16,673,000       60    $16,425,000       60    $16,404,000      (0)      ($21,000) 

1997  Authorization  Indefinite 

Purpose  and  Method  of  Operation 

The  program's  mission  is  to  achieve  the  elimination  of  tuberculosis  (TB)  from 
the  United  States.   The  Department's  1989,  "Strategic  Plan  for  the  Elimination 
of  Tuberculosis  in  the  United  States"  established  elimination  as  a  realistic 
goal.   Since  the  "Strategic  Plan"  was  published,  dramatic  changes  in  the 
incidence  and  epidemiology  of  TB  have  occurred  and  these  changes  seriously 
jeopardize  the  goal  of  TB  elimination.   The  Federal  TB  Task  Force  published  in 
1992  a  "National  Action  Plan  to  Combat  Multidrug-Resistant  Tuberculosis." 
Together  these  plans  outline  the  steps  that  need  to  be  taken  quickly  to  bring 
outbreaks  under  control  and  regain  the  ability  to  look  toward  elimination  of 
TB  early  next  century. 

CDC  provides  national  leadership  for  TB  elimination.   Surveillance  allows  CDC 
and  the  grantee  to  target  resources  to  ensure  the  greatest  impact .   In 
addition,  upon  request,  CDC  helps  State  and  local  health  departments  in  the 
investigation  of  outbreaks  and  development  of  containment  strategies.  CDC  also 
works  with  the  National  Coalition  for  the  Elimination  of  Tuberculosis- -  70  plus 
professional,  voluntary,  and  patient  advocacy  groups- -to  ensure  education  of 
health  care  providers  and  patients. 

CDC  works  to  strengthen  State  and  local  laboratory  capacity  to  ensure  that  the 
latest  in  technology  is  being  used  to  quickly  identify  TB  and  especially  multi 
drug-resistant  TB.   Through  collaboration  with  local  providers,  CDC  also  helps 
to  evaluate  the  risks  of  TB  for  health  care  workers  and  develop  guidelines  to 
reduce  those  risks . 

In  collaboration  with  others,  CDC  perforins  research  to  find  new  and  better 
diagnostic  and  treatment  tools  and  understand  better  why  providers  sometimes 
do  not  manage  TB  correctly  and  why  patients  sometimes  are  unable  to 
successfully  complete  treatment.  In  all  of  these  efforts,  evaluation  of 
success  remains  a  high  priority. 
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Funding  for  the  total  tuberculosis  elimination  program  for  the  last  five 
fiscal  years  has  been  as  follows: 

Funding      FTE 

1992  $20,693,000     67 

1993  $78,835,000     67 

1994  $116,769,000     65 

1995  $119,573,000     60 

1996  $119,325,000     60 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $16,404,000  represents  a  decrease  of  $21,000  from  the 
1996  Policy  level  for  an  administrative  reduction.   The  request  of  60  FTEs 
represents  no  change  from  the  1996  Policy  Level. 

From  1953  to  1985,  the  United  States  experienced  a  decline  in  active  TB  cases 
--  from  84,304  reported  cases  in  1953  to  22,201  cases  in  1985.  In  1985,  this 
decline  ceased  and  cases  increased  to  a  high  of  26,673  in  1992.  Through 
increased  appropriations,  States  and  cities  were  able  to  implement  major 
prevention  and  control  programs  as  had  been  outlined  in  the  "Strategic  Plan" 
and  the  "MDR  Action  Plan" .  Due  in  large  part  to  the  successful  implementation 
of  these  programs,  the  total  number  of  reported  TB  cases  decreased  during  1993 
and  1994.  The  Office  of  Technology  Assessment  reported  in  "The  Continuing 
Challenge  of  Tuberculosis"  that  "TB  control  is  an  exercise  in  vigilance."   The 
funding  proposed  for  FY  1997  will  allow  CDC  and  its  partners  at  the  State  and 
local  levels  to  remain  vigilant  and  continue  to  target  rebuilding  of  the  TB 
public  health  infrastructure;  TB  prevention  among  foreign-born  persons, 
including  collaboration  with  international  organizations;  prevention  of 
outbreaks  in  hospitals,  correctional  facilities,  and  other  institutional 
settings;  and  TB  in  HIV-infected  persons.   Included  in  the  STD/TB  grants  is 
$6.0  million  to  continue  to  fund  three  TB  Model  Centers  which  have  done  much 
to  advance  the  goals  of  the  TB  program,  especially  in  their  geographic  areas. 

Centers  for  Disease  Control  and  Prevention 
Tuberculosis  Elimination  Functions 


Prevention  Control  and 
Elimination 

Surveillance  Assessment 

Research  Demonstration 

Total  Prevention 
Activities 

Included  in  STD/TB 
Grant 


1995 

1996 

1997 

Actual 

Policy 

Estimate 

$ 

1,996,000 

$  1,140,000 

$   1,140,000 

70,000 

1,140,000 

1,140,000 

s 

14.607.000 

14.145.000 

14  ,124,000. 

$  16,673,000 

102.900.000 
$119,573,000 


$  16,425,000 

102.900.000 
$119,325,000 


$  16,404,000 

102.900.000 
$119,304,000 
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Immunization  Perfnmanrp  Partnership  Grant 

Authorizing  Legislation An  amendment  to  the  Public  Health  Service  Act 

will  be  submitted. 


1995  1996  FY  1997  Increase  or 

Actual  Policy  Estimate  Decrease 

FTE  BA  FTE  BA  FTE         fifi         EXE       B& 

68*    $176,700,000    68*    $176,659,000    68*   $176,656,000      0    ($3,000) 

*  At  Che  request  of  States  and  local  health  agencies,  CDC  employees  are  detailed  in  lieu  of  cash. 

Purpose  and  Method  of  Operation 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $176,656,000  represents  a  decrease  of  $3,000  from  the  FY  1996 
policy  level  for  an  administrative  reduction.   The  request  of  68  FTEs  represents  no  change 
from  the  1996  Policy  level.   The  immunization  grant  program  would  streamline  6  elements  of 
the  immunization  program  which  are  now  awarded  on  a  competitive  basis  to  all  States  and  5 
cities .   Recipients  would  develop  plans  for  expenditure  of  the  funds  based  on  Healthy 
People  2000  objectives  and  report  annually  to  CDC  on  their  progress  towards  those 
objectives. 

Performance  Incentive  Awards 

CDC  proposes  that  the  Secretary  be  authorized  to  reserve  a  percentage  of  the  funds 
(amounts  may  vary,  but  will  be  approximately  20  percent  in  this  grant  program)  to  reward 
recipients  that  make  exceptional  progress  towards  the  Healthy  People  2000  or  subsequently 
developed  national  health  objectives.   Performance  measures  to  make  this  determination 
would  be  developed  in  conjunction  with  the  States,  territories,  and  cities. 

To  encourage  States  to  identify  and  achieve  specific  performance  standards,  and  to  retain 
Federal  capability  to  assess  the  effectiveness  of  performance  partnership  grant  funds  to 
address  public  health  problems,  a  portion  of  the  grant  would  be  reserved  as  a  Performance 
Bonus  Fund.   States  would  submit  progress  reports  on  the  performance  standards  and  could 
receive  a  share  of  the  Performance  Fund. 

Qutbreaka  of  Tnfcrtinua  Diseases 

Hith  respect  to  the  Immunization  performance  partnership  grants,  CDC  would  reserve  funds 
for  outbreaks  of  infectious  disease  that  require  a  rapid  national  response  and  exceptional 
resource  commitments  (e.g..  Measles  or  Hepatitis  A) .   Funds  not  used  for  outbreaks  would 
be  distributed  based  on  the  original  formula  during  the  fourth  quarter. 
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In  providing  technical  assistance  for  the  consolidated  programs,  CDC  will  use  funds  to: 

o     support  a  collaborative  process  with  the  States  to  develop  program  performance 
measures  that  draw,  to  the  greatest  extent  practicable,  on  relevant  measures  in 
Healthy  People  2000,  and  negotiate  with  each  State  specific  performance  targets  and 
time  frames  for  achieving  them;  and 

o     work  in  partnership  with  the  States  to  improve  data  collection  strategies  and 

analytic  resources  and  for  identifying  high  priority  health  problems,  selecting 
appropriate  performance  targets  and  time  frames,  and  measuring  and  improving 
performance. 
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Immunisation 


Authoririny  I-gyislation  -  Sections  301,  307,  310,  311,  317,  and  327  of  the 
Public  Health  Service  Act 


1995 

1996 

Policy 

1997 
Estimate 

Increase  or 
Decrease 

FTE' 

B& 

FTE* 

B& 

FTE' 

BA 

FTE* 

BA 

Grants 

6 

$182. 677 

,000 

E 

$182, 280 

,000 

6 

$182,247,000 

0 

($33,000) 

Prevention 
Activities 

320 

104. 3S7 

000 

320 

109. 153 

000 

320 

128.990,000 

0 

19.837.000 

Total 

326 

$287,034 

000 

326 

$291,433 

000 

326 

$311,237,000 

0 

19.804.000 

1997  Authorization: 

Grants  Indefinite 

Prevention  Activities Indefinite 


PiiT-pnae  and  Method  of  Operation 


CDC  uses  two  methods  to  provide  active  leadership  and  support  for  national  efforts  to 
prevent  and/or  control  vaccine -preventable  diseases: 

o   Project  grants:   Since  1963,  CDC  has  provided  grant  support  to  immunization 

projects  to  assist  State  and  local  health  agencies  in  planning,  developing,  and 
conducting  childhood  immunization  programs,  and,  beginning  in  1992,  to  support 
the  actual  delivery  of  vaccines.   The  grant  program  is  a  key  element  in  achieving 
the  objectives  of  the  Childhood  Immunization  Initiative. 

o   Prevention  Activities:   Certain  activities  such  as  maintaining  a  stockpile  of 
vaccine  in  the  event  of  disruption  of  the  vaccine  supply,  maintaining  a 
contractual  mechanism  for  saving  millions  of  dollars  annually  through  the 
consolidated  purchase  of  vaccine  for  States  and  local  agencies,  conducting 
surveillance  and  investigation  of  vaccine  reactions  and  vaccine  failures,  and 
monitoring  adverse  events  are  either  best  accomplished  at  the  national  level  or 
are  performed  more  cost-effectively  at  the  national  level.   These  activities  are 
supported  by  cooperative  agreements,  contracts,  in-house  research,  technical 
assistance  and  consultation,  and  planning  and  evaluation. 


Funding  for  the  total  Immunization  program  for  the  last  five  fiscal  years  has  been  as 
follows: 


1992 
1993 
1994 
1995 
1996 


Fundi  nc) 
$296,159,000 
$341,081,000 


FTE 
310 
376 


$528,  lilrOOO 365- 

$463,734,000     394 
$468,092,000     394 
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Ral-ionale  for  Budget  Request 

The  FY  1997  estimate  of  $311,237,000  represents  an  increase  of  $19,804,000  from  the 
1996  Policy  level.   This  includes  a  program  increase  of  $20,000,000  for  global  polio 
eradication  and  an  administrative  reduction  of  $196,000.   The  request  of  326  FTEs 
represents  no  change  from  the  1996  Policy  level. 

Global  Eradication  of  Polio  (+$20,000,000) 

The  FY  1997  requested  program  increase  of  $20,000,000  includes  $12,000,000  for 
vaccine  purchase  and  $8,000,000  for  technical,  laboratory,  and  program  support 
services  to  support  eradication  efforts.   The  United  States  has  a  compelling 
financial  and  humanitarian  interest  in  supporting  the  World  Health  Organization's 
(WHO)  initiative  to  eradicate  polio  by  the  year  2000.   More  than  $230  million 
annually  is  spent  in  the  United  States  to  buy  and  administer  polio  vaccine  to 
American  children  from  federal,  state,  and  private  sources.   These  funds  can  be  saved 
after  polio  eradication  is  achieved  and  vaccinations  are  stopped.   Similarly,  just  as 
smallpox  was  eradicated,  polio  will  never  again  kill  or  cripple  the  children  of  the 
world.   Cooperation  among  Rotary  International,  UNICEF,  WHO,  the  Task  Force  for  Child 
Survival  and  Development,  and  CDC  demonstrates  the  public  health  power  which  can  be 
achieved  through  partnerships  among  governments.  United  Nations  organizations,  and 
the  private  sector.   Rotary  International  alone  has  raised  more  than  $240  million  to 
support  this  effort  and  through  investment  has  increased  this  amount  to  $340  million 
which  is  available  for  polio  eradication  activities. 

Extraordinary  progress  was  made  in  1995  towards  achieving  the  global  eradication  of 
poliomyelitis  by  the  year  2000: 

o   The  number  of  polio  cases  reported  worldwide  in  1988  was  35,260  and  in  1995  is 

estimated  at  7,500,  nearly  an  80  percent  reduction  between  1988  and  1995. 
o   The  Western  Hemisphere  completed  a  fourth  year  without  a  reported  case  of  polio, 

continuing  its  status  as  the  only  region  in  the  world  that  has  interrupted 

indigenous  transmission  of  wild  poliovirus. 
o   India,  which  reports  nearly  60  percent  of  the  worldwide  burden  of  polio,  started 

to  implement  the  WHO- recommended  polio  eradication  strategies,  including  National 

Immunization  Days  (NIDs) . 
o   In  early  December  1995,  approximately  150  million  children  received  polio  vaccine 

in  NIDs  in  China  and  India . 

Despite  the  1995  accomplishments,  additional  funds  are  necessary  to  purchase  oral 
polio  vaccine,  support  the  operational  costs  of  the  National  Immunization  Days,  and 
reach  the  year  2000  eradication  goal.  The  $20,000,000  increase  in  FY  1997  will  allow 
CDC  to  provide  much  needed  epidemiologic,  laboratory,  and  programmatic  assistance  to 
the  WHO  for  polio  eradication.   The  focus  of  CDC  assistance  will  be  on  surveillance, 
case  investigation,  outbreak  control  programs,  and  provision  of  vaccines  through  an 
integrated  program  of  assessment,  training,  and  evaluation.   One  of  the  highest 
priorities  for  CDC  will  be  support  for  the  development  of  epidemiologic  and  virologic 
surveillance  systems  for  polio  in  developing  countries.   In  addition,  the  global 
epidemiologic  and  laboratory  infrastructure  being  developed  through  the  polio 
initiative  has  the  potential  for  serving  as  the  base  of  public  health  achievements 
far  beyond  the  eradication  of  polio. 
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The  FY  1997  request  will  be  used  to  support  many  other  high-priority  immunization 
activities: 

Appropriate  administration  of  safe  and  effective  vaccines  remains  the  most  cost- 
effective  method  of  preventing  human  suffering  and  reducing  economic  costs  resulting 
from  vaccine-preventable  diseases.   For  example,  for  every  dollar  spent  on  DTP 
vaccination  $29  is  saved,  and  for  every  dollar  spent  on  MMR  vaccination  $21  is  saved. 
The  goals  of  the  immunization  program  are  to  eliminate  most  vaccine-preventable 
diseases;  to  substantially  reduce  the  health  burdens  caused  by  mumps,  hepatitis  B, 
and  pertussis  in  the  United  States;  to  reduce  the  perinatal  transmission  of  hepatitis 
B;  and  to  ensure  90  percent  of  2-year-olds  are  vaccinated.   Vaccine-preventable 
diseases  are  at  all-time  low  levels.   In  1995,  record  lows  were  provisionally 
reported  for  7  vaccine -preventable  diseases.   Vaccination  coverage  estimates  from  the 
National  Immunization  Survey  (last  3  quarters  of  1994  and  1st  quarter  of  1995)  are 
the  highest  ever  recorded  in  the  united  States.   In  particular,  findings  from  NIS 
indicate  achievement  of  the  1996  CII  goal  for  90  percent  coverage  with  three  doses 
each  of  DTP  and  Hib,  and  the  90  percent  coverage  goals  for  polio  and  measles  were 
nearly  attained. 

CDC  is  conducting  a  number  of  activities  to  address  remaining  obstacles  to  reaching 
the  goal  of  90  percent  immunization  levels  in  2 -year-old  children.   The  CDC  strategy 
addresses  such  issues  as  the  availability  of  immunization  services,  parental  and 
provider  awareness  of  the  need  for  timely  immunization,  the  ability  to  evaluate 
progress  toward  the  goal,  and  the  intensification  of  vaccine-preventable  disease 
surveillance  and  investigation. 

In  1997,  CDC  intends  to  collect  vaccination  coverage  data  at  the  National,  State,  and 
local  levels.   With  these  data,  the  impact  of  National,  State,  and  local  policies  and 
programs  can  be  evaluated  and  monitored  and  the  results  will  provide  the  primary 
means  of  monitoring  progress  toward  the  objectives  of  the  Childhood  Immunization 
Initiative.   These  surveys  will  measure  antigen-specific  and  series  complete  coverage 
by  selected  age  categories,  with  detailed  analyses  for  race/ethnicity  and  by  poverty 
groups  also  being  presented.   Such  surveys  are  necessary  to  monitor  the  improvement 
of  immunization  coverage  levels  in  the  target  populations  of  78  State  and  local  areas 
receiving  funds  to  implement  Immunization  Action  Plans. 

In  addition  to  assessment  activities  to  determine  progress  toward  the  national 
immunization  objectives,  CDC  will  continue  to  emphasize  surveillance  of  infectious 
diseases  to  detect  and  respond  to  disease  outbreaks  more  rapidly.   The  surveillance 
program  identifies  areas  of  disease  morbidity  where  both  financial  and  human 
resources  need  to  be  concentrated  and  allows  monitoring  of  vaccine  effectiveness 
following  the  introduction  of  new  vaccines  into  a  susceptible  population. 

Currently,  parental  interest  and  demand  for  immunization  are  inadequate  to  ensure 
appropriate  immunization  for  a  large  number  of  children  under  the  age  of  two  years. 
Parents  have  not  been  adequately  educated  and  motivated  about  the  importance  of  age- 
appropriate  immunization-   Low- literacy,  poverty,  competing  priorities,  and  the 
scarcity  of  culturally-sensitive  and  linguistically  appropriate  approaches  all 
contribute  to  parental  complacency  about  infant  immunization.   CDC  will  continue 
immunization  information,  education,  outreach,  and  community  mobilization  activities 
to  ensure  that  the  demand  for  immunization  is  great  enough  to  attain  the  Nation's 
immunization  objectives. 

CDC  will  continue  research  to  determine  the  occurrence  and  scientific  basis  for 
infrequent  adverse  events  following  vaccination.   Because  of  the  success  of 
immunization  programs  in  reducing  the  incidence  rates  of  vaccine-preventable 
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diseases,  and  because  vaccines  are  administered  to  othervise  apparently  healthy 
children,  the  public  often  focuses  more  on  the  potential  risks  of  vaccination  than 
its  benefits.   Public  perception  of  the  risks  of  vaccination  can  adversely  affect  the 
ability  to  raise  immunization  levels.  The  most  effective  way  to  address  questions  of 
causation  is  through  vaccine  safety  research. 

Several  strategies  to  substantially  reduce  the  under  immunization  problem, 
particularly  in  populations  at  high  risk,  are  being  emphasized  as  part  of  the 
comprehensive  approach  of  the  Childhood  Immunization  Initiative  (CII) .   These 
strategies  include:   1)  coordinating  immunization  services  with  the  U.S.  Department 
of  Agriculture's  (USDA)  Special  Supplemental  Nutrition  Program  for  Women,  Infants  and 
Children  Program  (WIC) ,  2)  improving  provider  practices  with  assessment  and  feedback 
of  their  individual  performance  and,  3)  developing  parent  reminder  and  recall  systems 
(Registry  Systems) . 


Centers  for  Disease  Control  and  Prevention 
National  Immunization  Program  Functions 


1995 

Actual 


1996 
Policy 


Vaccine  Purchase 
(includes  measles 
outbreak) 

Imm.  Information 
Systems  (Tracking) 

Polio  Eradication: 

o  Vaccine 
Purchase 

o  Technical 
Assistance 

National  Immunization 
Survey  (NIS) 

Other  Grants  & 
Operations  1/ 

TOTAL  SECTION 

317.PHSA, 

IMMUNIZATION 

Included  in 
Immunization  PPG 

Total 

Vaccines  for  Children 

TOTAL  IMMUNIZATION 


$151,893,000   $139,393,000 


9,261,000 
9,843,000 

4, 116, 000 

5,727,000 

16,000,000 

100,037,000 


9,236,000 
27,227,000 

16,000,000 

11,227,000 

16,000,000 

99,577,000 


$287,034,000  $291,433,000 

176.700.000  176.659,000 

$463,734,000  $468,092,000 

243.500.000  374.000.000 

$707,234,000  $842,092,000 


$139, 393,000 

9,236,000 
47,227,000 

28,000,000 

19,227,000 

16, 000, 000 

99,381,000 

$311,237,000 

176.656.000 

$487,893,000 

523.952.000 

$1,011,845,000 


1/  Includes  activities  such  as  surveillance  and  response,  state  operations, 
information  and  education,  vaccine  safety,  national  and  State-specific 
immunization  level  assessment,  and  prevention  activities. 
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Chronic  Disease/Pi  sabil  itv  Perfnnwnr>  Partnership  Grant 

Authorizing  Legislation An  amendment  to  the  Public  Health  Service  Act  has 

been  submitted. 

1995  1996  1997  Increase  or 

Actual  Policy  Estimate  Decrease 

FTE'         HA,         FTE'         RA.        FTE'         BA         FTE'        BA 

13     $118,100,000       13     $118,024,000       13    $117,351,000       (0)     ($61], 000) 
•   At  the  request  of  States  and  local  health  agencies,  CDC  employees  are  detailed  in  lieu  of  cash. 

Purpose  and  Method  of  Operations 

CDC  will  undertake  a  transition  from  the  current  categorical  funding  mechanism 
to  a  formula  supporting  the  establishment  and  maintenance  of  the 
infrastructure  for  a  core  chronic  disease  and  disability  prevention  program 
and  the  support  of  clinical  preventive  services. 

Since  only  one  of  the  programs  included  in  this  grant  was  nationwide  in  1995, 
States  will  need  time  to  adjust  their  programs  to  accommodate  a  redistribution 
of  funds  based  on  a  formula;  therefore,  a  transition  period  will  be 
established. 

Performance  Incentive  Awards 

CDC  proposes  that  the  Secretary  be  authorized  to  reserve  a  percentage  of  the 
funds  (amounts  may  vary,  but  will  be  up  to  10  percent  in  this  grant  program) 
to  reward  recipients  that  make  exceptional  progress  towards  performance 
objectives.   Performance  measures  to  make  this  determination  would  be 
developed  in  conjunction  with  the  States,  territories,  and  cities. 

Rationale  for  the  Budget  Request 

The  FY  1997  estimate  of  $117,351,000  represents  a  decrease  of  $673,000  from 
the  1996  Policy  level.   It  includes  a  $6,000  administrative  reduction  and  an 
absorption  of  $667,000  that  will  allow  CDC  to  construct  laboratory  containment 
space.   The  request  of  13  FTEs  represents  no  change  from  the  1996  Policy 
level . 

Currently  few  States  and  territories  have  infrastructure  support  in  place  for 
the  prevention  and  control  of  chronic  diseases  and  disabilities.   This  new 
grant  will  incorporate  6  discretionary  grant  programs  that  are  now  awarded  on 
the  basis  of  competitive  plans. 

Chronic  diseases,  including  those  present  at  birth,  account  for  over  70 
percent  of  deaths  in  the  United  States  and  are  a  major  cause  of  disability. 
Prevention  of  the  occurrence  and  progression  of  such  diseases  is  based  on 
reducing  or  eliminating  behavioral  risk  factors,  increasing  the  prevalence  of 
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health  promoting  practices,  detecting  disease  early  to  avoid  complications, 
and  reducing  or  eliminating  exposures  to  environmental  hazards. 

Cardiovascular  disease  (CVD)  is  the  leading  cause  of  death  in  the  United 
States.   Over  68  million  Americans  have  cardiovascular  disease  and  over  1 
million  die  from  it  each  year.   Primary  risk  factors,  such  as  tobacco  use, 
physical  inactivity,  and  poor  nutrition,  contribute  greatly  to  CVD  and  other 
major  killers,  including  cancer  and  chronic  obstructive  pulmonary  disease. 
Cigarette  smoking  causes  an  estimated  400,000  deaths  per  year,  while  physical 
inactivity  and  poor  nutrition  combined  contribute  to  approximately  300,000 
deaths  per  year. 

Approximately  13  million  Americans  have  diabetes,  contributing  to  over  160,000 
deaths  each  year.   People  with  diabetes  are  2-3  times  more  likely  to  develop 
heart  disease  complications.   Diabetes  is  the  leading  cause  of  blindness,  end- 
stage  kidney  disease,  and  a  contributor  to  over  half  of  all  lower  extremity 
amputations. 

About  46,000  women  will  die  from  breast  cancer  in  the  United  States  this  year 
and  180,000  new  cases  will  be  diagnosed.  Breast  cancer  accounts  for  nearly  a 
third  of  all  cancers  in  women.  Early  detection  greatly  improves  a  woman's 
chance  of  survival.  A  combination  of  annual  clinical  breast  examinations  and 
mammography  can  reduce  breast  cancer  mortality  by  more  than  30  percent  for 
women  ages  50-74.   The  cost  of  medical  care  for  a  woman  whose  breast  cancer  is 
diagnosed  early  is  about  one- third  to  one-half  the  medical  care  cost  for  a 
woman  whose  cancer  is  diagnosed  at  a  later  stage. 

Cervical  cancer  now  kills  an  estimated  4,400  women  annually  in  the  United 
States,  and  about  13,500  new  cases  of  cervical  cancer  are  diagnosed  each  year. 
Currently,  a  third  of  all  women  with  cervical  cancer  die  within  5  years  of 
diagnosis.   Early  detection  increases  the  5-year  survival  rate  to  nearly  90 
percent . 

The  major  causes  of  disability  in  the  United  States  are  birth  defects  and 
developmental  disabilities,  chronic  conditions,  and  injuries,  while  most 
people  associate  disability  with  the  older  ages,  in  fact,  20  percent  of  all 
people  with  disability  indicate  that  they  became  disabled  in  childhood  or 
adolescence.  While  the  prevention  of  disabling  conditions  remains  an 
important  public  health  goal,  society  cannot  afford  to  neglect  the  health, 
well-being,  and  quality  of  life  of  people  with  disabilities. 

Currently,  approximately  49  million  people  --  20  percent  of  the  total  U.S. 
population  --  in  the  United  States  have  disabilities.   About  35  million 
Americans  have  impairments  that  interfere  with  daily  activities  and  more  than 
9  million  have  functional  limitations  so  severe  that  they  cannot  work,  attend 
school,  or  maintain  a  household.   An  additional  2  million  people  live  in 
chronic  care  settings.   Thus,  more  than  $170  billion  per  year  is  incurred  in 
overall  direct  and  indirect  costs  related  to  disability,  including  medical 
expenses  and  lost  workdays.   Over  $85  billion  per  year  of  that  total  is 
supported  through  Federal  services  and  benefits. 

Currently,  only  one  of  these  six  grant  programs  is  implemented  in  all  States. 
States  and  territories  would  apply  for  the  grants  through  an  expedited 
process,  and  indicate  through  a  State  plan,  how  funds  would  be  used  to 
establish  and  maintain  a  core  program  in  chronic  disease  and  disabilities 
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prevention  and  control.  Additional  funds  would  support  clinical  and  preventive 
services  and  deliver  core  chronic  disease  and  disability  prevention  programs 
at  the  local  level .   These  funds  would  be  distributed  among  recipients  based 
on  population  and  poverty.   Program  performance  would  be  monitored  on  the 
basis  of  progress  towards  established  performance  objectives. 

Components  of  a  core  program  include  activities  designed  to: 

modify  the  primary  risk  factors  associated  with  chronic  diseases- - 
tobacco  use,  poor  nutrition,  and  physical  inactivity; 

prevent  and  control  the  leading  causes  of  death  due  to  chronic  diseases  - 
-cardiovascular  disease,  cancer,  diabetes,  and  lung  disease, 

develop  and  disseminate  effective  interventions  that  include  public 
education,  professional  education,  policy  and  community-wide 
initiatives,  and  quality  assurance ,- 

facilitate  the  routine  provision  and  appropriate  follow-up  of  clinical 
preventive  services,  as  recommended  by  the  U.S.  Preventive  Health 
Services  Task  Force,  by  all  health  care  providers; 

involve  schools,  worksites,  and  communities  in  chronic  disease 
prevention  and  control ; 

delineate  the  most  common  secondary  conditions,  identify  their  causes, 
develop  prevention  models,  and  evaluate  their  effectiveness; 

use  the  scientific  research  described  above  to  strengthen  state 
disability  prevention  programs  through  technical  assistance  and  the 
provision  of  resources;  and 

prevent  secondary  conditions  for  persons  with  disabilities  through 
targeting  programs  to  include  broad  input  from  consumers  and  advocacy 
organizations . 


To  encourage  States  to  identify  and  achieve  specific  performance  standards  and 
retain  Federal  capability  to  assess  the  effectiveness  of  the  performance 
partnership  grants,  a  portion  of  the  grant  would  be  reserved  as  a  Performance 
Incentive  Fund.   States  would  submit  progress  reports  on  the  performance 
objectives  and  could  receive  a  share  of  the  fund. 

In  providing  technical  assistance  for  the  consolidated  programs,  CDC  will: 

support  a  collaborative  process  with  the  States  to  develop  program 
performance  measures  that  draw,  to  the  greatest  extent  practicable,  on 
relevant  measures  in  Healthy  People  2000,  and  negotiate  with  each  State 
specific  performance  targets  and  time  frames  for  achieving  them;  and 

work  in  partnership  with  the  States  to  improve  data  collection 
strategies  and  analytic  resources  for  identifying  high  priority  health 
problems,  selecting  appropriate  performance  targets  and  time  frames,  and 
measuring  and  improving  performance. 
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CDC   Chronic  and  Environmental  Disease  Prevention  Activities 

Authorizing  Legislation  -  Section  301,  307,  310,  311,  327,  352,  394,  399L,  and 
1102  of  the  Public  Health  Service  Act 


1995  1996  1997  Increase  or 

Actual  Policy  Estimate  Decrease 


$102,664,000       567     $107,106,000       567     $106,156,000 


1997  Authorization: 

Birth  Defects Pending  Research 

Prostrate  Cancer  Indefinite 

Other Indefinite 

Purpose  and  Method  of  Operation 

Significant  premature  death  and  avoidable  illness  and  disability  are  caused  by 
personal  behaviors  and  exposure  to  toxic  substances  and  natural  disasters.   Chronic 
diseases,  including  those  present  at  birth,  represent  over  70  percent  of  the  causes 
of  death  in  the  United  States .  The  relationship  between  exposure  to  toxic  substances 
in  the  environment  and  environmental  diseases  is  a  major  public  concern,  and  one  that 
is  still  poorly  understood.  Prevention  of  the  occurrence  and  progression  of  such 
diseases  is  based  on  reducing  or  eliminating  behavioral  risk  factors,  increasing  the 
prevalence  of  health  promotion  practices,  detecting  disease  early  to  avoid 
complications,  assessing  human  risks  from  environmental  exposures,  and  reducing  or 
eliminating  exposures  to  environmental  hazards. 

Cardiovascular  disease  (CVD)  is  the  leading  cause  of  death  in  the  United  States. 
Over  68  million  Americans  have  CVD  and  over  1  million  die  from  it  each  year.  Primary 
risk  factors,  such  as  tobacco  use,  physical  inactivity,  and  poor  nutrition, 
contribute  greatly  to  CVD,  and  other  major  killers,  including  cancer  and  chronic 
obstructive  pulmonary  disease.  Cigarette  smoking  causes  an  estimated  400,000  deaths 
per  year,  while  physical  inactivity  and  poor  nutrition  combined  contribute  to 
approximately  300,000  deaths  per  year. 

Approximately  13  million  Americans  have  diabetes,  contributing  to  over  160,000  deaths 
each  year.  People  with  diabetes  are  2-3  times  more  likely  to  develop  heart  disease 
complications.  Diabetes  is  the  leading  cause  of  blindness,  end-stage  kidney  disease, 
and  a  contributor  to  over  half  of  all  lower  extremity  amputations. 

Public  health  prevention  efforts  have  been  shown  to  be  successful  in  promoting 
healthy  behaviors.  For  example,  a  recent  study  has  shown  that  for  every  dollar  spent 
on  tobacco  education,  drug  and  alcohol  education,  and  sexuality  education,  $14  is 
saved  in  avoided  health  care  costs.  From  1965,  the  year  after  the  release  of  the 
first  Surgeon  General's  Report  on  Smoking  and  Health,  to  1993,  the  prevalence  of 
smoking  among  adults  decreased  from  approximately  42  to  approximately  25  percent. 


319 


CDC  plans,  directs,  and  coordinates  a  national  program  to  prevent  premature 
mortality,  morbidity,  and  disability  due  to  chronic  illnesses  and  conditions,  and 
promotes  the  overall  health  of  the  population.   These  activities  complement  and 
support  State  programs  that  will  be  funded  through  the  chronic  disease  and  disability 
prevention  performance  partnership  grants. 

Funding  for  the  total  chronic  and  environmental  disease  prevention  program  during  the 
last  five  years  has  been  as  follows: 


Funding 

FTE 

1992 

$67,744,000 

645 

1993 

$70,117,000 

713 

1994 

$123,004,000 

628 

1995 

$139,664,000 

567 

1996 

$144,030, 000 

567 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $106,156,000  represents  a  decrease  of  $950,000  from  the  1996 
Policy  level.   It  includes  a  $284,000  administrative  reduction  and  an  absorption 
$666,000  that  will  allow  CDC  to  construct  laboratory  containment  swing  space.   The 
request  of  567  FTEs  represents  no  change  from  the  1996  Policy  level.   The  request 
will  allow  for  a  continuation  of  prevention  activities  at  a  slightly  reduced  level 
from  FY  1996. 

In  carrying  out  this  national  program,  CDC  performs  the  following: 

Conducts  epidemiologic,  behavioral,  and  laboratory  investigations,  technology 
translation,  demonstrations,  and  programs  directed  toward  the  definition, 
prevention,  and  control  of  chronic  disease;  conducts  promotion  of  healthy 
behaviors  and  practices;  and  conducts  promotion  of  reproductive  health  in 
conjunction  with  State  health  agencies. 

Provides  leadership  in  the  development,  evaluation,  and  dissemination  of 
effective  health  promotion,  school  health  education,  and  risk  reduction 
programs . 

Plans,  develops,  and  maintains  systems  of  surveillance  for  chronic  disease  and 
conditions,  and  behavioral  and  other  risk  factors. 

Conducts  epidemiologic  and  behavioral  investigations  and  demonstrations  related 
to  major  personal  health  practices  and  behaviors,  including  nutrition,  family 
planning,  alcohol  use,  and  exercise  in  conjunction  with  State  health  agencies. 

Conducts  epidemiologic  and  evaluative  investigations  related  to  issues  of 
access,  utilization,  and  quality  of  health  services  aimed  at  the  prevention  and 
control  of  chronic  diseases  and  conditions  and  selected  adverse  reproductive 
outcomes . 


24-955  96-11 
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Serves  as  the  primary  focus  for  assisting  States  and  localities  in  establishing 

and  maintaining  chronic  disease  prevention  and  control  and  health  promotion  programs 

Provides  training  and  technical  consultation  and  assistance  to  States  and 
localities  in  planning,  establishing,  maintaining,  and  evaluating  prevention 
and  control  strategies  for  selected  chronic  disease  and  health  promotion 
activities. 

Plans,  coordinates,  and  conducts  laboratory  activities  related  to  selected 
chronic  diseases  with  State  and  local  health  departments,  other  organizations, 
and  other  CDC  programs . 

Provides  technical  consultation  and  assistance  to  other  nations  in  the 
development  and  implementation  of  programs  related  to  chronic  disease 
prevention  and  control,  health  promotion,  school  health  education,  and  selected 
adverse  reproductive  outcomes. 

Conducts  public  health  surveillance  to  systematically  monitor  the  prevalence  of 
birth  defects  and  developmental  disabilities. 

Conducts  epidemiologic  studies  to  identify  environmental  and  or  genetic  factors 
that  increase  the  risk  for  or  protect  against  birth  defects  and  developmental 
disabilities  and  to  help  assess  the  effects  of  environmental  exposures  that  are 
of  concern  to  the  public. 

Evaluates  promising  prevention  programs.  When  there  is  consensus  of 
cost-effectiveness  for  public  health,  CDC  provides  leadership  to  develop 
national  programs. 

Addresses  the  following  prevention  priorities: 

Folic  acid-preventable  spina  bifida  and  other  neural  tube  defects:  At  least 
50  percent  of  all  cases  could  be  prevented,  saving  at  least  $245  million, 
if  women  of  reproductive  age  consume  the  recommended  400  mg  of  folic  acid 
daily.  CDC  has  provided  national  leadership  to  implement  the  most  cost- 
effective  intervention,  food  fortification. 

Fetal  alcohol  syndrome:  This  serious,  but  entirely  preventable,  defect 
costs  the  United  States  more  that  $75  million  each  year.  CDC  is  currently 
studying  the  effectiveness  of  promising  interventions. 

Developmental  disabilities:    Services  to  children  with  developmental 
disabilities  cost  State  health  departments  over  $128  million  annually.   CDC 
is  actively  seeking  to  develop  prevention  programs  that  will  optimize  the 
cognitive  and  social  development  of  children. 

Through  work  by  the  environmental  health  laboratory: 

determine  which  toxicants  actually  get  into  people, 

determine  which  people  receive  the  highest  exposure  and  thus  need 

special  medical  follow-up, 

measure  the  total  dose  of  toxicant  in  a  person's  body  from  all 

environmental  sources  combined  (i.e.,  air,  water,  soil  and  food). 
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identify  which  population  groups,  such  as  minorities  or  the  elderly, 

receive  higher  exposures, 

assess  the  effectiveness  of  public  health  efforts  in  preventing 

excessive  environmental  exposures  and  disease, 

assist  State  health  departments  in  their  management  of  health  situations 

resulting  from  exposures  to  pesticides,  indoor  air  pollutants,  volatile 

organic  compounds,  dioxins  and  furans,  polychlor mated  biphenyls  (PCBs) , 

polyaromatic  hydrocarbons,  environmental  tobacco  smoke,  automobile  emission 

contaminants,  lead,  cadmium,  mercury,  arsenic,  nickel  and  many  other 

toxicants ,  and 

Determine  which  chemicals  are  of  important  health  concern  and  which    ones 

have  negligible  public  health  impact.   Incorrect  conclusions  about     the 

risk  to  public  health  result  in  the  failure  to  protect  people  with  high 

risk  exposures  or  spends  tens  of  billions  of  dollars  to  abate  exposures 

of  trivial  health  risk. 

Evaluates  the  relationship  between  known  and  perceived  environmental  hazards 
and  human  health. 

Provides  the  human  health  and  exposure  data  necessary  to  improve  risk 
assessment  models  and  evaluate  the  cost-effectiveness  of  environmental 
protection  programs. 

Conducts  prevention  research  to  develop  cost-effective  prevention  programs  to 
reduce  the  incidence  of  environmentally  related  disease,  such  as  asthma  and 
diseases  related  to  unsafe  drinking  water. 

Responds  to  requests  for  assistance  in  the  face  of  natural,  technological  and 
other  complex  public  health  emergencies. 

Determining  the  most  common  secondary  conditions  related  to  primary 
disabilities,  identifying  their  causes,  developing  prevention  models,  and 
evaluating  their  effectiveness. 

Using  the  scientific  research  described  above  to  strengthen  state  disability 
prevention  programs  through  technical  assistance  and  the  provision  of 
resources . 


322 


Chronic  and  Environmental  Disease  Prevention  Functions 


199S 

1996 

1997 

Actual 

Policy 

Estimate 

Aging 

$1,375,000 

$1,317,000 

$1,304,000 

Autism  Training  Center 

300,000 

287,000 

284,000 

Behavioral  Risk  Factor 

Surveillance  System 

700,000 

671,000 

665, 000 

Birth  Defects 

3,100,000 

6,084,000 

6,026,000 

Cancer  Registries 

2,380,000 

3,180,000 

3,180,000 

Cardiovascular  Diseases 

2, 425, 000 

2,324,000 

2,302,000 

Chronic  Fatigue  Syndrome 

6,042,000 

5,789,000 

5, 734, 000 

Community  Health  Promotion 

4,750,000 

4,551,000 

4,507,000 

Comprehensive  School  Health 

10,313,000 

9,881,000 

9,786,000 

Diabetes 

8,265,000 

11,515,000 

11,405,000 

Disabilities 

6,597,000 

6,321,000 

6,260,000 

Environmental  Laboratory 

1,400,000 

1,341,000 

1,328,000 

Epilepsy  Prevention 

747,000 

716,000 

709,000 

Fetal  Alcohol  Syndrome 

2,600,000 

2,970,000 

2,942,000 

Gulf  War  Veterans  Study 

2,000,000 

1,916,000 

1,898,000 

Hanford  Study 

1,800,000 

1,725,000 

1,708,000 

Hazardous  Substances 

2,000,000 

1,916,000 

1,898,000 

Mild  Mental  Retardation 

3,672,000 

3,518,000 

3,484,000 

Nutrition 

1,592,000 

1,525,000 

1,510,000 

Physical  Activity 

625,000 

599, 000 

593,000 

Prevention  of  Teen  Pregnancies 

4,500,000 

4,700,000 

4,700,000 

Prostate  Cancer 

4,080,000 

3,909,000 

3,872,000 

Skin  Cancer 

1,745,000 

1,672,000 

1,656,000 

Spina  Bifida 

2,312,000 

2,215,000 

2,194,000 

Tobacco  (Smoking  &  Health) 

19,553,000 

18,735,000 

18,556,000 

Women's  Health 

1,400,000 

1,S19,000 

1,504,000 

Other 

6,391,000 

6,210,000 

6,151,000 

Total  Prevention  Activities 

$102,664,000 

$107,106,000 

$106,156,000 
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CDC  Breast  and  Cervical  Cancer  Mortality  Prevention  Activities 


Authorizing  Legislation  -  Section  301  and  Title  XV  of  the  Public  Health 
Service  Act 


1995  1996  1997  Increase  or 

Actual  Policy  Estimate  Decrease 

FTE  BA  FTE  BA  FTE  HA.  FTE  flA 

Activities  38  $20,000,000  38         $44.(96.000  38         $44,677,000  10)  ($19,000) 

1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

Breast  and  cervical  cancer  will  kill  more  than  one-half  million  women  in  this  decade. 
Breast  cancer  accounts  for  nearly  one-third  of  all  cancers  in  women,  and 
approximately  13,500  new  cases  of  cervical  cancer  are  diagnosed  each  year.   Almost 
all  deaths  from  cervical  cancer  and  an  estimated  30  percent  of  deaths  from  breast 
cancer  in  women  overage  50  are  preventable  through  widespread  use  of  screening 
mammography  and  Papanicolaou  (Pap)  testing.   A  combination  of  annual  clinical  breast 
examinations  and  mammography  can  reduce  breast  cancer  mortality  by  more  than  30 
percent  for  women  ages  50-74.   The  cost  of  medical  care  for  a  woman  whose  breast 
cancer  is  diagnosed  early  is  about  one-third  to  one-half  the  medical  care  cost  for  a 
woman  whose  cancer  is  diagnosed  at  a  later  stage.   Currently,  a  third  of  all  women 
with  cervical  cancer  die  within  5  years  of  diagnosis. 

Many  of  the  women  who  develop  these  cancers  and  are  at  highest  risk  for  premature 
death  from  cancers  of  the  breast  and  cervix  are  minorities  and/or  the  economically 
disadvantaged.  These  women  often  do  not  have  access  to  preventive  services  such  as 
screening  mammograms  and  Pap  smears.  Significant  economic,  geographic,  and  knowledge 
barriers  prevent  many  women,  especially  women  of  low-income  and  minority  women,  from 
taking  advantage  of  these  lifesaving  technologies.  One  of  the  primary  barriers  to  the 
utilization  of  these  lifesaving  screening  tests  is  lack  of  knowledge  among  women  and 
their  physicians  about  the  importance  of  life-saving  early  detection  services  and 
appropriate  follow-up. 

The  CDC  Breast  and  Cervical  Cancer  Early  Detection  Program  guides  public  health 
programs  in  creating  the  foundation  for  an  aggressive  response  to  this  national 
health  crisis  and  will  ensure  the  delivery  of  successful  screening  services.   The 
program  consists  of  national  efforts  and  consultation  and  assistance  to  States  in 
support  of  their  programs.  CDC  supports  activities  at  the  national  level  in  the  areas 
of  quality  assurance,  public  and  provider  education,  and  surveillance. 

When  fully  implemented,  the  screening  program  will  ensure  that  all  women  have  access 
to  these  preventive  services,  and  that  State  programs  inform  women  of  the  value  of 
early  detection;  educate  physicians  about  recommended  screening  guidelines;  ensure 
the  quality  of  screening  mammography  and  Pap  tests;  and  monitor  program  effectiveness 
through  appropriate  surveillance  and  evaluation  activities. 
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The  long-term  impact  of  this  effort  will  be  measured  in  the  numbers  of  early  and 
late-stage  cancers  diagnosed  during  this  decade  and  beyond,  consistent  with  the 
health  status  objectives  for  breast  and  cervical  cancer  described  in  Healthy  People 
2000. 

Funding  for  the  total  breast  and  cervical  cancer  program  during  the  last  five  years 
has  been  as  follows: 


Funding 

1992 

$49,961,000 

1993 

$71,303,000 

1994 

$78,076,000 

1995 

$100,000,000 

1996 

$124,696,000 

Rationale  of  Budget  Request 

The  FY  1997  estimate  of  $44,677,000  represents  a  reduction  of  $19,000  from  the  1996 
Policy  level  for  an  administrative  reduction.   The  request  of  38  FTEs  represents  no 
change  from  the  1996  Policy  level .   Currently,  CDC  guides  the  implementation  of  the 
National  Breast  and  Cervical  Cancer  Early  Detection  Program  in  50  States  and  9  Indian 
tribes  or  tribal  organizations.   These  organizations  receive  funds  to  support 
comprehensive  programs,  which  include  screening.  As  of  May  31,  1995,  274,411 
mammograms  and  402,241  Pap  tests  have  been  provided  to  eligible  women;  1,308  cases  of 
breast  cancer  and  140  cases  of  cervical  cancer  have  been  diagnosed.   In  addition, 
more  than  12,000  cases  of  cervical  intraepithelial  neoplasia,  a  precancerous 
condition,  have  been  diagnosed  and  treated. 

In  FY  1997,  CDC  will  continue  to  provide  technical  assistance  to  States  for 
infrastructure  elements  necessary  to  support  screening  services,  such  as  innovative 
community-based  outreach  efforts,  public  education  and  information  activities,  health 
care  provider  education,  quality  assurance  of  all  aspects  of  the  screening  process, 
development  and  utilization  of  surveillance  systems,  coalition  building,  and 
evaluation  of  short-term  program  impact.  In  addition,  with  funds  from  the  Chronic 
Disease  and  Disability  Prevention  Performance  Partnership  Grant,  the  Program  supports 
mammography  and  Pap  test  screening  and  follow-up  services  for  women  who  have  no  other 
access  to  these  services. 
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Centers  for  Disease  Control  and  Prevention 
Breast  and  Cervical  Cancer  Mortality  Prevention  Functions 


FY  1995  FY  1996  FY  1997 

Actual  Policy  Estimate 

Nationwide  Prevention 
Activities  $20,000,000       $44,696,000      $44,677,000 

Included  in  Chronic 
Disease  £  Disability 
Grant  B0. 000.000         80.000. 000        80.000.000 

Total  $100,000,000      $124,696,000     $124,677,000 
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Prevention  Centers 

Authorizing  Legislation  -  Title  XVII  of  the  Public  Health  Service  Act 


1995  1996  1997  Increase  or 

Actual 


1996 

Policy 

Efl 

FTE 

$8, 099,000 

0 

EXE  Efi  EXE  B&  E1E  E&  EXE  BA 

0         $7,724,000     0    $8,099,000     0    $7,106,000     0    ($993,000) 

1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

CDC's  Prevention  Centers  program  provides  grants  to  academic  institutions- -schools  of 
medicine,  public  health,  or  osteopathy- -to  fund  applied  research  designed  to  yield 
tangible  results  in  health  promotion  and  disease  prevention.  This  network  of 
collaborating  academic  research  centers  works  to  fill  the  knowledge  gaps  that  block 
achievement  of  priority  prevention  goals.  The  Prevention  Centers  program  works  with 
State  and  local  health  departments  and  other  agencies  to  increase  the  implementation 
of  research  findings. 

Each  center's  theme  reflects  its  area  of  expertise  or  the  needs  of  the  population 
served,  thereby  enabling  a  range  of  research  and  demonstration  projects  for  the 
development  and  evaluation  of  new  strategies  to  improve  health.  Many  of  the  centers 
address  disparities  in  access  to  effective  health  promotion  and  disease  prevention 
services.  For  example,  the  Columbia  University/Harlem  Hospital  Prevention  Center 
targets  the  causes  of  excess  mortality  in  Harlem,  and  the  University  of  New  Mexico 
focuses  on  preventing  breast  and  cervical  cancer  in  Hispanic  and  Native  American 
populations.  The  University  of  Washington  Prevention  Center  demonstrated  that  older 
adults  suffer  as  much  from  smoking  and  benefit  as  dramatically  from  quitting  as 
middle-aged  men  and  women.  Many  of  the  research  projects  are  specific  areas  of 
importance  to  meeting  the  Year  2000  Objectives. 

In  1995,  13  centers  were  supported.  A  new  center  focusing  on  teen  pregnancy  will  be 
added  in  1996.   Funding  for  the  Prevention  Centers  program  for  the  last  five  years 
has  been  as  follows: 


Funding 

1992 

$5,184, 

000 

1993 

$5,456, 

000 

1994 

$6,989, 

000 

1995 

$7,724, 

000 

1996 

$8,099, 

000 
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Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $7,127,000  is  a  program  reduction  of  $993,000  from  the  1996 
Policy  level.   There  are  no  FTEs  requested  for  this  activity.   The  Prevention  Centers 
Program  was  established  in  1986  to  develop  and  maintain  academic  centers  for  applied 
prevention  research. 

In  FY  1997,  CDC  will  continue  to  fund  academic-based  centers  for  research  and 
demonstration  in  disease  prevention  and  health  promotion.  In  FY  1995,  CDC  provided 
awards  to  the  University  of  Alabama  at  Birmingham;  University  of  California  at 
Berkeley;  Columbia  University/Harlem  Hospital;  The  Johns  Hopkins  University;  the 
University  of  Illinois  at  Chicago;  the  University  of  North  Carolina  at  Chapel  Hill; 
the  University  of  South  Carolina;  the  University  of  Texas  at  Houston;  the  University 
of  Washington;  West  Virginia  University;  the  University  of  Oklahoma;  St.  Louis 
University;  and  the  University  of  New  Mexico. 
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1995 

1996 

Actual 

Policy 

FTE' 

B& 

FTE' 

440 

$54,340, 000 

440   $62,: 

infectious  Diseases 

Authorizing  Legislation  -  Section  301,  307,  310,  311,  318,  327,  352,  and  1102  of  the 
Public  Health  Service  Act 

1997  Increase  or 

Estimate  Decrease 

fifi      FTE'  fiA,      FTE'  BA 

7,000    440    $87,820,000      0   $25,443,000 

*  At  the  request  of  States  and  local  health  agencies,  CDC  employees  are  detailed 
in  lieu  of  cash. 

1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

CDC's  efforts  in  infectious  disease  prevention  focus  on: 

o  National  surveillance  of  infectious  diseases. 

o  Research  to  develop  new  or  improved  diagnostic  tests  and  prevention  and  control 
strategies  and  techniques. 

o  Work  with  State  and  local  health  departments  and  private  health  care  providers 
to  transfer  and  accelerate  the  general  application  of  effective  infectious 
disease  prevention  technologies. 

o  Strengthening  the  capability  to  respond  to  outbreaks  of  new  and  reemerging 
infectious  diseases. 

o  Developing  strategies  to  prevent  antimicrobial  resistance. 

o  Developing  a  nationwide  network  for  communicating  information  to  the  public 
health  community. 

o  Strengthening  the  capacity  of  the  public  health  system  at  the  State  and  local 
levels  to  provide  leadership  to  their  communities  in  addressing  current  and 
emerging  critical  health  problems. 

o  Developing  a  nationwide  network  for  communicating  information  to  the  public 
health  community. 

o  Providing  enhanced  leadership  knowledge,  skills,  and  abilities  for  fifty  (50) 
federal,  state,  local,  and  international  senior  health  officials  annually 
through  the  Public  Health  Leadership  Institute. 

o  Delivering  training  and  information  to  the  public  health  workforce  using  a 
variety  of  delivery  vehicles  (self-study,  computer-based  training,  satellite 
teleconferences,  audio  conference,  etc.)  by  the  Public  Health  Training  Network. 
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Funding  for  Infectious  Diseases  for  the  last  five  fiscal  years  has  been  as  follows: 


Funding 

FTE 

1992 

$40,577, 

000 

511 

1993 

$40,282, 

000 

4  96 

1994 

$47,782, 

000 

506 

1995 

$54, 340, 

000 

440 

1996 

$62,377, 

000 

440 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $87,820,000  which  represents  an  increase  of  $25,443,000  over 
the  1996  Policy  level.   It  includes  a  program  increase  of  $27,000,000  an 
administrative  reduction  of  $223,000  and  an  absorption  of  $1,334,000  to  allow  CDC  to 
construct  laboratory  containment  space.  This  program  increase  will  target  emerging 
and  re-emerging  infectious  diseases,  including  drug- resistant  infections  posing  a 
threat  to  the  health  of  U.S.  citizens.   The  request  of  440  FTEs  represents  no  change 
from  the  1996  Policy  level.  Emerging  infectious  diseases,  including  drug-resistant 
infections,  pose  an  increasing  threat  to  the  health  and  well  being  of  the  public. 
In  response  to  this  threat,  CDC  has  developed  a  plan.  Addressing  Emerging  Infectious 
Disease  Threats:      A  Prevention  Strategy  for  the  United  States.      This  budget  includes 
a  total  of  $45  million  to  facilitate  the  implementation  of  the  high  priority  steps 
called  for  in  the  plan,  thereby  enabling  CDC  to  respond  to  urgent  threats  to  health 
and  prevent  emerging  infectious  diseases. 

The  FY  1997  funds  will  be  used  to  support  the  following  activities: 

o   Provide  financial  and  technical  support  to  30  State  and  local  health  departments 
for  surveillance,  epidemiologic  and  laboratory  investigations,  and  educational 
programs  of  infectious  diseases,  including  rapid  identification  and 
investigation  of  outbreaks.   Resources  would  be  used  by  recipients  to  strengthen 
the  existing  surveillance  and  public  health  investigation  infrastructure  and 
implement  innovative  approaches  to  disease  monitoring  to  monitor  emerging,  re- 
emerging  and  drug-resistant  diseases.   Health  education  programs  would  be 
designed  for  the  general  public  and  health  care  professionals  to  reduce  the 
incidence  of  infectious  diseases  or  retard  the  development  of  antimicrobial 
resistance. 

o   Establish  three  additional  population-based  Emerging  Infections  Programs  for  a 
total  of  8  programs.   These  programs  will: 

Provide  population-based  estimates  of  infectious  diseases  and  monitor 
important  conditions  or  health  problems  such  as  fcodborne  disease,  drug- 
resistant  infections,  invasive  bacterial  disease  and  hepatitis; 

Monitor  infectious  disease  risks  in  special  populations  (examples  include: 
nursing  homes,  those  receiving  home  health  care,  and  minority); 

Perform  investigations  to  determine  preventable  risk  factors  and  behaviors 
associated  with  emerging  infectious  diseases  or  antimicrobial  resistance,- 
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Perform  prevention  effectiveness  studies  to  evaluate  strategies  to  prevent 
and  control  emerging  infectious  diseases  and  antimicrobial  resistant 
infections ; 

Evaluate  the  impact  of  prevention  activities  and  health  education  efforts. 

Implement  and  support  expanded  use  of  four  domestic  sentinel  and  global 
surveillance  networks  linking  groups  of  participating  individuals  or 
organizations  to  share  information  on  the  occurrence  and  incidence  of  emerging 
infectious  diseases.   Potential  participants  in  the  networks  include 
pediatricians,  family  physicians,  infectious  disease  specialists  and  CDC's  Field 
Epidemiology  Training  Programs  who  will  be  linked  electronically  and  use 
standardized  definitions  and  methodology  to  detect  pathogens  and  antimicrobial 
resistance. 

Expand  the  CDC  extramural  infectious  disease  research  program  through  ten 
additional  grants  to  facilitate  collaboration  between  CDC  and  academia,  private 
industry,  and  community  groups  to  perform  applied  epidemiologic,  laboratory,  and 
prevention  effectiveness  research.   Expansion  of  this  program  will  include  a 
focus  on  antimicrobial  resistance. 

Develop  a  nationwide  laboratory  system  for  surveillance  for  drug- resistant 
organisms.   The  system  will  include  public  health  departments,  clinical 
laboratories,  private  hospitals  and  managed  care  organizations  linked 
electronically. 

Improve  laboratory  capacity  at  CDC  to  identify  and  characterize  emerging 
diseases  and  provide  training  courses  via  Distance  Learning  and  the  National 
Laboratory  Training  Network  (NLTN)  on  emerging  diseases  for  State  and  local 
public  health  laboratorians . 

Expand  CDC  public  health  laboratory  fellowship  program  for  training  in 
microbiology  at  local.  State,  and  Federal  public  health  laboratories  to  include 
15  additional  fellows. 

Implement  the  plan  for  development  of  educational  programs  for  health 
professionals  in  the  areas  of  emerging  infections  and  antimicrobial  resistance, 
in  partnership  with  outside  organizations.   These  programs  would  enhance 
recognition  and  reporting  of  emerging  infections,  and  promote  practice  behaviors 
to  reduce  the  emergence  of  antimicrobial  resistance. 

In  collaboration  with  other  OSG  agencies,  develop  and  implement  epidemiology  and 
laboratory  training  programs  to  support  global  surveillance  for  emerging 
infectious  diseases  and  antimicrobial  resistance.   This  global  surveillance 
effort  will  also  require  enhancements  to  existing  CDC  sponsored  overseas 
laboratories  and  field  stations;  strengthening  CDC  WHO  Collaborating  (laboratory 
reference)  Centers  for  specific  pathogens  and  diseases;  surveillance  of 
antibiotic  and  anti -parasitic  resistance. 

Expand  prevention  effectiveness  studies  to  assess  the  impact  of  food  preparation 
guidelines  on  the  incidence  of  foodborne  infections  such  as  E.coli    01S7-.H7   and 
Salmonella   enteritidis. 
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o   Develop  a  nationwide  network  for  communicating  information  to  the  public  health 
community.   The  National  Information  Network  for  Public  Health  Officials  (INFHO) 
is  the  CDC  program  initiative  to  build  the  public  health  component  to  the 
national  health  information  infrastructure.  INPHO  builds  network  linkages 
through  public  and  private  partnerships,  established  information  access  to 
improve  public  health  practice,  and  improves  the  exchange  of  vital  disease 
surveillance  data.  Evaluation  strategies  are  integrated  in  each  state  project  to 
determine  its  efficiency  and  impact  on  the  health  of  the  public. 

o   Grants  to  States  will  be  structured  to  encourage  States  to  dedicate  their  own 
resources  to  the  joint  State  and  Federal  responsibility. 

These  activities  will  enhance  applied  research  for  accurate  diagnosis  of  infectious 
diseases  and  their  patterns  of  drug  resistance  and  enable  CDC  to  understand  the 
dynamics  of  emerging  infections  and  develop  science-based  prevention  strategies. 


Centers  for  Disease  Control  and  Prevention 
Infectious  Diseases  Activity  Functions 


199S 

1996 

*irtn»1 

Policy 

Emerging  Infections 

$7,698,000 

$18,415,000 

Hantavirus 

7,500,000 

7,500,000 

Lyme  Disease 

5,292,191 

5,292,191 

Foodborne  Diseases 

2,945,538 

2,945,538 

Waterborne  Diseases 

300,000 

300,000 

Other  Infectious 

Diseases   * 

30,604,271 

27,924,271 

Total 

$54,340,000 

$62,377,000 

1997 
Estimate 

$45,415,000 

7,500,000 

5,292,191 

2,945,538 

300,000 

26,367,271 
$87,820,000 


*  Includes  laboratory  support  for  epidemic  investigations  of  infectious  diseases. 
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76 

Childhood  Lead  Poisoning  Prevention 

Authorizing  Legislation  -  Section  317A  of  the  Public  Health  Service  Act 


1995  1996  1997  Increase  or 

Actual 


1996 

1997 

Policy 

Estimate 

fiA 

FTE* 

$36,205, 

000 

34 

$36,188, 

FTE*  JJA  FTE*  fiA.   FTE*  fi&    FTE  £ 

34  $36,404,000      34    $36,205,000     34    $36,188,000      0      ($17,000 

At  the  request  of  States  and  local  health  agencies,  CDC  employees  are  detailed  in 
lieu  of  cash. 

1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

Childhood  lead  poisoning  is  a  major  preventable  environmental  health  problem 
in  the  United  States  estimated  to  cost  society  billions  of  dollars. 

About  1.7  million  of  our  Nation's  children  continue  to  have  elevated  blood 
lead  levels  (BLLs) .   However,  the  burden  of  lead  poisoning  is  not  equally 
distributed  among  children  in  the  United  States.   The  prevalence  of  elevated 
BLLs  in  black  children  living  in  large  inner  cities  is  around  36  percent,  and 
the  prevalence  among  white,  suburban  children  who  are  not  poor  is  around  4 
percent .   Many  of  these  children  for  whom  screening  and  other  lead  poisoning 
prevention  approaches  would  be  appropriate  are  not  receiving  them,  especially 
children  in  high  prevalence  populations. 

The  goal  of  the  CDC  program  in  childhood  lead  poisoning  prevention  is  to 
eliminate  childhood  lead  poisoning  as  a  major  public  health  problem  within  the 
next  two  decades,  and  how  this  is  being  done  is  described  in  the  Department  of 
Health  and  Human  Services'  (HHS)  Strategic  Plan  for   the  Elimination  of 
Childhood  Lead  Poisoning,    published  in  1991.   The  U.S.  Public  Health  Service 
Year  2000  Objectives  states  that  by  the  Year  2000,  no  child  in  the  United 
States  should  have  blood  lead  levels  above  25  ug/dL.   The  challenge  is  to 
select  a  mix  of  appropriate  and  complementary  strategies  for  eliminating 
childhood  lead  poisoning  in  the  context  of  populations  with  substantially 
different  lead  poisoning  problems,  while  strengthening  childhood  lead 
poisoning  prevention  efforts  in  populations  that  are  at  highest  risk.   To 
accomplish  this,  CDC  is  in  the  process  of  revising  and  improving  its  screening 
and  case  management  guidelines  which  will  provide  recommendations  to  help 
programs  more  efficiently  and  cost-effectively  target  their  limited  resources 
and  ensure  the  prevention  effectiveness  of  their  efforts. 

CDC's  investment  in  the  implementation  of  the  Strategic  Plan  is  about  $36 
million  annually.   As  a  result  of  this  investment,  about  50,000  young  children 
are  identified  each  year  with  elevated  blood  lead  levels  and  are  placed  under 
medical  and  environmental  management.   The  benefits  of  preventing  a  child's 
blood  lead  level  from  reaching  25  micrograms/deciliter  are  $4,631  for  avoided 
medical  and  special  education  costs,  and  the  increased  productivity  that  can 
be  expected  by  preventing  a  1  microgram/deciliter  increase  in  a  child's  blood 
lead  level  is  $1,147.   In  addition,  many  benefits  of  CDC's  prevention  efforts 
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cannot  be  quantified  in  monetary  terms,  such  as  the  effect  of  lead  on  stature, 
hearing,  and  blood  production,  the  administrative  costs  of  lawsuits,  possible 
impact  on  juvenile  delinquency,  and  contribution  to  increased  rates  of 
hypertension,  stroke,  and  cardiovascular  disease. 

CDC  is  developing  a  national  Childhood  Blood  Lead  Surveillance  System  designed 
to  improve  prevention  efforts  and  better  measure  prevention  effectiveness,  and 
is  helping  more  than  20  States  develop  their  surveillance  capacity  through 
childhood  lead  poisoning  prevention  programs.   CDC  also  is  continuing  its 
efforts  to  improve  the  scientific  basis  for  prevention  activities  by 
conducting  applied  research  and  providing  technical  assistance  and 
consultation  to  a  diverse  national  and  international  audience.   This  includes 
supporting  the  development  of  new  blood  lead  measuring  instruments  for  the 
field  that  are  rugged,  portable,  inexpensive,  and  accurate  and  dependable. 

Perhaps  most  significant  is  the  technical  assistance  and  financial  support  CDC 
provides  to  State  and  local  health  departments  to  develop,  implement,  and 
improve  the  capacity  of  their  childhood  lead  poisoning  prevention  programs  to 
provide  essential  community-based  prevention  services.   The  majority  of  CDC's 
requested  funding  for  childhood  lead  poisoning  prevention  is  for  grants  to 
screen  children  for  lead  poisoning,  ensure  timely  and  appropriate  follow-up  of 
children  with  elevated  blood  lead  levels,  and  provide  education  about 
childhood  lead  poisoning  and  its  prevention.   Forty  State  and  local  health 
departments  will  continue  to  receive  funds  to  support  their  screening  and 
prevention  efforts.   Primary  efforts  to  prevent  lead  exposure  is  a  strong 
aspect  of  these  programs. 

In  addition,  CDC  has  developed  a  strong  partnership  with  the  U.S.  Department 
of  Bousing  and  Urban  Development  (HUD) ,  as  well  as  with  other  Federal 
agencies.   As  a  result,  HDD  now  supports  activities  that  complement  the 
efforts  of  CDC's  grant  program  and  CDC  continues  to  assist  HUD  in  evaluating 
its  lead  poisoning  prevention  activities.   In  addition,  CDC  and  HUD  jointly 
support  primary  prevention  projects  in  two  States  for  the  purpose  of 
developing  a  model  of  sound  community-based  practice  that  can  be  duplicated  by 
lead  contaminated  communities  and  neighborhoods  nationwide.   CDC  and  HUD  will 
continue  to  collaborate  on  ways  to  prevent  the  occurrence  of  lead  poisoning  in 
whole  neighborhoods . 

Funding  for  the  lead  poisoning  prevention  program  for  the  last  five  fiscal 
years  has  been  as  follows: 


Funding 

1992  $21,180,000 

1993  $29,683,000 

1994  $34,683,000 

1995  $36,404,000 

1996  $36,205,000 
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Rationale  for  Budget  Request 

The  FY  1997  request  of  $36,188,000  represents  a  decrease  of  $17,000  from  the 
1996  Policy  level  for  an  administrative  reduction.  The  request  of  34  FTEs 
represents  no  change  from  the  1996  Policy  level.   Funds  will  be  used  to 
continue  lead  poisoning  prevention  efforts,  the  most  common  environmental 
disease  of  young  children. 

CDC  will  continue  to  conduct  a  variety  of  activities  aimed  at  eliminating  this 
disease.   Program  services  will  continue  to  provide  overall  program 
development  and  technical,  epidemiological,  and  management  assistance  to  State 
and  local  grantees  and  other  childhood  lead  poisoning  prevention  programs. 
Data  and  program  management  software  will  also  continue  to  support  State  and 
local  efforts. 

Efforts  to  develop  national  surveillance  for  lead  levels  in  children  will 
proceed  to  bring  about  better  detection  and  monitoring  of  lead  poisoning 
prevalence.   CDC  will  also  continue  collaboration  and  coordination  with  other 
agencies  to  accomplish  the  Year  2000  Objectives  and  implement  the  Strategic 
Plan  for   the  Elimination  of  Childhood  Lead  Poisoning. 


Centers  for  Disease  Control  and  Prevention 
Childhood  Lead  Poisoning  Prevention  Functions 

1995  1996  1997 

Actual  Policy  Estimate 

State  and  Community- 
Based  Childhood  Lead 
Poisoning  Prevention 
Program  Grants  $27,648,506      $27,648,506  $27,648,506 

Cooperative  Agreements      $789,458         $789,458  $789,458 

Other  Prevention 

Activities  S7.?66,036       $7,767.036  $7.750. 036 

Total  $36,404,000      $36,205,000  $36,188,000 
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In-turv  Prevention  and  Control 

Authorizing  Legislation  -  Section  301,  307,  310,  311,  317,  327,  352,  391-394,  and 
1102  of  the  Public  Health  Service  Act 

1995  1996  1997  Increase  or 

Actual  Policy  Estimate  Decrease 

FTE'       fi&       FTE*       EA        FTE'        fi&        FTE'       fi& 

Prevention 

Activities  73    543,669,000        73    543,235,000        73    543,198,000         0      (537,000) 

Domestic 
Violence 
Demonstrations     2    2     2     3.100.000     2     3. loo.ooo     2       o_ 

Total                 73     43,669.000        73     46,335,000       73    546.298.000         0      (537,000) 
•   At  the  request  of  States  and  local  health  agencies,  CDC  employees  are  detailed  in  lieu  of  cash. 
1997  Authorization Indefinite. 


Purpose  and  Method  of  Operation 

As  the  lead  Federal  agency  for  injury  prevention  and  control,  CDC's  program  is 
designed  to  prevent  premature  death  and  disability  and  reduce  human  suffering  and 
medical  costs  caused  by:   fires  and  burns;  poisoning;  drowning;  violence,  including 
homicide  and  suicide;  motor  vehicle  crashes,  lack  of  use  of  bicycle  helmets,  seat 
belts,  and  baby  seats;  and  other  injuries.   The  impact  of  injuries  on  the  life  of 
Americans  include : 

o  Injury  is  the  leading  cause  of  death  for  America's  children.   Every  day  60 
children  die  from  injury- -this  translates  to  almost  3  children  every  hour. 

o  Each  year  over  145,000  Americans  die  from  injuries,  and  1  in  3  persons  suffer  a 
nonfatal  injury. 

o  Injury  has  a  disproportionate  impact  on  children,  youth  and  young  adults- -it  is 
the  leading  cause  of  death  for  Americans,  ages  1  to  44 . 

o  Injuries  are  one  of  our  most  expensive  health  problems,  with  a  total  lifetime 
cost  of  injuries  sustained  in  any  given  year  of  $224  billion. 

o  Injury  joins  the  ranks  of  heart  attacks,  strokes  and  cancer  as  a  major  cause  of 
death  among  seniors.  Falls  are  the  principal  cause  of  injury  death  for  seniors 
ages  85  and  over. 

o  Each  year,  over  5,000  women  in  the  United  States  are  murdered.   Six  of  every  10 
of  these  women  are  killed  by  someone  they  know.   Of  those  who  know  their 
assailant,  about  half  are  killed  by  their  husband,  boyfriend,  ex-husband  or  ex- 
boyfriend  . 
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o  Every  year  more  than  80,000  people  in  the  'Jnited  States  are  unnecessarily,  but 
permanently,  disabled  from  brain  or  spinal  cord  injury. 

Injury  prevention  is  a  good  investment.   For  example,  for  every  dollar  spent  on  child 
safety  seats,  society  saves  $32,  every  dollar  spent  on  bicycle  helmets  saves  $30, 
every  dollar  spent  on  sobriety  check  points  saves  $B. 

The  national  injury  prevention  and  control  program  encompasses  nonoccupational  injury 
and  applied  research  in  acute  care  and  rehabilitation  of  the  injured.   CDC 
accomplishes  its  mission  through:  extramural  and  intramural  research;  developing, 
evaluating  and  implementing  prevention  programs;  assisting  State  and  local  health 
jurisdictions  in  their  efforts  to  reduce  injuries;  and  conducting  prevention 
activities  in  partnership  with  other  Pederal  and  private-sector  agencies.   Evaluation 
of  intervention  programs  is  a  key  component  of  CDC ' s  overall  strategy  to  discover 
what  works  and  determine  future  direction  in  this  area. 

Some  recent  results  and  accomplishments: 

The  injury  research  grant  program  has  generated  important  new  knowledge.   Virtually 
all  the  injury  research  grants  have  yielded  new  knowledge.   Examples  include: 

Development  of  new  acute  care  and  rehabilitative  procedures  for  the  treatment  of 
head  and  spinal  cord  injuries,  abdominal  injuries,  burns  and  fractures. 

Identification  of  fall  prevention  educational  strategies  and  equipment 
refinements  to  reduce  playground  injuries  among  children  and  falls  among  the 
elderly. 

Identification  of  the  value  of  honeycombed  panels  in  reducing  the  impact  of 
automotive  side  crashes. 

Development  of  peer  mediation  programs  that  have  resulted  in  significant 
decrease  in  violence  in  urban  schools. 

The  new  knowledge  developed  under  the  grant  programs  is  being  applied,  and 
interventions  implemented  have  been  shown  effective.   CDC  grantees  have  made 
significant  progress  in  translating  their  research  findings  rapidly  into  effective 
community-based  interventions  that  are  responsive  to  local  needs  and  priorities .   In 
New  York  City,  for  example,  a  pedestrian  safety  program  for  school  children  evolved, 
under  community  input,  into  a  program  to  provide  neighborhood  children  with  'safe 
havens*  from  violence.   Other  examples  of  effective  interventions  include  the 
following: 

The  24 -month  follow-up  of  a  CDC- sponsored  smoke  detector  intervention  in 
Oklahoma  City  showed  that  the  rate  of  injury  in  the  target  area  declined  84 
percent,  while  the  injury  rate  in  the  rest  of  the  city  increased  42  percent. 

A  window  falls  prevention  program  in  Hew  York  City,  funded  in  part  by  CDC, 
reduced  the  number  of  window  falls  by  84  percent  and  the  number  of  related 
deaths  by  80  percent. 
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A  CDC -supported  marine  safety  survival  program  in  Alaska,  currently  being 
replicated  elsewhere  in  the  United  States,  has  received  anecdotal  reports  of  26 
1 i ves  saved . 

A  one-year  follow-up  to  an  Oklahoma  child  car  restraint  program  supported  by  CDC 
funds  showed  that  proper  child  car  restraint  use  increased  by  up  to  13  percent 
within  three  months  of  implementation. 

A  study  by  the  CDC-funded  Harborview,  Washington  Injury  Control  Research  Center 
(ICRC)  of  the  effect  of  a  water  heater  temperature  education  and  subsequent 
legislation  revealed  that  the  number  of  people  admitted  to  the  hospital  with 
scald  burns  decreased  after  passage  of  the  law,  as  did  the  severity  of  scald 
burns. 

The  CDC-funded  grants  complement  other  Federal,  State,  local  and  private  injury 
prevention  and  control  programs  throughout  the  country.  Despite  their  relative  youth, 
those  injury  control  programs  sponsored  by  CDC  have  made  significant  gains  in 
acceptance  and  recognition  by  State  and  Federal  agencies  with  more  well-established 
programs . 

Federal  agencies.   The  National  Center  for  Injury  Prevention  and  Control's 
(NCIPC)  programs  are  carefully  focused  to  augment  and  complement  the  injury 
control  programs  carried  on  by  other  federal  agencies,  such  as  Department  of 
Justice  (DOJ) ,  National  Institute  for  Health  (NIH) ,  National  Highway, 
Transportation  and  Safety  Administration  (NHTSA) ,  and  the  National  Institute  for 
Occupational  Safety  and  Health  (NIOSH) .   CDC  funding  has  enabled  the  State 
injury  control  programs  it  supports  to  build  the  infrastructure  and  capacity 
necessary  to  leverage  additional  support  from  other  Federal  agencies  interested 
in  injury  prevention  issues.   For  example,  the  Indian  Health  Service  is 
providing  $5,000  in  funds  to  purchase  safety  supplies  for  a  CDC-funded  Home 
Safety  Checklist  program  on  two  Indian  reservations  in  Minnesota. 

State  agencies.   There  is  considerable  cooperation  among  related  programs  at  the 
State  level.   In  Rhode  Island,  for  example,  the  Division  of  Family  Health  plans 
to  provide  complete  funding  to  staff  a  jointly  operated  smoke  detector/lead 
screening  program. 

Private  organizations  and  institutions.   Both  the  State  injury  control  programs 
and  the  ICRCs  are  building  collaborative  relationships  with  non-governmental 
organizations  and  institutions  in  their  jurisdiction  or  region.   Following  are 
some  ways  the  CDC- supported  State  injury  control  programs  work  collaboratively 
with  private  organizations  and  institutions  on  injury  prevention  issues: 

o  Conflict  management  training  efforts  by  the  CDC-supported  Missouri  Office  of 
Injury  Control  enjoy  ongoing  collaboration  with  the  University  of  Missouri 
System  Extension  and  the  Missouri  Youth  Initiative  funded  by  the  Kellogg 
Foundation. 

o  The  CDC-funded  New  York  State  injury  control  program  serves  as  the  lead  agency 
for  the  State's  Safe  Rids  campaign. 

o  A  smoke  alarm  project  in  Oklahoma  brought  the  CDC-supported  State  injury  control 
program  into  close  cooperation  with  the  Oklahoma  City  Fire  Department,  a  county 


chapter  of  the  Red  Cross,  and  the  City-County  Health  Department  of  Oklahoma 
County . 

CDC  State  injury  control  grantees  have  been  successful  in  leveraging  funding  from 
non-CDC  sources.   The  examples  provided  above  demonstrate  that  in  addition  to  gaining 
recognition  for  their  expertise  from  others  in  the  injury  control  field,  the  CDC- 
funded  State  grantees  have  also  been  successful  in  leveraging  funding  from  non-CDC 
sources  both  governmental  and  local  organizations. 

o  HHTSA  funded  a  child  safety  seat  education  program  in  Alaska,  conducted  under 
the  auspices  of  the  CDC- funded  State  injury  control  program. 

o  A  grant  to  conduct  comprehensive  school -based  programs  aimed  at  reducing  risks 
for  young  teens  was  awarded  to  the  CDC -supported  New  York  City  Injury  Prevention 
Program  by  the  NIH  Office  of  Minority  Health. 

o  The  Alaska  Marine  Safety  Education  Association,  a  program  within  the  State 
injury  control  entity,  received  a  $5,000  award  from  ARCO  for  its  marine  safety 
education  work;  the  Colorado  Injury  Control  Program  received  a  similar  amount 
through  Colorado  Action  for  Health  People  to  develop  violence  prevention 
programs  within  communities. 

o  Local  organizations  often  generate  continuation  funding  for  programs  begun  by 
the  State,  as  was  the  case  in  North  Dakota,  where  three  of  the  CDC- supported 
State  programs'  community-based  intervention  were  adopted  by  local  institutions. 


Funding  for  the  Injury  Prevention  and  Control  Program  for  the  last  five  fiscal  years 
has  been  as  follows: 


Funding 

1992 

$27,334, 

000 

1993 

$31,808, 

000 

1994 

$39,308, 

000 

1995 

$43,669, 

000 

1996 

$46,335, 

000 

Rationale  for  Budget  Request 

The  FY  1997  estimate  of  $46,298,000  represents  a  decrease  of  $37,000  from  the  1996 
Policy  level  for  an  administrative  reduction.   The  request  of  73  FTEs  represents  no 
change  from  the  1996  Policy  level.   CDC  has  made  important  advances  in  the  evolution 
of  its  violence  prevention  program.   However,  there  are  several  areas  in  which  the 
need  and  opportunity  for  further  activity  are  most  pressing. 

Violent  Crime  Control  and  Law  Enforcement  Act  of  1994: 

The  proposal  includes  a  request  for  Community  Programs  on  Domestic  Violence 
($3,100,000) : 
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Community  Programs  on  Domestic  Violence  will  provide  funding  for  profit  and 
nonprofit,  public,  and  private  organizations  to  establish  projects  involving  multiple 
sectors  of  local  communities  to:   coordinate  intervention  and  prevention  strategies 
in  the  area  of  family  and  intimate  violence;  develop  an  integrated  community  plan  of 
action  to  prevent  family  and  intimate  violence;  implement  and  evaluate  multifaceted 
approaches  to  the  prevention  of  family  and  intimate  violence.   Multifaceted 
prevention  strategies  may  include  development  of  coordinated  community  domestic 
violence  task  forces,  expansion  of  community  education  and  outreach,  and 
interventions  that  will  more  effectively  reach  racial,  cultural,  and  ethnic  and 
language  minorities.   Organizations  receiving  funding  under  this  program  must  include 
representatives  of  the  local  community  such  as  community-based  organizations,  health 
care  providers,  the  education  community,  the  religious  community,  the  legal  and 
justice  system,  domestic  violence  prevention  program  advocates,  business  and  civic 
leaders,  human  services  entities  such  as  State  child  services  divisions,  and  other 
sectors  which  can  make  substantive  contributions  to  successful  program  outcomes. 


Centers  for  Disease  Control  and  Prevention 
Injury  Prevention  and  Control 


Unintentional  Injury 

Intentional  Injury 

-  Youth  Violence 

-  Family  and  Intimate 

-  Suicide 

Subtotal 

Total  Injury 

Violent  Crime  Control  and  Law 

Enforcement  Act  of  1994: 

Domestic  Violence  Prevention 

Demonstrations  —      3 . 100. ooo    3 . 100 . ooo 

TOTAL  INJURY  PREVENTION  $43,669,000     $46,335,000   $46,298,000 


1995 

1996 

1997 

Actual 

Policy 

Estimate 

$21,7S7, 

000 

$21,540, 

000 

$21,523,000 

10,792, 

000 

10,687, 

000 

10,678,000 

10,428, 

000 

10,323, 

000 

10,314, 000 

632 

000 

685. 

000 

683.000 

21,912, 

000 

21,695, 

000 

21,675,000 

$43,669, 

000 

$43,235, 

000 

$43, 198, 000 
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Occupational  Safety  and  Health 

Authorizing  Legislation  -  Section  301,  304,  306,  308,  310,  311,  and  327  of  the 
Public  Health  Service  (PHS)  Act.   Sections  20,  21,  and  22  of  the  Occupational 

Safety  and  Health  Act  of  1970,  and  Sections  101,  102,  103,  201,  202,  and  203 
of  the  Federal  Mine  Safety  and  Health  Act  of  1977 

1995  1996  1997  Increase  or 

Actual  Policy  Estimate  Decrease 


OSH              958           $131.  961.  000              958 

$137,160,000 

956 

$136,504,000 

0 

$(576,000) 

MSH            466             $43,000,000            413 

$32,000,000 

413 

$32,000,000 

0 

$0 

1997  Authorization 

.    Indefinite 

PURPOSE    AND   METHOD   OF    OPERATION 

The  National  Institute  for  Occupational  Safety  and  Health  (NIOSHi ,  in  CDC,  is 
charged  with  conducting  a  national  program  of  biomedical  research  in 
occupational  safety  and  health.   The  purpose  of  this  program  is  to  establish 
and  disseminate  scientific  and  public  health  information  necessary  to  ensure 
safe  and  healthful  working  conditions  for  the  127  million  American  working  men 
and  women. 

Americans  are  working  more  hours  than  ever  before,  in  environments  that  may 
profoundly  affect  their  health.   Even  with  the  passage  of  the  Occupational 
Safety  and  Health  Act  in  1970,  and  the  mine  safety  laws  that  were  enacted  in 
1969  and  1977  to  protect  miners,  workplace  hazards  continue  to  inflict  a 
tremendous  toll  in  both  human  and  economic  costs.   For  example,  even  in  our 
new  economy,  deaths  from  work-related  injuries  and  illnesses  still  cost  an 
estimated  63,000  lives  each  year.   Each  day,  another  9,000  workers  are  injured 
on  the  job  and  lose  time  from  work.   All  told,  work  injuries  alone  cost  our 
economy  over  $100  billion  a  year,  and  occupational  illnesses  cost  additional 
billions  of  dollars. 

NIOSH,  with  a  corps  of  multi-disciplinary  teams  comprised  of  engineers, 
epidemiologists,  industrial  hygienists,  physicians,  and  toxicologists, 
performs  five  basic  public  health  functions  to  improve  the  safety  and  health 
of  workers:  (1)  determines  the  nature  and  extent  of  the  occurrence  and  causes 
of  work  injuries  and  diseases  to  target  research  and  prevention  activities; 
(2)  detects  and  investigates  workplace  health  and  safety  problems,  identifying 
their  causes  and  effects  (3)  conducts  studies  and  demonstrations  to  identify 
effective  engineering  solutions,  personal  protective  equipment,  work 
organization  and  practices,  and  health  communications  strategies  to  prevent 
work  injuries  and  diseases;  (4)  develops  and  disseminates  recommendations  for 
assuring  the  safety  and  health  of  workers;  (5)  provides  leadership  and 
training  in  occupational  safety  and  health,  establishing  national  research 
agendas  to  leverage  the  impact  of  government  and  private  sector  resources,  and 
training  professionals  and  scientists. 
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The  United  States  Bureau  of  Mines  (USBM)  and  CDC/NIOSH  previously  shared  a 
mandate  to  undertake  research  and  provide  prevention  technologies  and 
strategies  to  protect  the  safety  and  health  of  workers.  The  Department  of 
Health  and  Human  Services  proposed  that  the  USBM  research  program  on  safety 
and  health  be  transferred  to  CDC/NIOSH  beginning  FY  1997.   This  will  join  the 
Federal  occupational  health  and  safety  research  programs  into  one  stronger 
integrated  agency  providing  scientifically  credible  results  and 
recommendations.   Just  as  important,  this  action  will  maintain  the  traditional 
and  important  separation  of  occupational  health  and  safety  research  from 
regulatory  and  enforcement  activities. 

NIOSH  will  continue  the  efforts  in  conducting  studies,  research,  experiments 
and  demonstrations  in  the  mining  industries  to  improve  working  conditions  and 
practices  in  mines  to  prevent  occupational  illness,  injuries  and  fatalities. 
The  NIOSH  mission  is  to  plan,  direct,  and  coordinate  a  national  program  to 
develop  and  establish  recommended  occupational  safety  and  health  standards, 
and  to  conduct  research,  training,  technical  assistance,  and  related 
activities  to  assure  safe  and  healthful  working  conditions  for  every  working 
person. 

Funding  for  the  occupational  safety  and  health  for  the  last  five  fiscal  years 
has  been  as  follows: 


Funding  FTE 

1992  $103,450,000  887 

1993  $112,344,000  921 

1994  $128,337,000  934 

1995  $131,984,000  958 

1996  $129,160,000  958 


Rationale  for  Budget  Request 

The  1997  estimate  for  occupational  safety  and  health  of  $136,584,000 
represents  a  decrease  of  $576,000  from  the  1996  Policy  level  for  an 
administrative  reduction.   Included  in  the  1996  Policy  level  was  an  $8,000,000 
increase  for  occupational  safety  and  health  research.   The  request  of  958  FTEs 
represents  no  change  from  the  1996  Policy  level.   In  addition,  $32,000,000  is 
included  for  mine  health  and  safety  which  the  Administration  is  proposing  to 
be  transferred  with  413  FTEs  from  the  Department  of  the  Energy. 

The  new  laboratory  facility  will  provide  NIOSH  with  state-of-the-art  advanced 
technology  capability,  emphasizing  laboratory  research.   The  FY  1997  Budget 
includes  $36  million  and  303  FTE  to  fully  fund  and  staff  this  facility.   The 
Health  Effects  Laboratory  Division  will  conduct  focused,  applied  and 
preventive  multifaceted  laboratory  research;  develop  intervention  programs; 
and  design  and  implement  effective  methods  for  health  communications.   The 
new  research  programs  will  allow  NIOSH  the  opportunity  to  improve  existing 
programs  in  scientific  investigation  of  worker  populations;  develop 
intervention  programs  that  lead  to  prevention  of  disease  and  death  in 
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the  workplace;  and  will  provide  the  flexibility  for  future  changes  in  research 
goals  and  needs . 

Programs  to  determine  the  nature  and  extent  of  the  occurrence  and  causes  of 
work  injuries  and  diseases  are  crucial  to  the  identification  of  the  industries 
and  occupations  in  greatest  need  for  prevention  and  intervention  efforts. 
NIOSH  works  with  a  variety  of  public  and  private  organizations  to  identify  and 
track  hazardous  conditions  through  reporting  of  disease,  injury,  and  worker 
exposures .   These  systems  are  used  to  target  research  and  prevention 
activities  and  evaluate  their  impact.   Two  products  towards  these  ends  are: 
(1)  estimates  of  the  scope,  severity,  and  trends  of  occupational  diseases  and 
injuries;  and  (2)  identification  of  hazardous  working  conditions. 

NIOSH  research  to  investigate  safety  and  health  problems  and  their  solutions 
is  conducted  both  in  the  laboratory  and  at  work  sites  throughout  the  United 
States.  Laboratory  research  is  conducted  to  evaluate  potential  hazards  under 
controlled  conditions,  develop  technology  and  information  needed  for  field 
research,  and  develop  and  evaluate  protective  measures .  The  field  studies 
allow  researchers  to  identify  potential  workplace  hazards,  determine  the 
extent  of  worker  exposure,  assess  the  risk  for  injury  or  disease,  and 
demonstrate  effective  approaches  to  prevention.  For  example,  In  1990,  NIOSH 
received  a  joint  labor-management  request  from  the  Milwaukee  facility  of 
Harley-Davidson  to  evaluate  musculoskeletal  disorders  of  the  upper  limbs  and 
back.   The  labor -management  team  was  concerned  with  an  increase  in  workers 
compensation  costs  due  to  an  increasing  number  of  injuries.   Based  on  the 
initial  evaluation,  NIOSH  provided  recommendations  to  reduce  ergonomic  risk 
factors.  The  company  responded  by  forming  an  ergonomics  committee  consisting 
of  management  and  labor  representatives  to  redesign  or  eliminate  jobs  where 
musculoskeletal  hazards  were  identified.   Investigators  found  that  in  five 
years  cases  of  musculoskeletal  disorders  were  reduced  by  more  than  one -half 
and  lost  or  restricted  workdays  dropped  from  610  to  190  per  100  workers. 

NIOSH  epidemiological  studies  have  been  instrumental  in  understanding  many  of 
the  most  prominent  occupational  hazards,  including  asbestos,  radon,  vinyl 
chloride,  benzene,  ethylene  oxide,  cotton  dust,  lead,  carbon  monoxide,  silica, 
and  dioxin. 

To  meet  the  challenges  of  the  next  century,  NIOSH  is  moving  its  research  in 
new  directions  and  increasing  the  scope  of  its  leadership  and  collaboration 
with  partners  outside  of  the  agency.   Major  emphases  in  new  research  include: 
surveillance  of  disease,  injuries,  hazards,  and  economic  effects;  evaluating 
the  prevention  of  disease  and  injury  in  the  context  of  the  changing 
organization  of  work;  intervention  research  and  systematic  evaluation  of  the 
impact  of  NIOSH  health  hazard  evaluations;  and  research  on  health  services  for 
injured  and  ill  workers,  addressing  organization,  manpower  needs,  workers' 
compensation,  clinical  recommendations,  and  the  economics  of  disease,  injury, 
and  prevention  options.   Cross-cutting  new  emphases  include  assuring  the 
practicality  of  NIOSH  recommendations  for  the  workplace  and  increasing  the 
translation  of  NIOSH  research  findings  into  information  that  directly  assists 
worksite  health  and  safety  programs.   To  strengthen  its  leadership  activities, 
NIOSH  efforts  are  focused  on  building  stronger  links  between  stakeholders  of 
occupational  safety  and  health,  enhancing  professional  competence  among 
occupational  health  leaders  and  staff,  filling  gaps  in  data  collection,  and 
improving  access  to  data  and  analytic  capability  to  use  data  effectively. 
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NIOSH  is  convening  meetings  with  industry,  union  leadership,  academia,  and 
State  and  local  governments  to  define  and  establish  new  and  emerging  areas  of 
occupational  research.  In  the  Spring  1996,  NIOSH  will  present  a  national 
research  agenda  that  will  guide  occupational  safety  and  health  research  into 
the  next  century. 

Mine  Health  and  Safety 

The  1997  estimate  of  $32,000,000  will  enable  CDC  to  continue  the  efforts  in 
mine  health  and  safety  formerly  done  by  the  Bureau  of  Mines  in  the  following 
areas : 

o   Worker  Health  ($6,400,000,  62  FTE)  -  the  objectives  of  Worker  Health 
research  are  to:  (a)  reduce  worker  exposure  to  hazardous  mine  dusts 
through  more  effective  monitoring  techniques  and  design  of  respirable  dust 
control  technology;  (b)  reduce  worker  exposure  to  harmful  noise  levels  and 
contaminants  from  diesel  engine  exhaust;  and  (c)  identify  toxic  substances 
and  carcinogens  in  the  mining  industry  and  provide  for  their  monitoring 
and  control . 

o   Worker  Safety  ($18,240,000,  256  FTE)  -  The  objectives  of  Worker  Safety 

research  are  to:  (a)  develop  technology  and  methods  that  warn  and  protect 
miners  from  the  dangers  of  mine  roof  collapses,  active  subsidence  during 
mining,  and  other  hazardous  conditions;  (b)  develop  technology  and  methods 
that  protect  the  mine  worker  from  machinery  and  equipment  related 
injuries,  and  (c)  develop  technology,  ergonomic  design  criteria,  and 
training  methods  that  protect  workers  from  injuries  associated  with  manual 
tasks.   A  major  focus  area  of  worker  safety  research  is  safety  in  small 
mines  (that  is,  those  with  fewer  than  50  employees) ,  which  experience  a 
disproportionate  number  of  work-related  deaths  and  injuries,  to  determine 
the  factors  that  contribute  to  this  disparity. 

o   Disaster  Prevention  ($7,360,000,  95  FTE)  -  The  objectives  of  Disaster 
Prevention  research  are  to:   (a)  develop  techniques  and  technology  to 
expedite  detection  and  extinguishing  of  mine  fires,  thereby  reducing  the 
risk  of  underground  workers;  (b)  develop  technology  that  prevents  or 
suppresses  an  explosion  before  it  becomes  a  danger  to  mine  workers;  and 
(c)  provide  information,  methods,  and  technologies  that  will  maximize  the 
chance  for  worker  survival  in  an  emergency. 
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Occupational  Safety  and  Health 
Funding  by  Activity 


FY  1995         FY  1996        FY  1997 
Actual        Policy       Request 


MONITOR  HEALTH 
Intramural  Research 
(Identification) 
Surveillance 

Health  Hazard 

Evaluation/Technical 

Assistance 

DETECT  &  INVESTIGATE 
HEALTH  PROBLEMS 
(Targeted  Research) 
Occupational  Lung 
Disease 

Musculoskeletal 
Injuries 

Occupational  Cancers 

Severe  Occupational 
Traumatic  Injuries 

Occupational ly 
Related 
Cardiovascular 
Diseases 

Disorders  of 
Reproduction 

Neurotoxic  Disorders 

Noise- Induced  Hearing 
Loss 

Dermatologic 
Conditions 

Psychological 
Disorders 

INTERVENTION  RESEARCH 
AND  DEMONSTRATION 
(Control  t   Personal 
Protective  Equipment) 

INTERVENTION  RESEARCH 
AND  DEMONSTRATION 
(Dissemination) 


11,150,000    11,159,300    11,111,300 


11,950,000    11,956,300    11,908,300 


12,100,000  12,516,300  12,468,300 

4,750,000  5, 166, 300  5,118,300 

6,947,000  7,773,300  7,725,300 

6,900,000  7,316,300  7,268,300 


1,300,000     1,716,300     1,668,300 


3,400,000     3,816,300 
2,300,000     2,716,300 


3,768,300 
2,668.300 


1,000,000     1,414,300     1,366,100 


1,168,300 


800,000     1,216,300 
1,200,000     1,205,700 


12,777,000    13,777,000     13,777,000 


8,000,000     8,000,000     8,000,000 


$84,574,000    89,750,000    $89,174,000 
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FY1995         FY1996         FY1997 
Actual        Policy       Request 


MONITOR  HEALTH 

Extramural  Research 

(Identification) 

Surveillance  B, 280, 000     8,280,000     8,280,000 

Health  Hazard 

Evaluation/Technical 

Assistance  300,000       300,000       300,000 

DETECT  &  INVESTIGATE 
HEALTH  PROBLEMS 
(Targeted  Research) 
Occupational  Lung 
Disease  5,400,000     5, 400, 000     5,400,000 

Musculoskeletal 

Injuries  2,050,000     2,050,000     2,050,000 

Occupational  Cancers      4,500,000    4,500,000     4,500,000 

Severe  Occupational 

Traumatic  Injuries         2,512,000     2,512,000     2,512,000 

Occupational ly 
Related  Cardio- 
vascular Diseases  400,000       400,000       400,000 

Disorders  of 

Reproduction  2,000,000     2,000,000     2,000,000 

Neurotoxic  Disorders       1,300,000     1,300,000     1,300,000 

Noise- Induced  Hearing 

Loss  800,000       800,000       800,000 

Dermatologic  475,000      475,000       475,000 

Conditions 

Psychological 

Disorders  775,000       775,000       775,000 

INTERVENTION  RESEARCH 

AND  DEMONSTRATION 

(Control  &  Personal 

Protective  Equipment)      3,320,000     3,320,000     3,320,000 

INTERVENTION  RESEARCH 
AND  DEMONSTRATION 


(Dissemination) 

2, 

400, 

000 

2, 

400, 

000 

2, 

400, 

000 

Subtotal 

$34, 

,512, 

000 

$34, 

,512, 

000 

$34, 

,512, 

000 

LEADERSHIP  4  TRAINING 
FOR  SAFETY  AND  HEALTH 
(Training) 

12, 

898 

,000 

12 

,898, 

000 

12 

,898, 

000 

TOTAL,  Occupational 
Safety  and  Health 

131 

,984 

,000 

137 

,160, 

000 

136 

,  584 

,000 

346 


Rrnriemie  Services 

Authorizing  Legislation  -  Section  301,  307,  310,  311,  325,  327,  352,  353,  and 
361  of  the  Public  Health  Service  Act 

1995  199«  1997 

Policy  Estimate 


Increase  c 

Ptcrtase 

Ett 

a& 

0 

($494,000) 

fte  B&       Ett         u     ux.  a& 

■93  $73,198,000      S93        $67,867,000      (93        $(7,413,000 

•  At  the  request  of  States,  employees  are  detailed  to  State  and  local  government. 
1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

As  part  of  CDC's  efforts  to  implement  the  Year  2000  National  Prevention  Objectives, 
CDC  conducts  a  program  of  scientific  inquiry  and  applied  research  to  solve  public 
health  problems  and  supports  selected  programs  to  assist  States,  health 
organizations,  and  others  in  the  health  field  to  achieve  prevention  goals. 

Resolving  public  health  problems  rapidly  will  ensure  cost  effective  health  care  and 
enhance  health  promotion  and  disease  prevention.   Activities  involving  rapid  solution 
range  from  local  identification  of  food  poisoning  to  national  investigations,  such  as 
Legionnaires'  disease  and  Eosinophilia  Myalgia  Syndrome.   CDC  efforts  will  continue 
to  provide  the  United  States  with  a  trained  professional  staff  able  to  investigate 
health  problems  which  affect  the  U.S.  population. 

The  objectives  of  the  epidemic  services  activity  are  to: 

o  Provide  for  the  prevention  and  control  of  epidemics  and  protect  the  U.S. 
population  from  public  health  crises  including  biological  and  chemical 
emergencies . 

o  Develop,  operate,  and  maintain  surveillance  systems,  analyze  data,  and  respond 
to  public  health  problems  when  indicated.   Public  health  surveillance  data  is 
used  to:  estimate  the  incidence,  prevalence,  and  distribution  of  diseases  and 
injuries;  monitor  trends  over  time;  identify  subgroups  at  increased  risk;  set 
priorities  for  intervention  programs;  evaluate  intervention  programs;  assess 
risk  factors  for  acquiring  a  disease;  make  projections  of  future  disease  burden 
on  society;  and  detect  epidemics.   CDC's  surveillance  activities  involve  close 
cooperation  among  Federal,  State,  and  local  governments  and  the  private  medical 
community  to  provide  effective  public  health  services. 

o  Train  public  health  epidemiologists;  including  the  Epidemic  Intelligence  Service 
(EIS)  program,  a  2-year  post-doctoral  program  in  applied  epidemiology.   The  BIS 
Program  enables  public  health  professionals  to  attain  proficiency  in  the 
practice  of  epidemiology  while  simultaneously  providing  epidemiologic  service  to 
the  States  and  the  U.S.  public. 

o  Carry  out  the  quarantine  program  as  required  by  regulations. 

o  Reduce  the  importation  of  disease  from  developing  countries  through  reduced 
morbidity  and  mortality  utilizing  the  Global  Epidemic  Intelligence  Service. 
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o  Continue  the  publication  of  the  Morbidity  and  Mortality  Weekly  Report    (MMWR) , 
considered  to  be  CDC's  main  communication  mode  for  disease  outbreaks  and  trends 
in  health  and  health  behavior.   The  MMWR  is  disseminated  to  over  700,000  people 
who  work  in  the  fields  of  public  health.  The  MMWR  is  also  available  through  a 
commercial  electronic  communications  network  to  private  physicians,  hospitals, 
and  other  appropriate  offices. 

o  Develop,  coordinate,  and  provide  efficacious,  effective,  and  economic  prevention 
strategies  to  deliver  the  best  possible  public  health  programs  in  the  context  of 
a  realistic  expenditure  of  resources. 

o  Improve  and  assist  the  development  of  State  infrastructure  by  supporting  State 
public  health  programs  and  activities. 

Funding  for  the  epidemic  services  program  for  the  last  five  fiscal  years  has  been  as 
follows : 


Funding 

FTE 

1992 

$72,926, 

000 

1137 

1993 

$73,520, 

000 

1062 

1994 

$73,520, 

000 

969 

1995 

$73,198, 

000 

893 

1996 

$67,867, 

000 

B93 

Rationale  for  Budget  Re guest 

The  FY  1997  estimate  of  $67,413,000  represents  a  decrease  of  $454,000  from  the  1996 
Policy  level  and  includes  an  administrative  reduction.   The  request  of  893  FTEs 
represents  no  change  from  the  1996  Policy  level.   CDC  conducts  a  program  of 
scientific  inquiry  and  research  to  solve  public  health  problems  and  supports  selected 
programs  to  assist  States,  health  organizations,  and  others  in  the  health  field  to 
achieve  prevention  goals . 
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Health  Statistics 

Authorizing  Leainlation  -  Title  III  of  the  of  the  Public  Health  Service  (PBS) 
Act,  Section  301,  304,  306,  307,  and  308. 

Health  Statiatice 


1995  1996  PY  1997  Increase  or 

Actual  Pollcrv 


FTE  BA  FTE  BA  FTE  BA 


47      21,862,000       274      40.0C3.000      274      53,063,000         0      .13,000,000 


Total 

Program 

Level  517    $81,370,000      517    $77,702,000      517    $88,463,000        0      ♦10.761.000 

1997  Authorization Indefinite. 


Purposp  anri  Method  of  Operation 

Program  Description: 

CDC's  National  Center  for  Health  Statistics  is  a  unique  public  resource  for 
health  information.   As  the  Nation's  principal  health  statistics  agency,  NCHS 
provides  statistical  information  to  guide  actions  and  policies  to  improve  the 
health  of  the  American  people. 

NCHS  Role  in  Health  Information 

Information  plays  a  critical  role  in  public  health  and  health  policy.   The 
Pederal  government  has  a  strong  role  in  ensuring  that  adequate  information  is 
available  for: 

•  Tracking  change  in  health  and  health  care,  particularly  as  major  changes 
are  in  occurring  private  markets  and  in  Federal  and  State  policy. 

•  Planning,  targeting,  and  assessing  the  effectiveness  of  public  programs. 

•  '  Identifying  health  problems,  risk  factors,  and  disease  patterns. 

•  Use  by  public  and  private  policymakers,  health  care  providers,  and 
researchers . 

Investment  in  such  information  has  payoffs  in  improving  health  and  quality  of 
life  as  well  as  in  improved  performance  of  the  health  care  system.   To  meet 
these  needs : 

•  NCHS  provides  authoritative  information  from  high  quality,  state-of  the 
art  statistical  methodology. 

•  NCHS  places  a  priority  on  making  data  available  to  users  as  widely  as 
possible  through  the  Internet,  public  use  data  tapes,  and  publications. 
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Access  to  data  from  other  sources  is  often  impeded  by  proprietary  or 
advocacy  interests . 

•  NCHS  invests  in  broad-based,  fundamental  public  health  and  health  policy 
statistics  that  meet  the  needs  of  a  wide  range  of  users .   Such 
investments  are  unlikely  to  be  made  by  the  private  sector,  individual 
States,  or  others,  whose  individual  interests  may  be  narrower. 

•  NCHS  provides  mechanisms  for  obtaining  consistent,  uniform  statistics 
that  allow  for  comparison  across  States,  population  groups,  and  types  of 
health  care  providers. 

•  NCHS  maintains  the  strong  principle  that  the  collection  of  statistics 
should  be  policy-neutral  and  unbiased. 

Examples  of  Data  From  NCHS 

•  Health  insurance  coverage,  immunization  status,  and  other  measures  used 
to  help  design  and  monitor  the  impact  of  programs  and  policies  that 
affect  health  and  the  health  care  system. 

•  Teen  pregnancy,  out  of  wedlock  births,  infant  mortality,  low  birth 
weight,  access  to  prenatal  care,  and  other  risk  factors  associated  with 
pregnancy.   These  measures  are  not  only  critical  to  designing  and 
monitoring  public  health  programs,  but  have  become  central  to  welfare 
policy. 

•  Death  from  cancer,  heart  disease,  HIV/AIDS,  and  other  causes,  and  trends 
in  mortality  and  life  expectancy,  used  to  guide  research  and  public 
health  program  priorities. 

•  Personal  health  habits  such  as  smoking,  alcohol  abuse,  and  nutrition,  as 
well  as  public  awareness  of  health  risks  -  such  as  transmission  of  HIV  - 
and  the  success  of  public  health  programs  in  influencing  these  habits. 

•  Fundamental  measures  of  the  health  status  of  the  nation,  including  the 
impact  of  disease  and  disability  on  the  nation's  people  and  health  care 
system. 

•  The  use  of  hospitals,  nursing  homes,  physician  services,  and  other 
health  services,  and  financial  and  non- financial  barriers  to  access  to 
such  care . 

These  and  other  statistics  are  obtained  through  a  broad-based  program  of 
ongoing  and  special  studies,  including  household  interview  surveys,  surveys  of 
health  care  providers,  and  collection  of  statistics  on  birth  and  death  in 
partnership  with  State  government . 

Improving  Efficiency  and  Integration  of  Health  Statistlca 

NCHS  is  also  taking  an  increasing  leadership  role  in  coordinating  and 
streamlining  Federal  health  statistics.   The  HHS  Survey  Integration  Plan 
provides  a  framework  for  conducting  surveys  more  efficiently  than  ever  before, 
allowing  HHS  to  fill  data  gaps  and  improve  the  use  and  analysis  of  survey 
information.   Equally  important,  the  plan  provides  a  long-term  strategy  for  a 
balanced,  unified  program  of  surveys  designed  to  meet  current  and  future  data 
needs.   Components  of  the  plan  address  health  status,  outcomes,  insurance, 
expenditures,  and  health  risk  factors  and  behaviors. 

This  integration  plan,  developed  by  an  HHS-wide  policy  group  with  leadership 
from  NCHS,  the  Agency  for  Health  Care  Policy  and  Research,  and  other 
collaborating  agencies,  provides  for  streamlining  and  coordinating  of  HHS 
surveys  on  several  levels:  1)  samples  of  many  surveys  will  be  linked  and 
integrated;  2)  questionnaires  will  be  made  more  comparable  to  allow  analytic 
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comparisons;  and  3)  field  operations  of  surveys  with  similar  approaches  will 
be  merged  to  increase  efficiency.   HHS  has  obtained  extensive  comment  and 
enthusiastic  support  from  data  users  as  this  plan  has  been  refined. 

NCHS  has  also  taken  significant  steps  to  improve  the  speed  with  which  data  is 
made  available  to  researchers,  policy  makers,  and  the  public.   For  example,  in 
the  most  recent  National  Health  and  Nutrition  Examination  Survey,  some  data 
has  been  made  available  as  early  as  one  year  after  data  collection  with  nearly 
all  data  available  in  less  than  two  years  after  data  collection,  an 
improvement  of  several  years  over  previous  cycles.   In  Vital  Statistics, 
efforts  to  streamline  and  automate  systems  have  begun  to  show  results,  and  a 
new  publication  plan  will  significantly  speed  up  data  release. 

Funding  History 

Funding  for  the  health  statistics  program  for  the  last  five  years  has  been  as 
follows: 


Funding 

1%    Eval 

FTE 

1992 

$50,308,000 

$29 

400,000 

538 

1993 

$51,532,000 

$28 

873,000 

542 

1994 

$54,532,000 

$28 

873,000 

509 

1995 

$53,506,000 

$27 

862,000 

517 

1996 

$37,639,000 

$40 

063,000 

517 

Rationale  lor 

Budget  Reauest 

The  FY  1997  estimate  of  $88,463,000  is  a  $10,761,000  increase  from  the  1996 
Policy  program  level.   It  includes  a  program  increase  of  $11,000,000  for  a 
total  of  $14,500,000  for  the  National  Health  and  Nutrition  Examination  Survey 
(NHANES)  and  an  administrative  reduction  of  $239,000.    The  request  for  517 
FTEs  represents  no  change  from  the  1996  Policy  level. 

The  following  table  describes  NCHS  programs,  outputs,  and  surveys: 


Program 

Data  Uses/Outputs 

Method/Sample 

National  Vital 

Statistics 

-  life  expectancy 

-  causes  of  death 

-  prenatal  care  and  birth  weight 

-  and  infant  mortality 

-  out  of  wedlock  births 

-  teenage  and  unmarried  births 

The  Vital  Statistics  Cooperative 
Program  collects  information  from  all 
birth  and  death  certificates  through  a 
cooperative  program  with  States 

Personal  Health 
Interview  Surveys 

-  health  status  and  disability 

-  insurance  coverage 

-  access  to  care 

-  use  of  health  services 

-  health  behaviors 

The  National  Health  Interview  Survey 
interviews  40,000  households  annually 
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Health  Examination 

-  monitoring  trends  in  diseases 

The  National  Health  and  Nutrition 

Surveys 

-  identifying  health  risk  factors 

Examination  Survey  conducts  physical 

-  unrecognized  diseases 

exams,  lab  tests,  dietary  interview  with 

-  epidemiologic  research 

30,000  persons  in  each  cycle  (see 

-  nutritional  status  monitoring 

below) 

Surveys  of  Health 

-  diagnosis  and  treatment 

Multiple  components  collect  data  from 

Care  Providers 

-  facility  characteristics 

records  of  hospitals,  emergency  and 

-  utilization  patterns 

outpatient  departments,  ambulatory 

-  characteristics  of  patients 

surgery  centers,  nursing  homes,  office- 

-  trends  in  use  patterns 

based  physicians,  etc. 

The  FY  1997  program  increase  provides  funds  to  implement  a  major  component  of 
the  HHS  Survey  Integration  Plan,  the  National  Health  and  Nutrition  Examination 
Survey  (NHANES) .   NHANES  provides  unique  information  from  direct  physical 
examinations,  biochemical  measures,  interviews,  and  nutritional  analysis  from 
a  large,  representative  sample  of  persons.   By  direct  standardized 
measurements,  NHANES  is  able  to  objectively  measure  health  conditions  and 
risks,  even  if  they  are  not  known  to  the  survey  respondents.   NHANES  was  most 
recently  conducted  from  1988-94,  and  will  be  converted  to  a  continuous 
monitoring  survey  beginning  in  1998. 

NHANES  is  the  only  national  source  of  objectively  measured  health  status  data, 
and  is  essential  to  interpreting  information  from  other  survey  components.   As 
part  of  the  overall  HHS  Survey  Integration  Plan,  NHANES  allows  measurement  of 
health  outcomes  -  an  important  counterpart  to  measurement  of  investments  in 
health  through  insurance  and  public  health  programs. 

NHANES  is  an  important  part  of  national  surveillance  capability  for  infectious 
diseases,  behavioral  and  environmental  risk  factors  to  health,  undiagnosed 
preventable  illnesses,  nutritional  status,  and  other  critical  issues.   No 
other  effort  in  the  public  or  private  sector  can  replace  the  type  of 
information  available  through  NHANES.   Examples  of  NHANES  data  uses  include: 

Lead  Monitoring:   NHANES  data  showing  the  correlation  of  lead  in 
gasoline  to  lead  levels  in  the  blood  of  children  was  instrumental  in  the 
decision  to  reduce  lead  in  gasoline,  as  well  as  other  public  health 
actions.   More  recently,  NHANES  III  data  documented  the  success  of  these 
actions,  showing  that  lead  levels  in  people  have  been  reduced  70 
percent.   Furthermore,  the  new  NHANES  data  suggests  how  to  target 
screening  and  remediation  programs  to  children  that  need  them. 

Genetics:  NHANES  offers  the  unique  opportunity  to  assess  the  genetic 
contributions  to  disease  or  health  condition  risk  in  the  population; 
this  information  can  guide  preventive  strategies  and  programs.   The 
information  can  be  a  major  tool  available  for  medical  research  and 
public  health  initiatives. 

Food  Safety:   NHANES  will  allow  monitoring  of  the  effect  of  food  supply 
decisions  on  health.   For  example,  the  approval  of  Olestra,  a  fat 
substitute,  could  affect  the  absorption  of  vitamins  associated  with 
prevention  of  some  cancers,  heart  disease,  and  eye  conditions.  The  data 
from  the  previous  NHANES  program  has  established  baseline  information; 
the  next  NHANES  program  is  the  only  way  to  monitor  important  biological 
changes . 


24-955  96-12 
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Hypertension  and  Cholesterol:   NHANES  provides  standard  reference  data 
to  identify  the  need  for  intervention  and  data  to  monitor  the  success  of 
programs  for  high  blood  pressure  control  and  cholesterol  reduction. 

HIV  and  Hepatitis  C  Seroprevalence :  Data  from  NHANES  III  has  been  used 
to  develop  the  national  HIV  estimates  produced  by  CDC.  NHANES  III  also 
provides  for  the  first  national  estimates  of  the  extent  of  hepatitis  C, 
a  newly  discovered  virus,  providing  important  information  for  potential 
impact  on  the  health  care  system,  and  evaluation  of  measures  to  protect 
the  national  blood  supply. 

Toxic  Exposure  and  Environmental  Effects :   NHANES  measures  blood  levels 
of  toxicants  and  environmental  exposures,  providing  information  to 
quantify  these  problems  on  a  national  level.   In  turn,  these  data  serve 
as  comparative/baseline  data  for  exposure  measurement  in  problem  areas, 
such  as  communities  near  toxic  waste  sites,  or  suspected  occupational 
hazards. 

NHANES  spans  the  interests  of  CDC,  the  National  Institute  of  Health  (NIH) ,  the 
Federal  Drug  Administration  (FDA),  other  Departments,  and  private  researchers. 
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Program  Output  Data 


National  Vital  Statistics: 
Budget  Authority 
Evaluation  Funds 
Sub-Total 

Personal  Interview  Surveys: 
Budget  Authority 
Evaluation  Funds 
Sub-Total 

Health  Examination  Surveys: 
Budget  Authority 
Evaluation  Funds 
Sub-Total 

Surveys  of  Health  Providers: 
Budget  Authority 
Evaluation  Funds 
Sub-Total 


FY  1995 

FY  1996 

FY  1997 

Asmaj 

Policy 

Estimate 

5,018,000 

5,665,000 

5,665,000 

9.383.000 

9.383.000 

9.383.000 

14,401,000 

15,048,000 

15.048,000 

4,916,000 

4.269,000 

4,269,000 

6.366.000 

6.366.000 

6.366.000 

11 ,282.000 

10,635,000 

10,635,000 

973.000 

973,000 

11,973,000 

4.431.000 

2.541.000 

2.541.000 

5,404,000 

3,514,000 

14,514,000 

2,634,000 

3.280.000 

3,280,000 

2.320.000 

2.320.000 

2.320.000 

4,954,000 

5,600,000 

5.600,000 

Minority  &  Socioeconomic 
Differences: 
Budget  Authority 
Evaluation  Funds 
Sub-Total 


886,000 

D 

886.000 


886.000 

fi 

886.000 


886,000 

Q 

886.000 


Subtotal,  Survey  Operations: 
Budget  Authority 
1%  Evaluation  Funds 
Sub- Total,  Survey  Operations 


14,427,000 
22.50O.OO0 
36,927,000 


15,073,000 
20.610.000 
35,683.000 


26,073.000 
20.610.000 
46,683,000 


Base  Costs  Related  to  Surveys: 
Budget  Authority 
Evaluation  Funds 
Sub-Total 


39,081,000 

5.362.000 

44.443.000 


22,566,000 
19-453.000 
42.019.000 


9,327,000 
32.453.000 

41.780.000 


NCHS  Totals: 
Budget  Authority 
Evaluation  Funds 
Totals 


53,508,000 
27.862.00Q 
81 .370,000 


37,639,000 
40.063.000 
77,702,000 


35,400,000 
53.063.000 
88,463,000 
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Buildlnga  and  Facilities 

Authorizing  Lcdialanion  -  Section  321  (a)  of  the  of  the  Public  Health  Service  Act 

Increase 
1995  1996  1997  or 

Actual  Policy  Estimate  Decrease 

FTE  BA     FTE  BA    FTE  fiA.     FTE  fiA 

0  $3,575,000       0     $4,353,000      0     $8,353,000      0    $4,000,000 

1997  Authorization  Indefinite 


Purpose  and  Method  at  Operation 

CDC 's  management  has  the  responsibility  to  ensure  that:   CDC  has  adequate 
facilities  and  equipment  to  do  its  job;  all  facilities,  particularly 
laboratories,  are  safe  for  both  workers  and  the  community;  the  facility 
investment  is  protected  by  preventing  deterioration  and  upgrading,  where 
necessary;  buildings  and  facilities  meet  current  required  standards;  the 
Centers'  responsibility  to  reduce  or  conserve  the  energy  necessary  to  operate 
the  Centers'  facilities  and  equipment. 

To  meet  these  goals,  the  Centers'  management  continuously  monitors  the  need 
for  repairs  and  improvement  of  the  facilities .  Priority  rankings  are  assigned 
to  each  required  project  to  ensure  the  accomplishment  of  those  projects  which 
are  mandatory  to  protect  the  facility  investment  of  the  Centers .   Management 
also  determines  the  need  for  and  schedules  major  renovations,  construction, 
and  other  facility  and  equipment  projects. 

Funding  for  the  Buildings  and  Facilities  Program  for  the  last  five  fiscal 
years  has  been  as  follows : 


Funding 

1992 

$25,560,000 

1993 

$16,648,000 

1994 

$16,648,000 

1995 

$3,575,000 

1996 

$4,353,000 

Rationale  for  the  Budget  Bequest 

The  FY  1997  estimate  of  $8,353,000  represents  a  $4,000,000  program  increase 
from  the  1996  Policy  level.  There  are  no  FTBs  requested  under  this  activity. 

CDC  has  a  current  backlog  of  repair  and  improvement  projects  in  the  amount  of 
$88,281,000  with  an  average  annual  appropriation  of  $4,000,000.  According  to 
the  -DHHS  Facilities  -  FY  1997  r&i  Repair  and  Improvement  Budget  Formulation* , 
CDC  projects  that  $18,919,061  is  needed  annually  to  keep  pace  with  increasing 
maintenance  costs  of  agency  facilities. 
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The  increase  of  $4,000,000  is  requested  to  design  and  build  15,000  net  sq.  1 
of  BLS-3  (Biosafety  Level  3)  laboratory  space  which  will  provide  the 
opportunity  to  begin  renovation  of  laboratories  that  are  more  than  3  5  years 
old.   The  space  will  avoid  interruption  of  vital  testing  of  pathogens  for 
National  Centers  for  Infectious  Diseases  programs  during  necessary 
renovations. 
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Program  Management 

Authorizing  Legislation  -  Titles  III,  Section  794  of  Title  VII,  XV,  XVII,  XIX, 
XXVI,  XXVII,  and  section  1102  of  the  Public  Health  Service  Act,  sections  101, 
102,  103,  201,  202,  and  203  of  the  Federal  Mine  Safety  and  Health  Act  of  1977, 
[Public  Law  101-354)  and  sections  20,  21,  and  22  of  the  Occupational  Safety 
and  Health  Act  of  1970. 

Increase 
199S 
Actua 1 


1996 

1997 

or 

Policy 

Estimate 

Decrease 

BA 

PTE             BA 

FTB           BA 

$2,670,000 

65     $2,637,000 

0     ($33,000) 

£  BA     PTE 

$3,058,000       65 

1997  Authorization  Indefinite 

Purpose  and  Method  of  Operation 

Effective  and  efficient  administrative  management  is  provided  to  all  the 
Centers,  Offices,  Institute,  and  staff  elements  of  CDC. 

Other  goals  are  to: 

o    Ensure  there  is  an  effective  and  coordinated  prevention  approach 

throughout  the  country  and  to  plan  for  meeting  the  Year  2000  Prevention 
Objectives  for  the  Nation. 

o    Maintain  liaison  within  and  outside  the  Federal  Government  in  matters 
relating  to  prevention  and  occupational  safety  and  health. 

o    Maintain  a  focal  point  to  provide  national  leadership  in  prevention  and 
occupational  safety  and  health. 

o    Ensure  that  the  programs  of  the  agency  are  efficiently  managed  and 
internally  and  externally  coordinated. 

o    Continue  safety  management  and  other  activities  to  ensure  the  safest 
and  most  effective  use  of  the  Centers'  laboratories. 

o    Provide  safe  and  adequate  facilities  for  the  operations  of  CDC. 

Funding  for  the  Program  Management  for  the  last  five  fiscal  years  has  been  as 
follows: 


Funding 

1992 

$2,843,000 

1993 

$3,388,000 

1994 

$3,111,000 

1995 

$3,058,000 

1996 

$2,670,000 
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Rationale  for  the  Budget  Bequest 

The  FY  1997  estimate  of  $2,637,000  represents  a  decrease  of  $33,000  from  the 
Policy  Level  for  an  administrative  reduction.   The  request  of  65  FTEs 
represents  no  change  from  the  1996  Policy  level.   This  activity  supports  the 
overall  direction  and  management  of  the  Centers  for  Disease  Control  and 
Prevention,  which  includes  management  policy,  program  planning  and  evaluation, 
science  policy  and  review,  equal  opportunity,  public  affairs,  biosafety, 
legislative  programs,  international  cooperation,  and  planning  for  the  domestic 
reactions  in  the  event  of  chemical  and/or  biological  emergencies  or  threats. 
In  addition  to  this  overall  administrative  direction,  the  Office  of  the 
Director  provides  leadership  activities  to  ensure  the  delivery  of  excellent 
preventive  health  services  to  the  Nation. 

The  FY  1997  request  will  support  skills  of  many  differing  disciplines  and  the 
valuable  resources  required  to  carry  out  the  missions  assigned  the  Centers  for 
Disease  Control  and  Prevention.   The  specific  objective  of  this  activity  is  to 
coordinate  these  disciplines  and  resources  in  a  manner  that  focuses  on  both 
the  missions  of  the  CDC  and  responsible  stewardship  of  the  resources 
appropriated  for  those  missions . 
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Increase 

FY  1995 

FY  1996 

FY  1997 

or 

Arl-.ua  1 

Policy 

Estimate 

Decrease 

FTE 

BA 

EXE 

BA 

FTE 

B& 

FTE 

BA 

745 

$134,135,585 

972   $172,660, 

000 

972   $172,660, 

000 

0 

$0 

Purpose  and  Method  of  Operation 

CDC's  reimbursable  activities  provide  technical  assistance  and  consultation  to 
other  agencies  and  organizations.   For  example,  agreements  in  the  areas  of 
nutrition,  global  immunization,  family  planning  evaluation,  and  other 
preventable  disease  control  programs  with  the  World  Health  Organization  (WHO) 
allow  wider  distribution  of  vital  public  health  information  and  provides 
protection  to  Americans  overseas  and  at  home.   Also,  research  consultation 
exists  with  WHO  and  the  Pan  American  Health  Organization  (PAHO)  in  the  areas 
of  genetic  diseases,  diabetes,  and  biological  reagents. 

Public  health  data  needs  are  addressed  through  agreements  with  other  agencies 
of  the  Public  Health  Service,  the  Department  of  Health  and  Human  Services,  and 
others  associated  with  NCHS  studies.   An  arrangement  with  the  National  Park 
Service  ensures  safe  drinking  water  and  sanitation  in  the  national  parks. 
Other  areas  of  CDC  consultation  include  research  on  occupational  carcinogens, 
laboratory  tests,  investigations  and  diagnostic  reagents,  development  of 
worker  safety  guidance,  and  training  and  model  screening  programs. 

The  Clinical  Laboratory  Improvement  Amendments  of  1967 (CLIA)  transferred 
responsibility  for  the  laboratory  licensure  programs  from  CDC  to  HCFA  which 
resulted  in  the  disbanding  of  CDC's  regulatory  staff.   Under  the  Clinical 
Laboratory  Improvement  Amendments  of  1988,  the  Secretary  directed  that  the 
CLIA  program  be  jointly  implemented  by  HCFA  and  CDC.   CDC  will  provide 
scientific/technical  support  related  to  patient  test  management,  QA/QC, 
personnel  requirements,  and  test  categorization;  develop  information  materials 
including  brochures,  a  slide  talk,  and  a  users  guide;  develop  and  facilitate 
information  education  for  newly  regulated  public  health  laboratories  and 
clinics;  and  work  with  HCFA  to  initiate  a  process  for  accrediting  programs 
developed  by  non-profit  organizations  and  States  to  apply  the  CLIA  standards . 

The  CDC  program  to  implement  the  Federal  Technology  Transfer  ACT  (FTTA)  has 
three  components:   sharing  research  and  materials,  patenting  inventions,  and 
licensing  inventions. 

CDC  scientists  have  a  long  history  of  successful  collaboration  with  scientist 
in  private  industry  and  other  government  agencies.   The  FTTA  allows  government 
scientists  to  enter  into  formal  agreements  with  scientists  outside  the 
government  and  in  other  government  agencies .   Two  types  of  formal  agreements 
are  used  for  this  purpose .   Cooperative  Research  and  Development  Agreements 
iCRADA)  and  Biologic  Materials  Licensing  Agreements,  the  FTTA  gives  preference 
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to  small  business  and  to  businesses  producing  products  in  the  United  States 
for  the  CRADA. 

Federal  participants -individuals,  as  well  as  organizations,  can  share  patent 
rights  and  license  fees  for  inventions  made  jointly  under  CRADAs . 

Agency  for  Toxic  Substances  and  Disease  Registry's  (ATSDR)  objectives  under 
this  activity  will  be  to  prepare  the  health  assessments  at  National  Priorities 
List  sites,  conduct  epidemiologic  studies  and  surveillance  programs,  establish 
registries  of  exposed  persons,  develop  toxicological  profiles,  and  initiate 
the  appropriate  accompanying  research  to  fill  the  significant  gaps  in 
knowledge. 

Rationale  for  the  Budget  Request 

The  FY  1997  estimate  of  $172,660,000  represents  CDC's  estimates  of  services  it 
will  provide  to  others.   The  884  FTEs  request  represents  no  change  from  the  FY 
1996  Policy  level.   CDC/ATSDR  prevention  efforts  will  continue  through  the 
reimbursable  activity  which  is  directed  toward  improving  the  health  of 
individuals  though  prevention  programs. 


Centers  for  Disease  Control  and  Prevention 
Sources  of  Reimbursable  Funds  and  Services  Provided 

FY  1995  FY  1996  FY  1997 

Aoency  Actual  Policy  Estimate 

Department  of  Defense  $9,331,650         $9,331,650     $9,331,650 

Health  assessment  and  other 

related  activities  at  various 

DOD  facilities;  perform 

laboratory  tests  and 

investigations . 

National  Library  of  Medicine  269,500  269,500        269,500 

ACT1S  database  service  through 
CDC  NAC. 

Intergovernmental  Personnel  1,593,300  2,233,300      2,233,300 

Act  and  User  Fees 

Respirator  certification, 

Vessel  Sanitation  Program, 

training  courses,  Reference 

Reagents;  various  travel  in 

support  of  the  CDC  mission; 

IPA  assistance  to  Arkansas, 

Connecticut,  Delaware, 

Georgia,  Indiana,  Kansas, 

Louisiana,  Missouri,  New  York, 

Puerto  Rico,  and  Texas. 
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FY  199S  FY  1996  FY  1997 

Agency  Affnal  Policy  Estimate 

Department  of  Health  and  Human       78,378,698         116,263,113     116,263,113 

To  provide  technical  and 
consultation  advice  in  areas 
of  Genetic  Diseases;  conduct 
various  epidemiological 
studies  designed  to  aid 
research  projects,  conduct 
overseas  screenings  for 
refugee  resettlement;  includes 
$53,065  for  evaluation 
transferred  from  OASH  to  CDC 
for  the  National  Center  for 
Health  Statistics;  Clinical 
Laboratory  Improvement 
Amendments  of  1988  iCLIA) . 

Department  of  State  10,953,966  10,953,966      10,953,966 

Child  survival  program  for 

combating  childhood  diseases ; 

African  regional  programs  for 

strengthening  of  health  and 

delivery  systems;  Malaria 

control  and  Malaria  vaccine 

network;  development  of 

monoclonal  antibodies  to 

filaria  specific  antigens. 

Department  of  Veterans'  147,948  147,948         147,948 

Affairs 

Conduct  various  laboratory 

tests . 

Department  of  the  Interior  1,190,000  1,190,000       1,190,000 

Support  the  National  Park 
Service's  environmental 
sanitation  program. 

Department  of  Energy  24,579,775  24,579,775      24,579,775 

Management  of  energy  related 

research- -includes  authority, 

resources ,  and 

responsibilities  for  the 

design,  implementation, 

analysis  and  scientific 

interpretation  of  analytic  epi 

studies;  coal -fueled  diesel 

engine  exhaust  products ; 

health  assessment  studies  at 

DLA  facilities. 
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FY  1995  FY  1996  FY  1997 

Agency  Actual  Policy  Estimate 

Department  of  Transportation  852,143  852,143         852,143 

Testing  sample  collections  of 
gasoline  and  diesel  oil 
vapors . 

Department  of  Agriculture  600,000  600,000         600,000 

Provide  home  study  materials 
for  training  purposes . 

Federal  Emergency  Management  119,267  119,267         119,267 

Agency 

Health  assessments  and 

emergency  technical  assistance 

to  States  affected  by  the 

midwestern  floods.   Activities 

covered  by  the  Robert  T. 

Stafford  Relief  and  Emergency 

Assistance  Act,  Public  Law  93- 

288,  as  amended. 

Environmental  Protection  6,119,338  6,119,338       6,119,338 

Agency 

Superfund  activities  and 

technical  assistance  in 

estimating  chemical  releases 

and  workplace  exposures . 

Total,  CDC  £134.135.585         S172. 660.000 

CDC  FTEs  339  568 
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Reimbursable  FTE  Distribution 


FY  199S 

Actual 


FY  1996 

Policy 


FY  1997 

Estimate 


ATSDR 
CLIA 

National  Park  Service 
Health  and  Human  Services 
Trust  Fund 

Department  of  Defense 
Department  of  Energy 
Department  of  State 
Department  of  Transportation 
Total 


-JLfi 
745 


60 

60 

u 

ia 

972 

972 
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Agency  for  Toxic  Substances  and  Disease  Registry 


1995  1996                  1997  Increase  or 

Actual  Policy*  Estimate**  Decrease 

fte        Bfi  EXE          B&       EXE       £&  EXE       S& 

406     $66,636,000  406       $59,000,000    406    $58,000,000  0    ($1,000,000) 

The  following  information  is  based  upon  ATSDR's  FY  1997  estimated  budget  of 
$58,000,000. 

During  the  reauthorization  cycle,  both  the  Administration  and  Congress  have 
indicated  that  the  protection  of  public  health  must  be  an  important  aspect  of  the 
Super fund  Program. 

ATSDR  has  primary  responsibility  for  the  public  health  provisions  of  the 
Superf und  Act . 

ATSDR  has  major  program  activities  mandated  by  the  Comprehensive  Environmental 
Response,  Compensation,  and  Liability  Act  of  1980  (CERCLA)  and  has  been 
considerably  expanded  by  the  Superfund  Amendments  and  Reauthorization  Act  of  1986 
(SARA).   Program  activities  are  conducted  under  the  following  budget  categories: 
health  assessments,  surveillance,  epidemiology/health  studies  and  registries, 
toxicological  profiles,  and  health  education. 

FY  1997  activities  and  expected  accomplishments  at  the  requested  $58.0  million 
level  are  summarized  below: 

Public  Health  Assessments  (PHA) ,  Health  Consultations,  and  Site  Activities  - 
Public  health  assessments  evaluate  data  and  information  on  releases  of  hazardous 
substances  to  assess  current  or  future  impact  on  public  health.   Health 
consultations  provide  advice  on  specific  public  health  issues  that  occur  as  a 
result  of  actual  or  potential  human  exposure  to  a  hazardous  material.   ATSDR  will 
continue  the  Exposure-Dose  Reconstruction  which  is  a  multi-year,  multi -phase 
effort  to  assess  adverse  effects  on  human  health  from  environmental  contaminants 
by  developing  conceptual,  analytical,  and  computational  tools  capable  of 
estimating  actual  or  potential  exposure  (and  dose)  to  contaminated  environmental 
media. 

The  following  chart  summarizes  the  health  assessment  outputs  for  FY  1995  and  the 
outputs  estimated  for  FYs  1996  and  1997. 

Health  Assessment  Outputs 

ESTIMATED 

FT  1995      FY  1996      FY  1997 

Cooperative  Agreement  States  26  15  15 

Final  PHAs  35  18  18 

PHAs  issued  for  public  comment  136  75  75 

Site  Reviews  and  Updates  56  20  20 

Health  Consultations/Technical  Assistance  488  230  230 

•Conference  mark-presently  operating  on  Continuing  Resolution 
♦•Included  in  EPA  Budget 
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Due  to  funding  restraints,  ATSDR's  State  Cooperative  Agreement  program  was 
reduced  from  26  to  IS  States.   The  IS  States  continuing  in  the  program  will 
include  the  NPL  sites  with  the  greatest  public  health  concerns. 

Surveillance,  Epidemiology /Health  Studies,  and  Registries  -  Surveillance  provides 
follow-up  to  people  at  risk  of  adverse  health  effects .   Epidemiologic  and  other 
health  studies  further  define  the  association  between  exposure  and  adverse  health 
events.   Registries  of  persons  exposed  to  select  hazardous  substances  offer  the 
best  resource  for  elucidating  health  effects  of  long-term  exposure  to  low 
concentrations  of  toxicants.   They  also  provide  information  to  the  registrants 
and  create  data  bases  to  facilitate  epidemiology  research  or  meet  other  needs  of 
the  general  public. 

The  following  chart  indicates  the  number  of  health  studies  continued/initiated  in 
FY  1995  and  estimated  numbers  for  FYs  1996  and  1997: 

Health  Studies 

Estimated 


Site-Specific  Surveillance  3  3  2 

Hazardous  Waste  Worker  111 

State-based  Surveillance  2  0  0 
Hazardous  Substance  Emergency 

Event  Surveillance  14  14  14 

Epidemiologic  Studies  8  2  1 

Health  Outcome  Studies  16  1  0 

Priority  Health  Conditions  10  3  2 

HARP  Follow-up  26  18  18 

The  national  Exposure  Registry  and  subregistries  consisting  of  20  sites  will  be 
maintained. 

Toxicological  Profiles  and  Information  -  Toxicological  profiles  are  the  first 
step  in  determining  what  information  is  known  and  what  information  remains  to  be 
learned  about  health  effects  resulting  from  exposure  to  hazardous  substances . 
They  provide  a  compilation  of  current  authoritative  scientific  information  that 
assists  health  professionals  throughout  the  United  States  and  the  world  in  hazard 
identification,  dose  response,  exposure  assessment,  and  risk  characterization. 
ATSDR  will  support  programs  that  evaluate  and  interpret  existing  data  on 
substances  not  currently  listed  but  associated  with  Superfund  and  will  consider 
priority  data  needs  for  high  ranking  substances  in  toxicological  profiles 
research.   ATSDR  will  continue  to  support  at  a  reduced  level  the  development  and 
dissemination  of  critical  public  health  information  from  the  Great  Lakes  Basin. 

The  following  chart  summarizes  the  toxicological  profiles  outputs  for  FY  199S  and 
the  outputs  estimated  for  FYs  1996  and  1997. 
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Toxicolooical  Profiles  Outputs 


Tox  Profile  Development  12  6  6 

Site-Specific  Emergency  Health  Consults       140  120         120 

Health  Education  -  Dissemination  of  health  information  is  an  important  mission  of 
ATSDR.   In  addition  to  health  education  efforts,  ATSDR  has  a  Board  of  Scientific 
Counselors  that  provides  advice  and  guidance  to  the  Administrator  on  ATSDR 
programs  to  ensure  scientific  quality,  timeliness,  usefulness,  and  dissemination 
of  results. 

The  health  education  State  cooperative  agreement  program  will  continue  site- 
specific  activities  including  participation  in  site  visits,  dissemination  of  case 
studies,  public  health  statements  and  fact  sheets,  and  conducting  meetings  with 
State  health  departments,  citizens  and  health  professionals.   Additionally,  ATSDR 
will  continue  the  Historically  Black  Colleges  and  Universities  Site-Specific 
Training/Outreach  program. 

The  following  chart  summarizes  the  health  education  outputs  for  FY  1995  and  the 
outputs  estimated  for  FYs  1996  and  1997. 

Health  Education  Outputs 


Cooperative  Agreement  States 
Case  Studies  Distributed 
Health  Professionals  Trained 


PV  1995 

FY  1996 

FY  1997 

18 

15 

15 

50,000 

40,000 

40.000 

5.000 

4,000 

4.000 
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Vaccines  for  Children 

Authorizing  Legislation  -  Social  Security  Act,  Title  XIX,  Section  1928 


1995  1996 

Actual Policy 


1997 

FTE 

BA 

0 

$523, 952, 

000 

0   $243,500,000*     0   $374,000,000 

1997  Authorization Indefinite 

•  Reimbursements  by  Health  Care  Financing  Administration  continued  in  FY  1995 . 


RATIONALE  FOR  BPDGF.T  REQUEST 

Vaccine  Purchase i 

In  accordance  with  the  President's  Childhood  Immunization  Initiative,  CDC 
coordinates  the  Vaccines  for  Children  (VFC)  program  as  authorized  by  Public 
Law  103-66,  the  Omnibus  Budget  Reconciliation  Act  of  1993.   Under  the  VFC 
program,  federally  purchased  vaccines  will  be  distributed  to  public  health 
clinics  and  private  providers,  enabling  vaccination  of  all  eligible  children. 
Current  estimates  are  that  60  percent  of  the  Nation's  children  will  be 
eligible  for  immunization  under  VFC.   Funds  for  this  program  are  transferred 
from  the  Medicaid  appropriation  of  the  Health  Care  Financing  Administration. 
As  an  entitlement  program,  additional  funds  may  be  required  to  meet  needs 
realized  as  the  program  progresses.   This  program  provides  for  the  purchase  of 
vaccines  for  all  children  without  insurance,  those  eligible  for  Medicaid, 
Native  American  children,  and  those  children  who  are  underinsured  and  receive 
care  through  Federally  Qualified  Health  Clinics. 

The  VFC  Program  provides  the  financial  security  needed  to  make  the  national 
immunization  system  truly  viable  and  permanent.   First,  VFC  avoids  the 
potential  fluctuation  of  discretionary  appropriations  by  ensuring  funds  for 
vaccines  will  be  available.   Second,  the  VFC  program  ensures  that,  as  new 
pediatric  vaccines  are  introduced  and  recommended,  eligible  children  in  all 
States  will  have  equal  access  to  new  vaccines.   Third,  the  VFC  program 
eliminates  State  and  Federal  purchase  of  vaccines  through  Medicaid  at  the  much 
more  expensive  private  prices  and  allows  the  CDC  to  purchase  vaccines  for 
those  children  at  reduced  Federal  contract  prices .   Finally,  the  VFC  program 
makes  federally  purchased  vaccines  available  through  private  physicians, 
increasing  the  number  of  sites  where  needy  children  can  receive  recommended 
vaccines  on  time,  thus  reducing  missed  opportunities,  and  reducing  referrals 
to  overburdened  public  clinics. 

FY  1997  Reguest: 

The  request  includes  $4  98,548,000  for  vaccine  purchase  and  $25,404,000  to 
operate  vaccine  distribution  systems;  process  orders  from  the  States  and  from 
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physicians  in  the  private  sector  who  will  be  participating  in  the  VFC  program; 
conduct  provider  recruitment  and  enrollment  activities;  and  develop  and 
implement  accountability  and  evaluation  plans.   CDC  projects  that  90  percent 
of  children  will  receive  the  full  series  of  vaccines  by  two  years  of  age  by 
the  year  2000. 


Outputs : 

Percent  of  Children  Immunized  by  Antigen  (Goals) 

1996       1997 


1994/1995 

Actual  * 

Under  2 

DTP  3  + 

94 

OPV  3  + 

84 

MMR 

89 

Hib  3  + 

90 

Hep  B3 

58 

School  Entrv 

2 

DTP 

95 

OPV 

95 

MMR 

95 

•  Results  of  the  National  Immunization  Survey  (NIS)  estimates  of  vaccination 
coverage  levels  for  children  under  two  are  for  the  last  three  quarters  of  1994 
and  the  first  quarter  of  1995. 


VFC  PROGRAM  OUTLAY  ESTIMATES 
(Dollars  in  Millions) 


FY  1995 

FY  1996 

FY  1997 

Actual « 

Appropr  i  a  t  i  on 

Estimate 

VFC  VACCINE 

213.8 

349.3 

498.5 

VFC  VACCINE  DISTRIBUTION 

11.3 

10.3 

10.6 

VFC  VACCINE  ORDERING 

8.8 

3.8 

3.9 

VFC  OPERATIONS 

9-6 

10.6 

10.9 

TOTAL 

$243.5 

$374.0 

$523.9 

Reimbursements  by  Health  Care  Financing  Administration  continued  in  FY  1995. 
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Preventive  Health  and  Haalth  Services  Block  Grant 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policy 

Estimate 

Alabama 

$    2,571,655 

$   2,814,063 

$  2,813,961 

Alaska 

561,100 

580,118 

580,096 

American  Samoa 

86,291 

85,013 

85,010 

Arizona 

1,685,704 

2,177,561 

2,177,486 

Arkansas 

1,442,890 

1,568,313 

1,588,256 

California 

10,966,382 

13,489.030 

13,488,611 

Colorado 

1,978,535 

2,215.454 

2,215,376 

Connecticut 

2,357,890 

2,511,002 

2,510,908 

Delaware 

297,908 

350,176 

350,165 

Dist .  of  Columbia 

1,266,049 

1,217,861 

1,217,809 

Florida 

4,738,995 

5,676,947 

5,876,766 

Georgia 

4,962,432 

5,317,629 

5,317,431 

Guam 

359,205 

344,703 

344,688 

Hawaii 

1,271,413 

1.291,968 

1,291,917 

Idaho 

593,024 

668,534 

668,511 

Illinois. 

3,780,312 

4,743,494 

4,743,352 

Indiana 

2,710,433 

3,108,808 

3,108,702 

Iowa 

1,783,899 

1.939.S95 

1,939.525 

Kansas 

1,522,514 

1,671,413 

1,671,353 

Kentucky 

2,169,308 

2,402,823 

2,402,737 

Louisiana 

4,737,552 

4,801,137 

4,800.946 

Maine 

1.457,436 

1,467.023 

1,466.965 

Marshall  Islands 

42,199 

43.590 

43.588 

Maryland 

3,047,856 

3,336.134 

3.336,013 

Massachusetts 

4.412,345 

4,690.519 

4,690,344 

Michigan 

6.412.252 

6,898,868 

6,898.614 

Micronesia 

104,204 

109,287 

109,283 

Minnesota 

4.105.612 

4.253,755 

4.253.591 

Mississippi 

2.363.845 

2,453,080 

2.452.986 

Missouri 

4.043.925 

4,274,161 

4,274.000 

Montana 

1.077.455 

1.079,139 

1.079.096 

Nebraska 

2.716.848 

2,660.196 

2, CC0, 086 

Nevada 

605,911 

718.911 

718.887 

New  Hampshire 

2.330.726 

2,254,011 

2.253.916 

New  Jersey 

4.678,784 

5.140,897 

5,140,713 

New  Mexico 

2. 282. 685 

2.269.317 

2,269.225 
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FY  199S  FY  1996  FY  1997 

Actual  Policy  Estimate 

New  York  11,173,731  12,194,225  12,193,785 

North  Carolina  4,411,838  4,812,814  4,812,640 

North  Dakota  415,485  449,136  449,120 

North  Mariannas  65,099  64,196  64,193 

Ohio  7,357,667  7,939,104  7,938,813 

Oklahoma  1,513,611  1,740,975  1,740,917 

Oregon  1,149,758  1,393,150  1,393,106 

Palau  34,458  33,127  33,126 

Pennsylvania  7,752,966  8,401,704  8,401,398 

Puerto  Rico  2,541,256  2,719,202  2,719,101 

Rhode  Island  772,157  814,012  813,982 

South  Carolina  1,980,069  2,213,046  2,212,968 

South  Dakota  376,207  422,965  422,950 

Tennessee  2,612,767  2,9S8,927  2,958,825 

Texas  6,451,552  7,934,144  7,933,897 

Utah  1,549,928  1,628,759  1,628,697 

Vermont  443,374  468,744  468,727 

Virginia  3,279,365  3,719,797  3,719,669 

Virgin  Islands  284,009  270, 566  270,554 

Washington  l, 596, 3  22  2,053,159  2,053,098 

West  Virginia  1,461,855  1,534,970  1,534,911 

Wisconsin  3,169,066  3,4  54,2  70  3,454,145 

Wyoming                        368-884  389.47a  389  463 

GRAND  TOTAL  $152,487,000       $168,4S5,000       $168,449,000 
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Detail  of  Full-Time  Equivalent  Employment  (FTE) 

1996 

1995  Current       1997 

Actual  Estimate     Estimate 

Office  of  the  Director 105  105          105 

Office  of  Program  Support....        719  719          719 

Office  of  Health  and  Safety..         24  24           24 

CDC  Washington  Office 9  9           9 

Office  of  Program  Planning 

and  Evaluation 17  17           17 

Office  of  Public  Affairs 17  17           17 

Epidemiology  Program  Office..        110  110          110 

International  Health  Program 

Office 96  96           96 

Public  Health  Practice 

Program  Office 200  200          200 

National  Immunization  Program        265  285          285 

National  Center  for  Chronic 
Disease  Prevention  and  Health 

Promotion 549  549           549 

National  Center  for  Environmental 

Health  341  341         341 

National  Center  for  Injury 

Prevention  and  Control 103  103          103 

National  Center  for  Health 

Statistics 519  519           519 

National  Center  for  Infectious 

Diseases 983  983          983 

National  Center  for  HIV.STD, 

and  TB  Prevention 972  972         972 

National  Institute  for  Occupational 

Safety  and  Health 1,317  1,264        1,264 

ATSDR 222  222         222 

TOTAL 6,705  6,652         6,652 

Average  GS/GM  Grade               1993:  10.5  1994:  10.8       1995:  10.9 

1996:  10.9  1997:  10.9 
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Program  Administration 
Detail  of  Positions 


Executive  level  I 
Executive  level  II 
Executive  level  III 
Executive  level  IV 
Executive  level  V 

Subtotal 

Total  -  Exec.  Lev.  Sal 


1997 

Estimate 


ES-6 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

Subtotal  ES 
Total  -  ES  Salary 

GS-15 
GS-14 
GS-13 
GS-12 
GS-11 
GS-10 
GS-9 
GS-8 
GS-7 
GS-6 
GS-5 
GS-4 
GS-3 
GS-2 
GS-1 
Subtotal  GS   


Commissioned  Corps 
Subtotal 


Wage  Grade 
Subtotal 


1 

1 

1 

4 

4 

4 

9 

9 

9 

3 

3 

3 

3 

3 

3 

0 

0 

0 

20 

20 

20 

2,511.221 

2.573,248 

2.650,445 

262 

262 

262 

551 

551 

551 

1,259 

1,259 

1.259 

1.040 

1.040 

1.040 

653 

653 

653 

22 

22 

22 

526 

526 

526 

99 

99 

99 

449 

449 

449 

367 

367 

367 

198 

198 

198 

51 

51 

51 

18 

18 

18 

4 
1 

4 

1 

4 
1 

5.500 

5,500 

5.500 

725 

725 

725 

191 

191 

191 

Total  full-time  equivalent 
employ  ment,  end  of  year^ 


Full-time  equivalent  (FTE) 
usage 


6.652 


Average  ES  level 

3.84 

384 

384 

Average  ES  salary 

111,116 

113.861 

117,276 

Average  GS  grade 

10.94 

1094 

10.94 

Average  GS  salary 

46.947 

48.107 

49,550 

Average  Special  Pay 

categories: 

Average  Com  Corps  Salary 

53.475 

54.796 

56.440 

Average  Wage  Grade  Salary 

32.015 

32.806 

33,790 
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CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

463.305 

506,390 

521,222 

14.832 

Extramural  Programs: 

o  Cooperative  Agreements 

501,204 

524.177 

562,521 

38.344 

114,358 

114,440 

136,471 

22.031 

o  Grants 

934.482 

951.620 

951,620 

0 

o  Evaluations 

8.653 

8.653 

8,653 

0 

o  Other 

0 

(31,000) 

(31,000) 

0 

Subtotal,  Extramural 

1,558,697 

1,567,890 

1,628,265 

60.375 

Program  Management 

83,340 

80,413 

80,413 

0 

Total 

2.125,342 

2,154,693 

2,229,900 

75,207 
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OFFICE  OF  THE  DIRECTOR 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995           FY  1996           FY  1997 

CHANGE 
97/96 

Intramural  Programs 

33,977             45.615             45.615 

0 

Extramural  Programs: 

o  Cooperative  Agreements 

719 

719 

719 

0 

2.341 

2.341 

2.672 

531 

11,063 

3.721 

3.721 

0 

6.653 

8.653 

8.6S3 

0 

o  Other |                   0 

(31.000)           (31.000) 

0 

Subtotal.  Extramural 

22.776           (15.566J          (15,035) 

531 

Program  Management 

71 .622  ■            71,622 

71.622 

0 

Total _ _ 

128.375 

101,671 

102502 

531 

Other  category  contains  the  FY  1996  and  FY  1997  Administrative  Reduction. 
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EPIDEMIOLOGY  PEOGRAM  OFFICE 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995         IFY1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

11.282!            11.282 

11,282 

0 

Extramural  Programs: 

o  Cooperative  Agreements 

5.019 

5.019 

5.019 

0 

318 

318 

318 

0 

o  Grants 

0                      0 

0 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

o 

0 

0 

o 

Subtotal,  Extramural 

5.337 

5.337 

5,337 

•I 

Program  Management 

1.190 

1.190 

1,190 

0 

Total 

17.809 

17.809 

17,809 

0 

!                   ! 

378 


INTERNATIONAL  HEALTH  PROGRAM  OFFICE 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

!    CHANGE 
FY  1997                  97/96 

Intramural  Programs 

1,790 

1,790 

1,790                       0 

Extramural  Programs: 

o  Cooperative  Agreements 

0 

0 

0 

0 

0 

0 

0 

0 

o  Grants 

0 

0 

0 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

Subtotal,  Extramural 

0 

0 

0 

0 

Program  Management 

237 

237 

237 

0 

Total 

2,027 

2,027 

2,027 

0 

379 


PUBLIC  HEALTH  PRACTICE  PROGRAM  OFFICE 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

8.466 

8.466 

8,468 

0 

Extramural  Programs: 

o  Cooperative  Agreements 

5,728 

5,728 

5,728 

0 

2.051 

2.051 

2.051 

0 

o  Grants 

0 

0 

0 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

Subtotal,  Extramural , 

7,779 

7.779 

7,779 

0 

Program  Management 

2,551 

2.551 

2,551 

0 

Total 

18.796 

18.796 

18,796 

0 
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NATIONAL  CENTER  FOR  CHRONIC  DISEASE 
PREVENTION  AND  HEALTH  PROMOTION 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

55,701 

71,948 

70,291 

(1.657 

Extramural  Programs: 

o  Cooperative  Agreements 

84.609 

84.609 

84,609 

0 

o  Contracts 

16,561 

18,561 

18,561 

0 

o  Grants 

259.209 

288,049 

288,049 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

0 

Subtotal.  Extramural 

362,379 

391.219 

391,219 

0 

Program  Management 

1,815 

1.815 

1,815 

0 

Total 

419,895 

464,982 

463,325 

(1.657 
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NATIONAL  CENTER  FOR  ENVIRONMENTAL  HEALTH 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


PC  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

18.239 

18239 

18,239 

0 

Extramural  Programs: 

13.602 

13.602 

13,602 

0 

4,766 

4.766 

4,766 

0 

34,362 

38.032 

38.032 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

52,730 

56,400 

56,400 

0 

Program  Management 

356 

356 

356 

0 

Total 

71,325 

74,995 

74,995 

0 

382 


NATIONAL  CENTER  ■  FOR  HEALTH  STATISTICS 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


Intramural  Programs.. 


Extramural  Programs: 


FY  1995 


[FY  1996 


30,502 


o  Cooperative  Agreements. 


o  Contracts .. 


o  Grants.. 


o  Evaluations 


o  Other.. 


Subtotal,  Extramural. 


Program  Management .. 
Total 


19.632 


2,927 


53,061 


2.166 


17,556 


19,722 


39.549 


CHANGE 
97/96 


6,827 1 


(13.000) 


2.166 


28.556; 


30,722 


37,549 


11,000 


J2JJO0: 
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NATIONAL  CENTER  FOR  HIV/AIDS,  STD,  AND  TB  PREVENTION 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

84.035 

84,035 

109,288 

25,253 

Extramural  Programs: 

o  Cooperative  Agreements 

290,453 

290,453 

290,867 

414 

o  Contracts 

14,754 

14,754 

21,754 

7,000 

o  Grants 

259,451 

262,421 

262,421 

0 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

Subtotal,  Extramural 

564,658 

567,628 

575,042 

7,414 

Program  Management 

1,270 

1,270 

1,270 

0 

Total 

649,963 

652,933 

685,600 

32,667 

24-955    96-13 
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NATIONAL  CENTER     FOR  INFECTIOUS  DISEASE 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

86,232 

94,232 

98,468 

4,236 

Extramural  Programs: 

o  Cooperative  Agreements 

21,398 

26,053 

43,983 

17,930 

o  Contracts 

12.588 

12.588 

16,088 

3.500 

53 

53 

53 

0 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

Subtotal,  Extramural 

34,039 

38,694 

60,124 

21.430 

Program  Management 

368 

368 

368 

0 

Total 

122,639 

133,294 

158.960 

25.666 
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NATIONAL  CENTER     FOR  INJURY  PREVENTION  AND  CONTROL 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

10,057 

10,057 

10,057 

0 

Extramural  Programs: 

o  Cooperative  Agreements 

29,050 

32,160 

32,160 

0 

1,953 

1,953 

1,953 

0 

o  Grants 

0 

0 

0 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

Subtotal,  Extramural 

31,003 

34,113 

34,113 

0 

Program  Management 

353 

353 

353 

0 

Total 

41,413 

44  523 

44,523 

0 

386 


NATIONAL  IMMUNIZATION  PROGRAM 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

22,658 

22.658 

22.658 

0 

Extramural  Programs: 

o  Cooperative  Agreements 

13,919 

29,119 

49,119 

20,000 

o  Contracts 

32,670 

32,670 

32,670 

0 

o  Grants 

355,783 

344.783 

344,783 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

Subtotal,  Extramural 

402,372 

406,572 

426,572 

20.000 

Program  Management 

291 

291 

291 

0 

Total 

425,321 

429,521 

449,521 

20.000 
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NATIONAL  INSTITUTE  FOR  OCCUPATIONAL  SAFETY  AND  HEALTH 
FUNDING  BY  MECHANISM 

(DOLLARS  IN  THOUSANDS) 


FY  1995 

FY  1996 

FY  1997 

CHANGE 
97/96 

Intramural  Programs 

118.366 

118,241 

118,241 

o 

Extramural  Programs: 

o  Cooperative  Agreements 

34.549 

34.549 

34,549 

0 

6,882 

6,882 

6,882 

0 

o  Grants 

14,561 

14,561 

14,561 

0 

o  Evaluations 

0 

0 

0 

0 

o  Other 

0 

0 

0 

0 

Subtotal,  Extramural 

55,992 

55,992 

55,992 

0 

Program  Management 

360 

360 

360 

0 

Total 

174,718 

174,593 

174,593 

0 
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CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 
ONGOING/PROPOSED  FACILITIES  PROJECTS 


Proiect 


Proiect/Descnpiion 


Status 


Estimated 
Year  &  Funding 
Cost 


Source 


Occupational        Construct  a  state  of  the       Under  construction  -        $24,000,000        FY  1991  CDC 


Safety  and 

Health 

Laboratory 

Morgantown. 

WV 


art  occupational  safety        anticipated  completion 


Appropriation 


and  health  laboratory 
in  Morgantown,  WV. 


1996. 


Construction 

$  6.000,000 

FY  1992  CDC 
Appropriation 

Equipment 

$9,000,000 

FY  1992  CDC 
Appropriation 

Equipment 

$8,500,000 

FY  1993  CDC 
Appropriation 

Equipment 

$6,000,000 

FY  1994 

President's 

Request 

Office 
Building 
Atlanta,  GA 

Design/construct 
100,000  sq  ft  office 
building. 

Contract  awarded 
August  1993. 
Completed  Dec. 
1995 

$24,000,000 

FY  1989  GSA 
Appropriation 
Lease /Purchase 

Environmental 
Laborabory 
Chamblee,  GA 

Construct 

environmental 

laboratory. 

Design  completed  - 
procurement  pending 
completion  1996. 

Design 

$  2,800,000 

FY  1987  CDC 
Appropriation 

Construction 

$24,000,000 

FY  1989  GSA 
Appropriation 

Biosafety  Level 
II  &  III 

Laboratory 
Atlanta,  GA 

Design  Laboratory 

Awarded  Feb.  1996. 
Design  completion 
anticipated  Mar.  98 

$5,000,000 

FY  1992 
Appropriation 

Design/construct 
replacement  2&3 
Appropriation 
laboratory  -  partial 
funding. 

GSA  planning  process 

$42,000,000 

FY  1993  GSA 
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Wednesday,  May  1,  1996. 
HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

WITNESSES 

CIRO  V.  SUMAYA,  ADMINISTRATOR 

THOMAS    G.    MORFORD,    ASSOCIATE    ADMINISTRATOR    FOR    OPER- 
ATIONS AND  MANAGEMENT 
MARILYN  H.  GASTON,  DIRECTOR,  BUREAU  OF  PRIMARY  HEALTH  CARE 
PAUL  M.  SCHWAB,  ACTING  DHIECTOR,  BUREAU  OF  HEALTH  PROFES- 
SIONS 
AUDREY  H.  NORA,  DIRECTOR,  MATERNAL  AND  CHILD  HEALTH  BU- 
REAU 
WILLIAM  H.  ASPDEN,  JR.,  ACTING  DHIECTOR,  BUREAU  OF  HEALTH  RE- 
SOURCES DEVELOPMENT 
JEFFREY  HUMAN,  DHIECTOR,  OFFICE  OF  RURAL  HEALTH  POLICY 
JOSEPH  F.  O'NEILL,  ASSOCIATE  ADMINISTRATOR  FOR  AIDS 
DENNIS  P.  WILLIAMS,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET, 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

The  hearings  on  the  budget  of  the  Department  of  Health  and 
Human  Services  continue  with  the  Health  Resources  and  Services 
Administration.  And  we  are  pleased  to  welcome  the  Administrator, 
Dr.  Ciro  V.  Sumaya,  today.  And  if  you  would  introduce  the  people 
who  are  with  you  at  the  table,  and  then  proceed  with  your  testi- 
mony, that  would  be  fine. 

Dr.  Sumaya.  Thank  you,  Mr.  Chairman,  and  members  of  the 
committee. 

I  am  pleased  to  present  the  fiscal  year  1997  budget  of  the  Health 
Resources  and  Services  Administration. 

Introduction  of  Witnesses 

Accompanying  me,  at  the  table,  to  my  far  right,  is  Mr.  Dennis 
Williams,  the  Deputy  Assistant  Secretary  of  Budget,  from  the  De- 
partment of  Health  and  Human  Services.  Next  is  Dr.  Joe  O'Neill, 
Associate  Administrator  for  AIDS;  Mr.  William  Aspden,  Acting  Di- 
rector of  the  Bureau  of  Health  Resources  Development;  Dr.  Marilyn 
Gaston,  Director  of  the  Bureau  of  Primary  Health  Care.  To  my  im- 
mediate left,  Mr.  Tom  Morford,  the  Associate  Administrator  for  Op- 
erations and  Management;  Dr.  Audrey  Nora,  Director  of  Maternal 
and  Child  Health  Bureau;  Mr.  Paul  Schwab,  Acting  Director,  Bu- 
reau of  Health  Professions;  and  Mr.  Jeffrey  Human,  Director  of  the 
Office  of  Rural  Health  Policy. 

Opening  Statement 

HRSA  provides  quality  health  care  and  services  to  our  Nation's 
underserved  and  more  vulnerable  populations.  Those  we  serve  are 
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the  uninsured,  the  working  poor,  the  geographically  isolated,  moth- 
ers and  children,  and  HIV-infected  persons.  In  other  words,  those 
who  have  significant  barriers  to  or  special  needs  in  health  care  and 
often  have  no  other  alternative.  Many  of  these  are  individuals  not 
covered  by  private  health  insurance.  Many  are  not  covered  by  Med- 
icare or  Medicaid.  HRSA  is  in  effect  the  provider  of  last  resort. 

Unfortunately,  the  pool  of  American  people  we  serve  is  increas- 
ing. For  example,  analysis  by  Brookings  Institute  and  Harvard 
University  economics  indicate  that  the  number  of  uninsured  may 
rise  from  the  41  or  somewhere  between  40  and  45  million  we  have 
today  to  possibly  up  to  65  million  in  five  years.  In  1980,  about  11 
million  children  under  18  years  of  age  lived  in  poverty.  By  1994, 
this  number  increased  to  almost  15  million. 

Exacerbating  the  problem  is  that  even  if  some  of  these  people  are 
covered  by  Medicaid,  or  some  other  type  of  insurance,  many  provid- 
ers do  not  accept  them  as  patients,  creating  an  increasing  burden 
on  the  HRSA  safety  net.  We  also  face  other  challenges  of  the  health 
care  system,  which  is  undergoing  rapid  change.  There  is  an  in- 
crease in  the  number  and  type  of  managed  care  arrangements  of 
serving  a  large  proportion  of  our  insured  but  not  uninsured  popu- 
lation. Public  hospital  systems  are  being  dismantled.  And  we  see 
more  responsibility  for  allocating  and  managing  resources  being 
moved  to  fiscally  strained  state  and  local  levels. 

With  all  these  changes,  sometimes  and  oftentimes  health  care 
services  lose  in  the  transfer,  particularly  those  for  the  uninsured 
and  high  risk  populations.  We  are  very  concerned  about  the  future 
health  care  issues  faced  by  America's  progressively  growing  num- 
ber of  underserved  people. 

I  want  to  discus  the  measures  HRSA  is  taking  to  meet  these 
challenges.  We  are  making  a  concerted  effort  to  provide  the  leader- 
ship that  is  crucial  in  providing  quality,  high  quality  care  in  this 
changing  environment.  We  have  developed  a  broad  strategic  plan 
which  we  believe  will  keep  HRSA  on  the  leading  edge  of  health 
care  delivery  and  services  into  the  21st  century. 

This  is  not  simply  a  statement  of  good  intention,  but  a  viable 
strategy  reinforced  by  my  agency's  rigorous  program  priorities 
ranging  from  a  new  emphasis  on  managed  care  to  developing  aca- 
demic and  community  partnerships  which  provide  real  world  edu- 
cation to  health  care  professionals  and  genuine  services  to  commu- 
nities. We  are  seeking  a  range  of  partnerships,  particularly  with 
state  and  local  governments,  to  take  advantage  of  broader  knowl- 
edge of  issues  and  needs  in  the  community  and  to  combine  re- 
sources so  that  we  provide  the  maximum  impact  for  Federal,  state 
and  local  dollars. 

Doing  more  with  less  has  become  a  cliche  in  Government  and  in- 
dustry. Not  only  is  HRSA  doing  more  with  less,  but  we  are  stretch- 
ing the  impact  of  every  dollar  so  that  the  taxpayers'  dollars  we  in- 
vest in  the  Nation's  health  care  system  have  an  impact  that  brings 
value  far  in  excess  of  the  funds  spent.  For  example,  we  are  propos- 
ing to  consolidate  47  categorical  programs  into  7  clusters  to  provide 
more  flexibility  in  awarding  funds  and  a  simpler  process  for  the 
grantees. 

A  clear  example  of  the  effectiveness  of  our  efforts  in  stretching 
dollars  and  delivering  primary  care  or  quality  care  and  services  is 
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our  proposed  consolidated  health  centers  cluster.  First,  let  me  cite 
some  demographics.  Our  centers  care  for  about  8  million  people,  66 
percent  are  below  the  poverty  level,  44  percent  are  children,  and 
61  percent  are  minorities.  I  am  proud  to  point  out  that  in  serving 
these  individuals,  each  Federal  grant  dollar  we  invest  helps  to  le- 
verage nearly  two  and  a  half  additional  dollars. 

Moreover,  patients  who  regularly  use  our  health  centers  require 
20  to  30  percent  fewer  dollars  to  cover  their  total  health  care  costs 
per  year  than  those  using  other  providers.  Not  only  are  we  talking 
about  dollars,  but  these  health  centers  also  provide  quality  care. 
Compared  to  similar  patients,  people  who  use  our  centers  have 
lower  hospital  admission  rates,  shorter  hospital  stays,  lower  infant 
mortality  rates,  and  good  immunization  rates.  Additionally,  HRSA 
is  about  to  launch  a  major  effort  to  accelerate  even  further  the  im- 
provement in  quality  of  care  and  services  we  provide  in  these  cen- 
ters and  other  health  facilities  within  the  agency. 

Moreover,  the  health  center  program  also  contributes  to  the  over- 
all economic  health  and  development  of  impoverished,  underserved 
communities  and  residents,  creating  additional  revenues,  creating 
more  jobs  and  various  other  economic  opportunities. 

Another  example  of  successful  service  impact  and  sound  invest- 
ment is  our  Maternal  and  Child  Health  Block  Grant  program.  Our 
annual  investment  of  nearly  $700  million  combines  with  an  addi- 
tional $1  billion  in  state  and  local  funds  and  another  $1  billion  in 
other  Federal  funds,  principally  Medicaid.  Thus,  every  Maternal 
and  Child  Health  dollar  invested  facilitates  almost  $4  in  health 
care. 

Of  course,  the  most  important  aspect  of  the  Maternal  and  Child 
Health  program  is  the  people  served.  The  block  grant  touches  the 
lives  of  over  15  million  Americans,  including  1.5  million  pregnant 
women,  2  million  infants,  and  about  9  million  children.  Through 
the  block  grant,  HRSA  provides  leadership  in  strengthening  core 
public  health  functions  for  mothers  and  children,  and  building  the 
infrastructure  of  public  health  programs  at  state  and  community 
levels  and  in  ensuring  the  provision  of  critical  services  to  mothers 
and  children.  Our  objectives  are  the  same:  provide  the  best  care 
possible,  stretch  every  dollar  and  combine  skills  of  people  and 
funds  to  increase  value  and  impact  so  that  the  whole  is  greater 
than  the  sum  of  the  parts. 

HRSA  remains  a  part  of  the  national  offense  against  the  AIDS 
epidemic.  Our  Ryan  White  Title  I  and  II  monies  combine  with  city 
and  state  funds  to  help  state  and  local  governments  in  this  battle 
to  deal  with  the  continuing  increase  in  AIDS  patients.  Our  Title  III 
funds  enable  about  153  grantees  to  provide  comprehensive  services, 
including  HIV  testing,  medical  evaluation  and  clinical  care  to  thou- 
sands. 

Finally,  our  Title  IV  supports  programs  in  20  states  and  terri- 
tories to  about  20,000  individuals,  one-third  of  whom  are  children 
ages  2  to  12,  and  25  percent  of  whom  are  women  over  21.  The  Ryan 
White  programs  are  working  together  as  well  as  collaborating  with 
other  HRSA  programs,  such  as  Maternal  and  Child  Health,  Rural 
Health  programs,  the  Health  Centers  and  the  Health  Professions 
Training  and  Education  programs,  to  create  a  more  comprehensive, 
coordinated  approach  against  AIDS. 
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Our  efforts  with  regard  to  academic  and  community  partnerships 
are  designed  to  provide  Federal  leadership  and  training  to  the  next 
generation  of  health  professionals  through  academic  linkages  with 
communities,  moving  clinical  education  beyond  the  teaching  hos- 
pital setting  and  into  community  based  sites.  We  believe  that  the 
dollars  we  invest  in  the  development  and  training  of  health  care 
practitioners  need  to  be  oriented  so  that  the  individuals  we  train 
can  provide  the  care  and  services  as  needed  by  the  community, 
which  means  continuing  to  have  Federal  leadership  to  improve  the 
distribution  of  our  health  professionals,  the  diversity  within  the 
health  professional  pool,  the  competency  and  skills,  particularly 
with  sociocultural  areas,  and  also  in  the  mix  of  generalist  and  spe- 
cialist, many,  many  of  these  features  which  are  not  addressed  by 
the  marketplace. 

We  carry  this  philosophy  of  academic  and  community  partner- 
ships in  training  health  professionals  into  the  rural  health  setting 
as  well.  Our  telemedicine  and  long  distance  education  projects,  for 
example,  allow  hard  pressed  physicians  practicing  in  rural  settings 
the  benefits  of  consultation  with  experts  in  academic  health  centers 
and  permit  the  training  of  future  health  professionals  in  rural  and 
small  community  clinics. 

Besides  sketching  every  dollar  and  making  continual  efforts  to 
increase  and  improve  care  and  services  to  our  growing  constitu- 
encies, we  are  moving  to  deal  with  changes  in  the  health  care  sys- 
tem, and  managed  care.  Managed  care  is  clearly  having  a  profound 
effect  on  health  care  delivery.  During  1995,  the  number  of  Medicaid 
beneficiaries  enrolled  in  managed  care  reached  11.6  million,  or  ap- 
proximately 30  percent  of  the  Medicaid  population,  compared  with 
just  3  percent  in  1983.  Nearly  1  million  individuals  served  by  com- 
munity health  centers  are  enrolled  in  managed  care  organizations, 
and  the  number  is  increasing  rapidly. 

States  are  moving  increasingly  to  use  managed  care  systems  and 
developing  waiver  arrangements  for  managed  care  and  Medicaid 
participants.  HRSA  is  working  to  assure  that  its  program  compo- 
nents and  the  underserved,  vulnerable  populations  they  serve  are 
active  and  knowledgeable  participants  in  those  managed  care  sys- 
tems. 

We  are  also  addressing  the  concerns  of  rural  communities  that 
managed  care  delivery  systems  may  not  adequately  serve  their  spe- 
cial needs.  It  is  clear  that  longstanding  skilled  providers  of  care  to 
these  vulnerable  populations  as  the  health  centers,  Maternal  Child 
Health  programs,  the  Rural  Health  facilities,  Ryan  White  facilities, 
often  are  at  a  competitive  disadvantage  with  aggressive,  well  cap- 
italized, managed  care  organizations  sweeping  across  communities. 
We  want  to  make  sure  that  managed  care  plans  and  providers  are 
aware  and  support  meeting  the  needs  of  these  underserved  popu- 
lations, and  that  an  appropriately  trained  primary  care  work  force 
exists  to  provide  services  in  managed  care  settings. 

With  this  in  mind,  I  have  established  at  HRSA  a  center  for  man- 
aged care  to  help  coordinate  these  efforts.  We  are  working  to  im- 
prove training  and  technical  assistance,  particularly  for  programs 
such  as  the  community  health  centers,  Maternal  Child  Health  Clin- 
ics, and  Ryan  White  CARE  Act  sites,  so  that  they  can  enter  into 
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supportive  contractual  arrangements  with  managed  care  organiza- 
tions. 

We  are  also  providing  technical  assistance  to  rural  areas  which 
have  special  issues  to  consider  as  we  move  into  greater  public  and/ 
or  private  partnerships.  We  are  providing  the  training  of  an  appro- 
priate primary  care  work  force.  HRSA  has  established  priorities  to 
improve  our  relationships  with  state  health  departments  to  help  in- 
tegrate our  programs  with  the  service  delivery  systems  that  com- 
munities around  the  country  are  developing. 

Finally,  Mr.  Chairman,  I  want  to  mention  some  of  our  internal 
management  improvement  activities.  Not  only  are  we  attempting 
to  stretch  and  maximize  our  program  resources,  but  we  are  restruc- 
turing and  reorienting  our  own  organization  to  move  into  the  21st 
century.  We  have  reduced  our  administrative  overhead  through  a 
15  percent  reduction  of  FTEs  over  the  past  two  years  since  I've 
been  at  HRSA. 

More  importantly,  we  are  moving  to  retrain  and  reorient  our 
work  force.  We  have  reorganized  and  streamlined  our  management 
of  human  resources,  begun  a  major  improvement  in  our  techno- 
logical capabilities  and  are  beginning  a  major  employee  training 
and  career  development  effort. 

In  concert  with  these  efforts,  we  are  working  with  the  National 
Academy  of  Public  Administration,  or  NAPA,  to  examine  our  orga- 
nizational structure.  This  study  will  be  completed  in  July,  and  I 
fully  expect  to  further  streamline  HRSA  to  make  it  even  more  ef- 
fective within  the  existing  resources  to  meet  the  challenges  we  face. 

In  summary,  Mr.  Chairman,  I  want  to  say  that  we  in  HRSA 
pledge  to  continue  our  efforts  to  serve  effectively  and  efficiently  the 
underserved  and  those  with  special  needs.  We  will  complement  the 
marketplace  by  addressing  gaps  and  deficiencies  and  assuring 
quality  and  access  to  care  as  well  as  a  generation  of  health  profes- 
sionals that  better  fit  the  needs  of  the  American  people.  We  will 
partner  where  possible  with  the  private  sector  and  other  parts  of 
the  public  sector  to  leverage  additional  fiscal  and  human  resources. 

Our  fiscal  year  1997  request  of  $3.1  billion  is,  I  assure  you,  in- 
vested with  care  and  concern  and  will  enable  us  to  continue  our 
critical  role. 

Thank  you,  sir. 

[The  prepared  statement  of  Dr.  Ciro  Sumaya  follows:] 
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STATEMENT  OF  THE  ADMINISTRATOR  OF  THE 
HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  present  the  fiscal  year  1997  budget  for  the 
Health  Resources  and  Services  Administration  (HRSA) . 

HRSA  provides  quality  health  care  and  services  to  our  Nation's 
underserved  and  vulnerable  populations.   Those  we  serve  are  the 
uninsured,  the  working  poor,  the  geographically  isolated,  mothers 
and  children,  HIV-infected  persons;  in  a  word,  those  who  have 
significant  barriers  to,  or  special  needs  in,  health  care  and 
often  have  no  other  alternative.   HRSA  is,  in  effect,  the 
provider  of  last  resort. 

This  Agency  is  critical  to  the  basic  health  of  millions  of 
Americans.   Often  we  hear  that  Federal  agencies  have 
constituencies  --  groups  of  people  who  benefit  in  some  way  from 
the  work  of  the  agencies.   Our  constituency  is  composed  mostly  of 
those  who  have  no  other  hope,  no  other  source  of  basic  health 
care  or  have  special  needs  that  are  otherwise  difficult  to  meet. 
Many  of  these  are  individuals  not  covered  by  private  health 
insurance,  Medicare  or  Medicaid. 

Unfortunately,  our  constituency  is  increasing.   Analysis  by 
Brookings  Institute  and  Harvard  University  economists  indicate 
that  the  number  of  uninsured  may  rise  from  40  million  today  to 
possibly  65  million  in  five  years.   In  1980,  about  11  million 
children  under  18  years  of  age  lived  in  poverty;  by  1994,  this 
number  increased  to  almost  15  million.  Exacerbating  the  problem 
is  the  fact  that  even  if  some  of  these  people  are  covered  by 
Medicaid,  many  providers  do  not  accept  them  as 
patients  --  creating  an  increasing  burden  on  the  HRSA  safety  net. 

In  addition  to  facing  the  needs  of  a  growing  constituency,  we 
face  the  challenge  of  a  health  care  system  undergoing  rapid 
change .   There  is  an  increase  in  the  number  and  type  of  managed 
care  arrangements  serving  a  larger  proportion  of  our  insured 
populations,  and  we  see  more  responsibility  for  allocating  and 
managing  resources  being  moved  to  State  and  local  levels.   With 
all  this  change,  sometimes  health  care  services  lose  in  the 
transfer,  particularly  those  for  the  uninsured  and  higher  risk 
populations.   We  are  concerned  about  the  future  health  care 
issues  faced  by  American's  growing  number  of  underserved  people. 

I  want  to  discuss  the  measures  HRSA  is  taking  to  meet  these 
challenges.   We  are  making  a  concerted  effort  to  provide  the 
leadership  that  is  crucial  to  providing  high  quality  care  in  this 
changing  environment.   Now,  more  than  ever,  it  is  incumbent  upon 
us  to  assure  that  the  results  of  our  efforts  fulfill  the 
expectations  for  the  scarce  resources  we  invest. 
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We  have  developed  a  broad  strategic  plan  which  we  believe  will 
keep  HRSA  on  the  leading  edge  of  health  care  delivery  and 
services  into  the  21st  century.   This  is  not  simply  a  statement 
of  good  intention  but  a  viable  strategy  reinforced  by  my  Agency's 
rigorous  program  priorities,  ranging  from  a  new  emphasis  on 
managed  care  to  developing  academic  and  community  partnerships 
which  provide  real  world  education  to  health  care  professionals 
and  genuine  service  to  communities.   We  are  seeking  a  range  of 
partnerships,  particularly  with  State  and  local  governments,  to 
take  advantage  of  broader  knowledge  of  issues  and  needs  in  the 
community  and  to  combine  resources  so  that  we  provide  the  maximum 
impact  for  Federal,  State,  and  local  dollars. 

Doing  more  with  less  has  become  a  cliche  in  government  and 
industry.   Not  only  is  HRSA  doing  more  with  less,  but  we  are 
stretching  the  impact  of  every  dollar  so  that  the  taxpayers' 
dollars  we  invest  in  the  Nation's  health  care  system  have  an 
impact  that  brings  value  far  in  excess  of  the  funds  spent .   For 
example,  we  are  proposing  to  consolidate  47  categorical  programs 
into  7  clusters  to  provide  more  flexibility  in  awarding  funds  and 
a  simpler  process  for  the  grantees. 

A  clear  example  of  the  effectiveness  of  our  efforts  in  stretching 
dollars  and  delivering  quality  care  and  service  is  our  proposed 
Consolidated  Health  Centers  Cluster.   First,  let  me  cite  some 
demographics.   Our  centers  care  for  about  eight  million  people. 
Sixty-six  percent  are  below  the  poverty  level;  44  percent  are 
children;  61  percent  are  minorities  --28  percent  African- 
American;  2  7  percent  Hispanic,  and  6  percent  Asian. 

I  am  proud  to  point  out  that  in  serving  these  individuals,  each 
Federal  grant  dollar  we  invest  helps  to  leverage  nearly  two  and 
a-half  additional  dollars.   Patients  who  regularly  use  our  health 
centers  require  20-30  percent  fewer  dollars  to  cover  their  total 
health  care  costs  per  year  than  those  using  other  providers. 
Compared  to  similar  patients,  those  who  use  our  centers  have 
lower  hospital  admission  rates,  shorter  hospital  stays,  and  lower 
infant  mortality  rates. 

We  will  continue  to  stress  value  for  every  dollar  we  invest  in 
our  centers.   Furthermore,  we  are  about  to  launch  a  major  effort 
to  accelerate  the  improvement  in  quality  of  care  and  services  we 
provide  in  these  centers,  in  light  of  new  developments  in  our 
knowledge  of  health  care  delivery  and  generally  recognized 
standards . 

While  HRSA  programs  improve  the  life  and  health  of  underserved 
communities,  these  programs  also  contribute  to  the  overall 
economic  health  and  development  of  impoverished,  underserved 
communities  and  residents.   The  current  health  investment 
generates  over  $2.5  billion  in  revenues,  supports  over  50,000 
jobs,  and  creates  numerous  economic  opportunities  for  residents 
of  impoverished,  underserved  communities  across  the  country. 

Another  example  of  successful  service  impact  and  sound  investment 
is  our  Maternal  and  Child  Health  Block  Grant  program.   Our  annual 
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investment  of  nearly  700  million  dollars  combines  with  an 
additional  one  billion  dollars  in  State  and  local  funds  and 
another  one  billion  in  other  Federal  funds  --  principally 
Medicaid.   Thus,  every  Maternal  and  Child  Health  dollar  invested 
facilitates  almost  four  dollars  in  health  care.    Of  course,  the 
most  important  aspect  of  the  Maternal  and  Child  Health  program  is 
the  people  served.   The  block  grant  touches  the  lives  of  over  15 
million  Americans  including  1.5  million  pregnant  women,  two 
million  infants,  and  about  nine  million  children.   Through  the 
block  grant,  HRSA  provides  leadership  in  strengthening  core 
public  health  functions  for  mothers  and  children,  in  building  the 
infrastructure  of  public  health  programs  at  State  and  community 
levels,  and  in  ensuring  the  provision  of  critical  services  to 
mothers  and  children.   Our  objectives  are  always  the  same  -- 
provide  the  best  care  possible,  stretch  every  dollar,  and  combine 
skills  of  people  and  funds  to  increase  value  and  impact  so  that 
the  whole  is  greater  than  the  sum  of  its  parts. 

HRSA  remains  a  major  part  of  the  national  offense  against  the 
AIDS  epidemic.   Our  Ryan  White  Title  I  and  II  monies  combine  with 
city  and  State  funds  to  help  State  and  local  governments  in  this 
battle  to  deal  with  the  continuing  increase  in  AIDS  patients. 
Our  Title  III  funds  enable  about  150  grantees  to  provide 
comprehensive  services  including  HIV  testing,  medical  evaluation, 
and  clinical  care  to  thousands.   Finally,  our  Title  IV  supports 
programs  in  20  States  and  territories  to  about  20  thousand 
individuals,  a  third  of  whom  are  children  ages  2-12  and  25 
percent  of  whom  are  women  over  21.    The  Ryan  White  programs  are 
working  together  as  well  as  collaborating  with  other  HRSA 
programs  such  as  Maternal  and  Child  Health  to  create  a  more 
comprehensive  coordinated  approach  against  AIDS. 

Our  efforts  with  regard  to  academic  and  community  partnerships 
are  designed  to  provide  Federal  leadership  in  training  the  next 
generation  of  health  professionals  through  academic  linkages  with 
communities,  moving  clinical  education  beyond  the  teaching 
hospital  setting  and  into  community-based  sites.   We  believe  that 
the  dollars  we  invest  in  the  development  and  training  of  health 
care  practitioners  need  to  be  oriented  so  that  the  individuals  we 
train  can  provide  necessary  care  and  services  in  the  community 
and  that  the  community  becomes  a  pivotal  part  of  the  education 
process . 

We  carry  this  philosophy  of  academic  and  community  partnerships 
into  the  rural  health  setting  as  well.   Our  telemedicine  and 
long-distance  education  projects,  for  example,  allow  hard-pressed 
physicians  practicing  in  rural  settings  the  benefits  of 
consultation  with  experts  in  academic  health  centers  and  permit 
the  training  of  future  health  professionals  in  rural  and  small 
community  clinics. 

Besides  stretching  every  dollar  and  making  continual  efforts  to 
increase  and  improve  care  and  services  to  our  growing 
constituency,  we  are  moving  to  deal  with  changes  in  the  health 
care  system. 
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Managed  care  is  clearly  having  a  profound  effect  on  health  care 
delivery.   During  1995,  the  number  of  Medicaid  beneficiaries 
enrolled  in  managed  care  reached  11.6  million  or  approximately  30 
percent  of  the  Medicaid  population  compared  with  just  3  percent 
in  1983.   700,000  individuals  served  by  our  community  health 
centers  are  enrolled  in  managed  care  organizations,  and  the 
number  is  increasing  rapidly.   As  States  move  increasingly  to  use 
managed  care  systems,   HRSA  is  working  to  assure  that  its  program 
components  and  the  underserved,  vulnerable  populations  they  serve 
are  active  and  knowledgeable  participants  in  these  managed  care 
systems.   We  also  will  address  the  concerns  of  rural  communities 
that  managed  care  delivery  systems  may  not  adequately 
serve  their  special  needs.   Furthermore,  long-standing,  skilled 
providers  of  care  to  these  vulnerable  populations  often  are  at  a 
competitive  disadvantage  with  aggressive,  well  capitalized, 
managed  care  organizations  sweeping  across  communities. 

We  want  to  make  sure  that  managed  care  plans  and  providers  are 
aware  of  and  supported  in  meeting  the  needs  of  these  underserved 
populations,  and  that  an  appropriately  trained  primary  care 
workforce  exists  to  provide  services  in  managed  care  settings.   I 
have  recently  established  within  HRSA  a  Center  for  Managed  Care 
to  help  coordinate  these  efforts.   We  will  work  to  improve 
training  and  technical  assistance,  particularly  for  programs  such 
as  the  community  health  centers,  MCH  clinics  and  programs,  and 
Ryan  White  CARE  Act  sites,  so  that  they  can  enter  into  supportive 
contractual  arrangements  with  managed  care  organizations.   We  are 
also  providing  technical  assistance  to  rural  areas  which  have 
special  issues  to  consider  as  we  move  to  greater  public/private 
partnerships . 

HRSA  has  established  priorities  to  improve  our  relationships  with 
State  health  departments  to  help  integrate  our  programs  with  the 
service  delivery  systems  that  communities  around  the  country  are 
developing.   We  also  will  provide  leadership  in  the  training  of 
the  next  generation's  health  professionals,  emphasizing  the  prime 
need  to  meet  community  needs  in  terms  of  access,  distribution, 
and  diversity  of  our  health  care  workforce  --  features  that  are 
not  well  addressed  by  the  marketplace. 

Finally  Mr.  Chairman,  I  want  to  mention  some  of  our  internal 
management  improvement  activities.   Not  only  are  we  attempting  to 
stretch  and  maximize  our  program  resources,  but  we  are 
restructuring  and  reorienting  our  own  organization  to  move  into 
the  21st  century. 

We  have  reduced  our  administrative  overhead  through  the  reduction 
of  about  200  positions  over  the  past  two  years.   More 
importantly,  we  are  moving  to  retrain  and  reorient  our  workforce. 
We  have  reorganized  and  streamlined  our  management  of  human 
resources,  begun  a  major  improvement  in  our  technological 
capabilities,  and  are  beginning  a  major  employee  training  and 
career  development  effort. 

In  concert  with  these  efforts,  we  are  working  with  the  National 
Academy  of  Public  Administration  (NAPA)  to  examine  our 
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organizational  structure.   This  study  will  be  completed  in  July, 
and  I  fully  expect  to  further  streamline  HRSA  to  make  it  even 
more  effective  within  the  existing  resources  to  meet  the 
challenges  we  face. 

In  summary,  Mr.  Chairman,  I  would  say  that  we  in  HRSA  pledge  to 
continue  our  efforts  to  effectively  and  efficiently  serve  the 
underserved  and  those  with  special  needs.   We  will  complement  the 
marketplace  by  addressing  gaps/deficiencies  and  assuring  quality 
and  access.   We  will  partner  where  possible  with  the  private 
sector  and  other  parts  of  the  public  sector  to  leverage 
additional  fiscal  and  human  resources.   Our  FY  1997  request  of 
$3,113,483,000  ($33,099,000  above  the  FY  1996  policy  level)  is,  I 
assure  you,  invested  with  care  and  concern  and  will  enable  us  to 
continue  our  critical  role. 
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Mr.  Porter.  Thank  you,  Dr.  Sumaya. 

UNINSURED  POPULATION 

I  wonder  if  you  could  help  me  put  the  uninsured  population  in 
some  perspective.  I  think  you  said  there  were  40,000  to  45,000  un- 
insured today? 

Dr.  SUMAYA.  Forty-five  million. 

Mr.  Porter.  Million,  I  meant  to  say,  yes.  What  percentage  of 
those  are  served  in  one  way  or  another  through  HRSA?  Is  there 
any  way  of  telling  that  kind  of  figure? 

Dr.  Sumaya.  We  have  some  ball  park  figures  that  we  are  reach- 
ing probably  at  least  20  percent  of  that  group  and  maybe  up  to 
about  50  percent  of  that  group,  I  would  say  in  an  effective  sense. 
The  rest  of  that  grouping  we  are,  our  doors  are  open  to  the  care 
for  those  individuals.  But  the  access  that  they  may  have,  I  think, 
is  in  critical  need  of  addressing.  And  it  may  be  good  to  point  out 
that  these  millions  of  uninsured  individuals,  85  percent  are  either 
workers  or  dependents  of  workers. 

Mr.  PORTER.  Some  of  them  are  uninsurable.  Have  you  done  any 
analysis  of  what  the  Kennedy-Kassebaum  legislation  might  do  to 
allow  some  people  whom  you  may  serve  now  to  be  served  in  the 
private  sector? 

Dr.  Sumaya.  We  haven't  analyzed  that,  but  I  think  we  will  be 
looking  at  that  and  seeing  how  this  applies  to  this  particular  group. 

Mr.  Porter.  It  should  have  some  effect,  at  least  on  your  case- 
loads, with  giving  people  access  to  private  insurance. 

Dr.  Sumaya.  I  would  presume  that  it  could.  But  in  the  face  of 
the  employer  base  decreasing  insurance,  that  is  the  big  factor 
that's  putting  a  larger  number  in  the  uninsured.  In  the  case  of  a 
slowdown  in  the  Medicaid  dollars,  that  will  also  make  an  increased 
burden  in  the  uninsured.  So  these  are,  I  think,  some  additional 
major  factors. 

Mr.  Porter.  Why  don't  you  work  off  the  Senate  bill  and  the 
House  bill  and  put  an  analysis  in  the  record  for  us  as  to  what  you 
see  in  terms  of  effect,  if  either  version  of  that  bill  were  to  be  adopt- 
ed? 

Dr.  Sumaya.  We'd  be  happy  to  do  that. 

[The  information  follows:] 
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Potential  Effect  of  Pending  Health  Insurance  Reform  Legislation 
on  HRSA  Programs 

Both  the  House  and  Senate  have  now  passed  different  versions  of 
bills  which  would  provide  improvements  in  the  health  insurance 
system.   The  Senate  bill  (S.  1028),  known  as  the  "Health 
Insurance  Reform  Act  of  1996,"  passed  the  Senate  on  April  23, 
1996.    The  House  bill 

(H.R.  3103) ,  known  as  the  "Health  Coverage  Availability  and 
Affordability  Act  of  1996,"  passed  the  House  on  March  28,  1996. 

Both  bills  focus  on  the  concept  of  "portability,"  the  ability  for 
workers  to  move  from  one  job  to  the  next  without  losing  health 
coverage .   Both  measures  would  prohibit  insurers  from  denying 
coverage  to  new  enrollees  because  of  pre-existing  medical 
conditions . 

The  Senate  bill  includes  the  following  provisions: 

•  Pre-existing  conditions:  Private  insurance  plans  would  not 
be  allowed  to  limit  or  deny  coverage  for  more  than  12 
months  for  a  medical  condition  that  was  diagnosed  during 
the  previous  6  months.   Once  the  12  month  limit  expires,  no 
new  pre-existing  condition  limit  may  ever  be  imposed  on 
people  maintaining  their  coverage,  even  if  they  change  jobs 
or  health  plans. 

•  Availability  of  Coverage:  Private  health  insurers  could  not 
deny  coverage  to  employers  with  two  or  more  employees . 

•  Renewability :  Private  health  insurers  would  be  required  to 
renew  coverage  as  long  as  premiums  are  paid . 

•  Portability:  Workers  covered  by  insurance  who  lost  their 
jobs  would  be  able  to  continue  their  coverage  at  their  own 
expense,  or  to  carry  their  coverage  to  a  subsequent 
employer . 

•  Group  Purchasing:  State  laws  prohibiting  voluntary 
coalitions  of  employers  seeking  to  negotiate  favorable 
rates  on  health  insurance  would  be  preempted. 

•  Tax  Deductibility:  The  percentage  of  tax  deductibility  of 
health  insurance  costs  for  the  self-employed  would  be 
increased. 

The  House  bill  has  similar  provisions,  as  well  as  provisions 
providing  for  Medical  Savings  Accounts  and  caps  on  non-economic 
damage  awards . 

The  General  Accounting  Office  has  carried  out  an  initial  study  on 
the  potential  effects  of  this  legislation.   Their  report  on 
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"Health  Insurance  Portability"  was  published  in  September,  1995. 
The  GAO  estimated  that  as  many  as  21  to  25  million  people  per 
year  could  be  affected  by  national  portability  standards. 

The  table  below  shows  the  major  affected  groups  and  the  GAO 
estimate  of  the  number  of  individuals  that  the  proposed 
legislation  could  affect. 


Affected  Group 

Millions  of  People 

Individuals  with  health 
insurance  who  change  jobs 

11.5 

Dependents  of  individuals  with 
health  insurance  who  change  jobs 

6.7 

Individuals  no  longer  eligible 
for  COBRA  continuation  coverage 

1.8  -  2.3 

Individuals  facing  job  lock 

1.0  -  3.6 

Source:  GAO/HEHS-95-2  57  Health  Insurance  Portability 


It  is  clear  from  these  estimates  that  the  major  beneficiaries  of 
this  pending  legislation  are  those  who  have  health  insurance. 
There  are  currently  approximately  40  million  people  without 
health  insurance.   There  is  a  high  correlation  between  income  and 
insurance,  with  lower  income  people  having  a  higher  probability 
of  being  uninsured.   According  to  data  recently  summarized  by  the 
Urban  Institute: 

•  The  poor  (under  100%  of  the  poverty  level)  are 
significantly  underrepresented  in  employer -sponsored 
coverage  categories   -  -  Only  4  percent  receive  this  type 
of  coverage  through  their  own  employer. 

•  Among  the  near  poor  (100  to  200  percent  of  poverty) ,  21 
percent  receive  coverage  through  their  own  employer. 

•  These  percentages  rise  as  income  rises,  with  37  percent  of 
those  between  200  -  400  percent  of  poverty  receiving 
coverage  and  49  percent  of  those  with  incomes  400  percent 
of  poverty  and  above. 

(Source:  The  Urban  Institute,  The   Uninsured  in    Che   United  States: 
A  Status  Report,    April,  1996) . 

This  has  implications  for  the  types  of  clients  served  by  many 
programs  of  the  Health  Resources  and  Services  Administration.   In 
1995,  approximately  10  million  medically  underserved  individuals 
were  served  through  our  primary  health  care  centers  and  non- 
health-center-based  National  Health  Service  Corps  providers. 

Large  proportions  of  these  people  are  low  income.   It  is 
estimated  that: 


66%  are  below  poverty 
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•  20%  are  between  100  and  200  percent  of  poverty 

•  14%  are  above  200  percent  of  poverty 

Linking  these  estimates  to  the  linkage  between  income  and 
insurance  coverage,  it  is  clear  that  the  clients  served  in  these 
centers  have  a  very  low  rate  of  employer -based  insurance 
coverage.    Recent  estimates  of  insurance  status  of  people  served 
show  the  following: 

•  Medicaid  Coverage:  38% 

•  Medicare  Coverage:  10% 

•  Uninsured  4  0% 

•  Other  Insured  12% 

Consequently,  for  many  of  these  clients,  there  is  not  likely  to 
be  a  significant  impact  from  this  legislation. 

For  some  of  our  other  programs,  however,  there  may  be  a  more 
significant  impact.   For  the  population  served  by  the  Ryan  White 
CARE  Act  program  for  people  with  AIDS  or  HIV  infection,  the 
provisions  on  prohibiting  insurers  from  denying  coverage  to  new 
enrollees  because  of  preexisting  conditions  and  improved 
portability  could  be  significant.   These  improvements  in  coverage 
could  also  apply  to  individuals  served  by  the  Maternal  and  Child 
Health  program,  particularly  individuals  with  children  with 
special  health  care  needs. 

HRSA  intends  to  undertake  a  more  careful  analysis  of  the  linkage 
among  lack  of  health  insurance,   Medicaid  coverage,  and  the 
populations  that  we  serve.   It  is  intended  that  we  will  have 
better  data  on  this  issue,  and  we  will  be  better  able  to  predict 
the  effect  of  changes  in  policy. 
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Dr.  Sumaya.  I  think  Dr.  Gaston  would  have  a  few  comments  on 
that  as  well. 

Dr.  Gaston.  We've  seen  some  recent  projections  that  say  by  the 
year  2002  the  41  million  currently  uninsured  will  be  up  to  around 
65  or  66  million.  Of  that  number,  it's  projected  that  around  16  mil- 
lion would  result  from  Medicaid  decreases  and  around  10  million 
would  be  from  private  sector  changes.  So  that  if  indeed  there's  an 
impact  from  the  Kennedy-Kassebaum  bill,  it  would  be  in  that  10 
million  number. 

RYAN  WHITE — DRUG  PURCHASES 

Mr.  Porter.  Since  the  time  you  submitted  your  1997  budget, 
Congress  has  appropriated  for  1996  the  $52  million  you  requested 
for  AIDS  drug  purchases  under  Title  II  of  Ryan  White.  Will  you  be 
adjusting  your  1997  request  for  AIDS  drug  purchases  as  a  result, 
or  do  you  feel  that  the  $52  million  is  an  appropriate  annualized 
amount? 

Dr.  Sumaya.  I  would  affirm  what  Secretary  Shalala  mentioned 
not  too  long  ago,  that  what  we're  working  with  are  some  assump- 
tions and  some  estimates.  And  we  have  estimated  for  1996  a  figure 
of  around  $52  million,  which  includes  shortfall,  in  addition  to  some 
of  the  newer  drugs.  For  fiscal  year  1997,  it's  quite  unclear  where 
we  will  be  heading.  I  think  the  $52  million  is  a  working  number, 
and  we  need  to  see  what  else  we  need,  and  so  we  may  have  to  come 
back  to  you  for  some  additional  support. 

AIDS — NEW  CITIES 

Mr.  PORTER.  How  many  new  cities  do  you  estimate  will  become 
eligible  for  Title  I  of  Ryan  White  in  fiscal  year  1997? 

Dr.  Sumaya.  If  I  could  have  Mr.  Aspden  answer  that. 

Mr.  Aspden.  Under  the  proposed  reauthorization  bill  that  I  un- 
derstand is  very  close  to  passage,  we  anticipate  no  new  cities. 

Mr.  Porter.  No  new  cities. 

NHSC — HPSA  DESIGATION 

Last  fall,  the  General  Accounting  Office  criticized  the  methods 
used  to  designate  the  health  professional  shortage  areas  for  the 
National  Health  Service  Corps.  Do  you  agree  with  the  GAO  find- 
ings and  do  you  plan  to  recommend  the  necessary  statutory 
changes? 

Dr.  Sumaya.  I  think  there  were  areas  in  the  findings  that  the 
GAO  had  that  we  believe  are  accurate  and  valid.  There  are  some 
other  areas  that  we  think  have  a  lot  of  extenuating  circumstances. 
And  we  will  be  working  to  meet  the  spirit,  I  think,  of  where  the 
GAO  was  coming  from,  but  also  realizing,  for  example,  in  some  of 
the  worry  that  perhaps  HRSA  is  working  in  placing  too  many  prac- 
titioners in  a  particular  site  so  that  as  they,  it  would  eliminate  the 
current  Health  Professional  Shortage  Area,  or  HPSA  designation. 

We  look  at  it  in  a  bigger  context.  The  current  HPSA  designation 
works  with  a  threshold  of  1  to  3,500,  in  other  words,  one  practi- 
tioner in  primary  care  for  3,500  people.  That  may  be  too  loose  a 
type  of  consideration.  If  we  see  what  managed  care  companies  are 
doing,  for  example,  working  with  a  ratio  of  1  to  1,400,  or  1  to  1,500, 
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to  have  quality  health  care.  So  as  we  relook  at  our  HPSA  designa- 
tions, I  think  we  have  to  take  that  into  account. 

Likewise,  we  have  to  look  into  the  retention  of  individuals  we 
have  there.  So  perhaps  to  have  a  much  more  effective  and  efficient 
program  we  need  to  have  a  critical  mass,  a  new  type  of  designa- 
tion, a  critical  mass  of  practitioners  that  can  remove  the  isolation 
of  these  areas  and  provide  for  greater  strength  and  retention  of  the 
health  professionals  we  place  there,  instead  of  into  sites  that  if  we 
put  only  one  person  and  we  say  that's  all  that  they  need,  that  per- 
son will  be  gone  in  a  few  months  or  just  a  few  short  years. 

NHSC  SCHOLARSHIP/LOAN  REPAYMENT 

Mr.  Porter.  The  GAO  also  recommended  less  reliance  on  the 
NHSC  scholarship  mechanism,  and  greater  use  of  the  loan  repay- 
ment program.  Do  you  agree  with  this  finding? 

Dr.  Sumaya.  We  are  working  in  that  vein  currently.  Right  now, 
the  loan  repayment  program,  we  have  a  much  larger  number  of 
participants  in  the  loan  repayment  program,  both  at  the  Federal 
level,  together  with  the  state  level  in  comparison  to  the  scholarship 
program.  And  it  has  been  growing.  And  I  think  it's  quite  an  effec- 
tive mechanism. 

We  also  feel,  however,  that  the  scholarship  program  is  very  im- 
portant, and  is  one  that  we  need  to  maintain.  And  that,  in  that 
fashion,  I  would  like  to  see  a  balance  that  currently  we  have  at  this 
point  that  I  think  is  doing  a  relatively  good  job.  We  need  to  keep 
tracking  it  continually,  looking  at  that  to  see  that  it  is  meeting  the 
needs  of  the  communities. 

If  Dr.  Gaston  could  make  a  few  comments  to  that,  please. 

Dr.  Gaston.  I  just  wanted  to  add,  to  emphasize  what  has  already 
been  said  in  terms  of  trying  to  have  a  balance.  The  scholarship  pro- 
gram does  one  thing,  and  the  loan  repayment  program  does  an- 
other. So  they  enhance  each  other.  The  scholarship  program  helps 
us  to  build  the  infrastructure  and  increase  the  supply  of  health 
professionals  seven  or  eight  years  out.  It  also  is  a  mechanism  that 
will  increase  minorities.  When  we  look  at  our  data,  the  loan  repay- 
ment program  doesn't  have  a  higher  percentage  of  minorities  like 
the  scholarship  program  does.  Many  minorities  can't  get  the  loans 
to  even  get  through  professional  school  to  get  to  the  loan  repay- 
ment stage. 

Mr.  Porter.  In  the  past,  the  NHSC  has  been  criticized  for  low 
retention  rates  of  providers  after  their  period  of  obligation  ends, 
and  for  excessive  default  rates.  I  know  HRSA  has  been  working  to 
improve  the  record  in  these  areas.  Can  you  update  the  subcommit- 
tee on  recent  data  pertaining  to  retention  and  default  rates? 

Dr.  Sumaya.  Yes,  I  think  that's  a  very  important  area,  and  we're 
looking  very  critically  at  those  numbers.  The  default  rate  has  been 
decreasing  over  the  years,  and  we're  very  proud  of  that  particular 
record.  Currently,  it's  well  below  5  percent. 

The  other  aspect  related  to  retention  is  that  we  are  tracking  our 
individuals  and  seeing  how  many  stay  for  a  prolonged  period  of 
time.  Currently,  we  realize  that  over  half  are  staying  beyond  their 
obligation  period,  and  I  think  that's  a  good  number.  We  want  to  in- 
crease it,  and  we  will  be  tracking  these  individuals. 
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As  Dr.  Gaston  was  mentioning,  the  pipeline,  the  scholarship  pro- 
gram, together  with  the  loan  repayment  program,  are  two  areas 
that  we  are  trying  to  see  where  we  can  increase  the  retention  of 
individuals.  So  we  are  working  with  a  number  of  mechanisms,  such 
as  greater  communication  with  those  that  enter  the  particular  pro- 
grams, trying  to  provide  a  broad  support  system  for  them  in  the 
facility  which  they're  in,  trying  to  bring  in  other  programs  from 
HRSA  such  as  the  AHECs,  the  Area  Health  Education  Centers, 
bringing  in  telecommunications  where  these  sites,  these  individuals 
are,  so  that  we're  removing  a  lot  of  the  isolation  and  providing  a 
stronger  support  system,  again,  we  believe  to  enhance  the  retention 
of  these  National  Health  Service  Corps  providers. 

Mr.  Miller  [assuming  chair].  Mr.  Porter  left,  as  you  know, 
there's  a  vote  going  on  and  you're  allowed  15  minutes  to  vote  and 
keep  things  running.  As  soon  as  the  bell  went  off,  I  went  ahead 
and  left  and  got  back.  And  I  apologize  for  missing  some  of  your 
presentation.  I  missed  it  last  year,  and  I  felt  bad  about  that.  But 
that's  the  way  we  can  keep  things  going  without  having  you  all  sit 
and  wait  too  much.  As  other  ones  come  in,  we'll  just  continue  with 
questions  and  such.  And  Mr.  Porter  will  be  back,  of  course,  in 
about  five  or  ten  minutes. 

HEMOPHILIA  TREATMENT  CENTERS 

So  let  me  start  my  line  of  questioning.  One  area  that  I  have  a 
very  special  interest  in  is  hemophilia  treatment  centers.  It's  a 
small  part  of  your  total  program,  but  it's  something  I  found  when 
it  was  developed  in  the  1970s,  and  how  important  it  is  as  it  really 
makes  a  great  contribution  to  those  with  hemophilia  and  their  fam- 
ilies. So  if  you,  or  someone  here  could  address  how  the  program 
works  and  what  are  the  projected  funding  and  expectations  of  it, 
and  the  future  of  that  program.  If  someone  here  can  talk  about  he- 
mophilia, if  not,  I'll  be  glad  to  talk  about  it  later. 

Dr.  SUMAYA.  That's  fine.  I'd  like  to  have  Dr.  Audrey  Nora  answer 
that.  I  did  want  to  say  that  I  think  it's  a  very  important  program 
within  HRSA,  and  we  have  significant  relationships  with  the  CDC 
on  that  particular  program  as  well. 

Mr.  Miller.  We  talked  this  morning  with  the  CDC. 

Dr.  Nora.  We  have  145  hemophilia  treatment  centers  across  the 
country.  And  we  have  those  treatment  centers  organized  into  re- 
gional groupings  according  to  our  departmental  regional  groupings. 
And  we  work  with  those  hemophilia  treatment  centers  to  try  and 
coordinate  the  services  that  are  available  for  families  with  hemo- 
philia. As  Dr.  Sumaya  says,  it's  a  very  small  program,  but  very, 
very  important  program. 

Mr.  Miller.  What  are  the  plans  for  the  future,  as  far  as  this 
year's  budget  and  future  years? 

Dr.  NORA.  We  intend  to  continue  the  funding  that  has  been  made 
available  for  the  hemophilia  treatment  centers.  Some  of  that  fund- 
ing has  been  from  the  Title  V  Maternal  and  Child  Health  block 
grant,  which  comes  out  of  the  15  percent  Special  Projects  of  Re- 
gional and  National  Significance  setaside.  That  funding  will  be 
maintained.  CDC  also  has  a  hemophilia  portion.  But  the  funding 
that  CDC  has  is  intended  more  for  surveillance  and  for  trying  to 
track  the  complications  of  hemophilia. 
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Mr.  Miller.  It's  flat  funding,  is  that  basically 

Dr.  Nora.  Right. 

Mr.  Miller.  Flat  funding.  Well,  if  you  ever  need  anyone  to  give 
testimony  to  the  good  work  it  does,  call  me. 

Dr.  Nora.  Okay,  that's  good  to  know.  Thank  you. 

RYAN  WHITE  TITLE  II 

Mr.  Miller.  Let  me  switch  to  another  subject.  My  area  is  south- 
west Florida,  and  with  Ryan  White  money  in  Title  II,  we  don't 
qualify  for  Title  II.  Explain  to  me  exactly  how  that  works.  Tampa, 
I  think,  does.  But  Sarasota-Bradenton — can  you  explain  how  that 
works?  My  home  town  is  Bradenton,  which  is  even  smaller  than 
Sarasota,  both  are  good  sized  communities.  And  they  had  to  close 
down  the  facilities.  And  Sarasota  gets  support  from  the  local  coun- 
ty, but  I  don't  think  they  get  Title  II  either. 

How  does  that  work,  as  far  as  designation  and  is  there  any — it 
may  be  an  authorization  issue. 

Mr.  Aspden.  Title  II  is  the  grant  that  goes  to  the  states.  It 
doesn't  go  to  the  communities.  And  the  state  is  responsible  for  the 
distribution  of  that  money.  I  think  you're  probably  asking  about 
Title  I. 

RYAN  WHITE  TITLE  I 

Mr.  Miller.  Okay,  then  Title  I,  I'm  sorry. 

Mr.  Aspden.  There's  a  new  CARE  Act  that's  just  about  ready  to 
be  authorized  that  will  change  the  formulas  and  the  way  eligibility 
is  determined.  It's  my  understanding  that  the  new  law  says  that 
an  eligible  metropolitan  area  must  count  cumulative  cases  reported 
for  the  last  five  years  and  that  total  has  to  be  greater  than  2,000 
and  has  a  population  greater  than  500,000  to  become  eligible  for 
a  Title  I  grant. 

Mr.  Miller.  And  what  is  a  city  defined  as?  As  a  metropolitan 
statistical  area? 

Mr.  Aspden.  Right,  metropolitan  statistical  area. 

Mr.  Miller.  Okay.  So  is  that  a  new  definition  from  what  it  was? 

Mr.  Aspden.  That's  a  new  definition  from  what  it  was.  The  prior 
definition,  or  current  definition,  if  you  want  to  call  it  was  cumu- 
lative cases  that  were  reported  from  day  one  had  to  be  over  2,000, 
or  the  case  rate,  the  case  load  had  to  be  2  and  a  half  percent  per 
thousand,  yes,  per  thousand. 

Dr.  Sumaya.  Mr.  Miller,  if  I  could  add  to  that,  what  I  think 
would  be  useful  for  the  community  that  may  have  an  interest  and 
a  need  in  this  area  is  to  realize  that  the  states,  the  Title  lis,  work 
from  consortia  and  obviously  communication  from  that  group  of  in- 
dividuals that  represent  this  consortia  for  the  state  would  be  im- 
portant. Likewise,  there  are  some  communities  in  Florida  that  have 
Title  I  and  have  community  planning  councils. 

So  I  think  it  would  be  good  for  a  community  that  may  be  inter- 
ested to  communicate  with  those  particular  groups.  We  have  an  in- 
terest at  HRSA  in  seeing  how  the  state  dollars  tie  to  the  local  dol- 
lars, tie  to  the  other  portions  of  Ryan  White  Title  III  and  IV,  and 
how  those  services  are  coordinated  to  serve  the  entire  state  and  the 
various  pockets  of  AIDS  and  HIV  patients  that  we  have. 
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MANAGED  CARE 


Mr.  Miller.  You  talked  about  managed  care,  so  let  me  ask  you 
about  managed  care.  You  discussed  the  impact  of  it,  but  you  did 
not  render  any  value  judgments  on  how  it's  impacting  the  people 
that  you  deal  with  the  most,  the  people  that  you  service  in  your 
programs,  as  far  as  the  positive  side.  Often  you  read  the  negative 
side  of  managed  care  in  the  papers. 

But  on  the  positive  side,  a  lot  of  the  underserved  are  really  bene- 
fitting from  managed  care,  is  that  right?  Give  me  your  evaluation 
of  managed  care  on  the  population  that  you  service. 

Dr.  Sumaya.  Looking  at  it  as  a  whole,  I  would  view  managed 
care  first  as  a  concept.  The  mechanism  of  managed  care  or  coordi- 
nated care  I  think  is  a  good  notion.  And  when  you  talk  about  how 
do  you  coordinate  the  various  providers  to  care  for  an  individual, 
a  family  and  a  community,  it  is  a  very  important  concept.  And 
when  you  add  to  that,  or  the  infusion  of  prevention  activities,  of 
looking  at  health,  of  looking  at  things  more  holistically,  that  I 
think  is  a  very  important  feature. 

Then  you  have  to  translate  this  concept  or  this  notion  into  reality 
and  have  it  financed.  And  that's  where  I  think  we  run  into  a  lot 
of  potential  problems.  Currently,  there  may  be  individuals  who 
want  to  work  with  this  system  and  see  that  there  is  a  profit  that 
emerges  from  this  to  keep  that  system  or  mechanism  continuing. 
There  are  ranges  of  profit. 

And  so  one  has  to  see  what  is  the  balance  between  the  cost  and 
the  profit  relationships  and  the  quality  of  care  and  the  services 
that  are  given.  And  that's  a  very  important  equation.  If  we  look  at 
the  underserved  populations  which  HRSA  serves,  we're  going  in, 
with  many  cases,  in  uninsured  population  which  right  now  is  not 
covered  through  the  traditional  managed  care  systems. 

We  are  developing  some  managed  care  arrangements  ourselves 
within,  let's  say,  the  community  health  center  systems.  If  we  look 
into  the  rest  of  the  population  of  HRSA,  we  work  more  with  at-risk, 
that  need  more  health  services,  that  may  have  more  health  prob- 
lems. That  again  will  create  a  need  for  more  services.  And  so  in 
the  managed  care  system,  you  have  to  see,  how  does  that  relate  to 
the  cost  of  that  particular  managed  care  organization. 

So  I  guess  what  I'm  trying  to  say  is,  we  have  to  look  at  cost,  the 
reimbursement  issues,  and  the  quality  of  care.  And  I  think  that  the 
managed  care  mechanism  is  very  good  for  this  country  as  long  as 
the  thrust  of  it  is  the  quality  of  care.  And  then  you  bring  in  the 
cost  relationships  as  a  secondary  nature.  And  in  many  cases,  that 
is  not  occurring. 

Mr.  Miller.  Hemophilia,  which  I  mentioned,  hemophilia  treat- 
ment centers  were  a  form  of  managed  care  centers  from  the  1970s, 
I  don't  know  if  you  were  involved  in  them  a  number  of  years  ago. 
But  it's  been  a  comprehensive  treatment,  in  effect.  Now  it's  a  ques- 
tion of  paying  for  the  cost,  which  is  part  of  it,  too. 

Dr.  Sumaya.  If  I  could  add  just  one  other  word,  another  impor- 
tant thing  I  think  for  HRSA's  populations  is  in  the  managed  care 
system,  we  are  trying  to  see  that  we  can  integrate  some  of  the  very 
important  pieces  that  we  believe  are  needed  by  the  underserved 
populations.  And  these  are  the  enabling  services.  So  we  may  need 


412 

translation  services,  transportation  services,  education,  strong 
health  education  component,  and  outreach.  And  many  times,  these 
are  not  in  the  traditional  managed  care  settings.  And  we  need  to 
see  and  ensure  that  if  our  populations  get  into  the  managed  care 
arrangements,  such  as  through  the  Medicaid  waivers,  that  these 
enabling  services  are  included. 

Mr.  Miller.  Managed  care,  versus  a  fee  for  service,  makes  it, 
with  a  lower  income,  more  ready  access  to  preventive  health  care, 
is  part  of  the  theory  to  it,  right? 

Dr.  Sumaya.  Yes. 

Mr.  Miller.  Okay.  Mr.  Stokes,  if  you  want,  I  have  some  more 
questions,  we'll  go  through  another  round. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

minority/disadvantaged  cluster 

Dr.  Sumaya,  nice  to  see  you.  Dr.  Sumaya,  according  to  the  Con- 
gressional justification  which  you  submitted  with  your  budget,  the 
Administration  proposes  to  cluster  many  of  the  programs  author- 
ized by  the  Disadvantaged  Minority  Health  Improvement  Act.  The 
cluster,  according  to  your  justification,  would  include  the  Centers 
of  Excellence  programs,  scholarships  for  disadvantaged  students, 
and  a  health  careers  opportunity  program.  In  addition,  the  agency 
recommends  a  $17  million  cut  for  the  program. 

Can  you  sincerely  tell  me  that  your  clustering  proposal  will  effect 
an  improvement  and  increase  in  the  number  of  blacks  and  other 
minorities  pursuing  health  professions  careers? 

Dr.  Sumaya.  First,  Mr.  Stokes,  we  want  to  say  that  from  myself 
and  from  the  agency,  we  are  very  interested  in  seeing  that  there's 
equity  and  fairness  in  the  system,  and  that  the  minority  arena  is 
brought  into  the  fore  in  all  of  our  programs.  Within  this  particular 
clustering,  the  way  we  are  looking  at  it  and  the  restructuring  is, 
can  we  make  what  we  are  doing  more  efficient. 

And  one  of  the  mechanisms  is  by  doing  this  clustering  of  the 
Centers  of  Excellence  together  with  the  Health  Careers  Opportuni- 
ties Programs  and  some  of  the  other  scholarship  and  loan  pro- 
grams, as  a  grouping,  is  to  make  a  very  strong  system  where  we 
can  network  and  partner  with  many  other  groups  who  are  inter- 
ested in  getting  an  educational  linkage  and  pipeline  working 
through  these  as  a  cluster,  not  as  we  have  traditionally  to  the  col- 
leges, but  also  to  high  schools  and  junior  highs,  and  bring  in  a 
broad  grouping  of  players  into  this  arena,  which  we  think  the  clus- 
ter mechanism  will  assist. 

The  other  aspect  is,  it's  all  in  the  context  that  we  want  to  make 
sure  there's  an  infusion  of  minority  perspectives  into  each  of  our 
programs.  So  in  the  nursing  cluster,  we  have,  one  of  those  three 
includes  diversity  in  the  nursing  arena,  which  we  think  is  a  very 
important  piece.  In  the  family  practice  and  public  health  cluster, 
we  want  to  make  sure  that  minorities  are  one  of  the  special  consid- 
erations of  all  the  grantees  who  are  applying  for  those  programs. 
In  the  AHEC  cluster,  likewise,  we  want  a  consideration  that  minor- 
ity issues  are  part  or  will  be  given  an  increased  rate  as  the  grant- 
ees apply  for  these  programs. 

So  we're  trying  to  see  how  we  can  broaden  the  infusion  of  these 
areas  into  these  other  programs  as  well. 
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DECISION  TO  CLUSTER 

Mr.  Stokes.  Dr.  Sumaya,  who  made  the  decision  relative  to  th 
clustering? 

Dr.  Sumaya.  The  decision  was  the  Administration's  decision. 

Mr.  Stokes.  Okay.  And,  were  you  consulted? 

Dr.  Sumaya.  We  were  involved  in  the  process  for  making  that  de- 
cision, yes,  sir. 

Mr.  Stokes.  Was  this  your  recommendation? 

Dr.  Sumaya.  That  is  not  what  I  asked  for,  but  we  were  involved 
in  the  total  process  and  the  final  outcome. 

Mr.  Stokes.  Doctor,  what  is  the  mission  of  the  Health  Resources 
and  Services  Administration? 

Dr.  Sumaya.  That's  a  very  important  question,  Mr.  Stokes.  And 
actually  at  a  meeting  we  had  yesterday  with  this  outside  group 
that's  looking  at  us,  that  was  the  major  topic. 

The  relationship,  where  we  look  at  HRSA  currently,  is  we  feel 
that  we  are  an  agency,  a  Federal  agency  within  the  Department  of 
Health  and  Human  Services,  who  has  a  mandate  to  assure  that 
there  is  quality  health  care  to  all  the  people  in  this  country  at  a 
good,  high  quality  level. 

We  realize  to  get  that  we  have  to  emphasize  that  we  have  a  vari- 
ation in  health  care  in  this  country,  and  that  for  all  of  us  to  have 
high  quality  care,  we  have  to  bring  those  that  have  difficulties  and 
barriers  to  care  up  to  that  high  quality  level,  and  thereby  HRSA's 
mission  is  to  emphasize  and  to  pull  together  those  groups  that  have 
major  barriers  and  problems  in  getting  health  care  to  a  high  qual- 
ity level.  And  in  doing  so,  we  look  not  only  at  the  system  of  health 
care,  but  also  all  the  providers,  the  health  professionals,  etc.,  that 
are  involved  with  that  care. 

DISADVANTAGED  AND  MINORITY  IMPROVEMENT  ACT 

Mr.  Stokes.  Doctor,  I  say  that's  a  very  fine  and  articulate  de- 
scription of  the  mission  of  your  agency.  Pursuing  that  just  a  bit  fur- 
ther, how  critical  are  the  programs  authorized  under  the  Disadvan- 
taged and  Minority  Health  Improvement  Act  to  the  effective  con- 
duct of  the  mission  which  you  have  just  described  to  us? 

Dr.  Sumaya.  I  would  say  that  they  are  of  paramount  importance. 
We  cannot  reach  the  objective  unless  we  see  that  every  person  in 
this  country  is  brought  to,  receive  high  quality  care  and  has  the  op- 
portunity to  be  in  good  health.  And  so  I  think  it's  an  ingredient 
that  is  needed,  or  else  we  do  not  reach  the  goal  that  we  should  be 
reaching. 

Mr.  Stokes.  All  right.  Dr.  Sumaya,  can  you  tell  me  in  the  aggre- 
gate, what  was  the  fiscal  year  1995  actual  funding  level  for  the  pro- 
grams which  the  agency  has  now  clustered  under  the  proposed  Mi- 
nority/Disadvantaged  Health  Professions  cluster? 

Dr.  Sumaya.  The  fiscal  year  1995  enacted  was  $91  million,  the 
1996  appropriations  were  $79  million,  and  the  1997  President's 
budget  is  $64  million. 

Mr.  Stokes.  All  right.  In  the  health  professions  account,  how 
many  clusters  are  you  proposing,  and  tell  us  what  they  are. 

Dr.  Sumaya.  If  I  could  have  Mr.  Paul  Schwab  answer  that. 

Mr.  Stokes.  Sure.  Mr.  Schwab? 
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Mr.  Schwab.  There  are  five  clusters  for  the  health  professions 
accounts.  One  focusing  on  primary  care  medicine  and  public  health, 
a  second  focusing  on  nursing,  a  third  focusing  on  minority  dis- 
advantaged, a  fourth  focusing,  and  labeled,  Enhanced  Area  Health 
Education  Center,  Enhanced  AHEC,  and  a  fifth,  health  work  force 
development. 

Mr.  Stokes.  My  time  has  expired.  I'll  come  back  with  some  addi- 
tional questions. 

Thank  you,  Mr.  Chairman. 

Mr.  Miller.  Thank  you,  Mr.  Stokes. 

My  colleague  from  Texas  is  recognized. 

Mr.  BONILLA.  Thank  you,  Mr.  Chairman. 

Dr.  Sumaya,  it's  good  to  see  you  again.  I'll  make  you  a  little 
homesick  to  start  out  by  saying  last  week  in  San  Antonio  we  had 
a  good  fiesta  with  good  weather  and  lots  of  fun.  [Laughter.] 

Do  you  ever  miss  that? 

Dr.  Sumaya.  I  miss  that.  [Laughter.] 

Mr.  BONILLA.  I  appreciate  your  coming  by  my  office  last  January 
to  talk  about  HRSA's  budget.  I'd  like  to  start  off  today,  unfortu- 
nately, expressing  my  frustration  not  with  you,  of  course,  but  with 
the  Omnibus  bill  that  was  passed  last  week  and  the  lack  of  leader- 
ship in  the  Senate  and  in  the  White  House  for  some  of  the  pro- 
grams that  you  and  I  feel  are  very  important.  Health  professions 
took  a  big  hit  during  the  rescission  debate  last  year.  And  they  were 
cut  just  like  everyone  else. 

Our  version  of  the  bill  for  fiscal  year  1996  funded  all  of  the 
health  profession  programs  at  last  year's  level  of  $279  million  and 
the  Senate  funded  them  at  $236  million.  So  I  knew  a  compromise 
would  be  somewhere  in  between. 

However,  that  was  before  the  White  House  started  talking  about 
priorities.  We  started  spending  money  like  a  drunken  sailor.  Every 
day  I  picked  up  the  paper,  we  were  giving  the  White  House  an- 
other billion  here  and  another  billion  there  for  all  kinds  of  different 
things.  I  thought  we  should  be  able  to  restore  the  health  profes- 
sions program  at  least  to  last  year's  level,  because  this  is  a  pro- 
gram that  helps  real  people  and  real  communities  and  real  health 
care  issues  that  are  out  there  and  are  very  important. 

When  I  approached  my  chairmen,  they  were  very  supportive.  The 
problem  was  with  the  Senate  and  with  the  White  House.  The  Sen- 
ate said  they  thought  the  savings  could  be  achieved  with  the  clus- 
ter idea  that  hasn't  even  been  voted  on  in  the  Congress.  I  know  you 
referred  to  that  a  few  minutes  ago.  I  think  funding  on  ideas  that 
are  not  signed  into  law  is  a  dangerous  approach  to  appropriations. 
The  Senate  and  the  White  House,  specifically  Leon  Panetta,  did  not 
designate  this  as  a  priority  at  all.  And  that  also  was  a  very  big  dis- 
appointment to  me. 

So  bottom  line  is  that  the  health  professions  have  given  and 
given  and  given  and  given.  Why  didn't  the  White  House  say  this 
was  a  priority?  We  could  have  funded  them  at  last  year's  level  by 
rounding  down  a  few  of  those  billion  we  put  back  into  the  bill.  I'm 
very  frustrated  over  this  entire  issue.  But  that  issue  is  over  now, 
and  we  need  to  move  forward.  I  just  wanted  to  express  my  dis- 
pleasure with  the  White  House,  and  I  hope  you  will  take  it  back 
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to  the  Secretary  and  anyone  else  that  will  listen  on  this  particular 
issue. 

Would  you  care  to  comment? 

Dr.  Sumaya.  I'm  sympathetic  to  your  views,  and  I  will  be  very 
happy  to  take  this  back  to  the  Secretary. 

HEALTH  PROFESSIONS 

Mr.  Bonilla.  Well,  you  and  I  know  what  programs  like  this 
mean  to  professionals  out  there  who  want  to  especially  work  in  pro- 
grams for  disadvantaged  and  rural  areas.  So  I  know  that  you  will 
always  carry  that  message  back. 

Dr.  Sumaya.  Yes,  and  with  that,  I  would  say  that  as  we  see 
where  our  country  is  heading,  I  think  it's  always  good  for  us  to  re- 
view what  is  the  appropriate  Federal  role,  in  this  case,  the  health 
professions  arena,  what  should  we  be  doing,  what  is  the  market- 
place doing,  and  what  is  the  marketplace  not  doing.  And  what  it's 
not  doing,  this  is  where  I  believe  there's  a  very  appropriate  Federal 
role.  And  as  we  see  what's  happening,  perhaps  on  the  types  of  gen- 
eralists  and  specialists,  the  marketplace  can  handle  that.  But  when 
it  comes  to  diversity  of  the  health  care  work  force,  the  marketplace 
is  not  handling  that,  has  not  handled  that  well  at  all.  And  I  think 
that's  an  appropriate  Federal  role. 

In  the  case  of  distribution,  getting  our  doctors  and  our  nurses 
and  our  dentists  in  areas  where  they  are  needed,  the  marketplace 
will  not,  has  not  been  doing  as  effective  a  job  as  it  should  have. 
And  so  I  think  there's  an  appropriate  Federal  role,  and  particularly 
with  managed  care  coming  on  board,  which  we  worry  may  seep  out 
some  of  the  health  professionals  from  rural  and  smaller  commu- 
nities, because  managed  care  thrives  more  in  a  larger,  urban  set- 
ting. 

In  the  areas  of  competency  of  the  health  professionals,  the 
sociocultural  competencies,  the  need  to  have  prevention  and  public 
health  understanding  of  the  health  professionals,  here  again  the 
marketplace  may  not  be  as  robust  as  it  should  be.  And  I  think 
there's  a  very  appropriate  Federal  role.  So  again,  I  sympathize  with 
their  views  and  I  will  carry  that  back  to  the  Secretary. 

Mr.  Bonilla.  I  appreciate  that.  You  know,  being  a  conservative 
in  philosophy,  I'm  always  reluctant  to  talk  about  programs  that  the 
Federal  Government  should  be  involved  in.  But  we're  talking  about 
health,  that  transcends  rural  areas,  transcends  many  states  and 
many  areas,  regions.  The  health  of  one  area  can  affect  another  area 
if  it's  not  properly  addressed.  So  this  is  not  an  issue  where  states 
rights,  in  my  view,  are  in  the  best  interests  of  the  national  security 
in  terms  of  health.  And  that's  why  I  bring  this  up. 

ALLIED  HEALTH  PROFESSIONALS 

I'd  like  to  ask  a  question  about  the  clustering  proposal  for  health 
professions.  Where  does  the  training  of  allied  health  professionals 
fit  into  this? 

Mr.  Schwab.  In  the  cluster  proposal  as  submitted  by  the  Admin- 
istration, it  would  be  in  the  Enhanced  Area  Health  Education  Cen- 
ters, which  is  a  cluster  that  would  involve,  as  proposed,  several 
major  multidisciplinary  programs  and  the  allied  health  across  dis- 
cipline program  would  be  included  in  that  cluster. 
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Mr.  Bonilla.  Is  it  reasonable — go  ahead. 

Dr.  Sumaya.  I  wanted  to  add  that  one  of  the  reasons  that  I  think 
that  is  a  good  fit  is  that  in  the  Enhanced  AHEC  cluster,  the  point 
of  it  is  to  develop  training  sites  in  communities,  small,  rural,  away 
from  the  urban  university  hospital  setting,  but  tying  to  the  univer- 
sity hospital  setting.  And  having  as  this  base  interdisciplinary 
training,  where  we  bring  physicians  and  dentists  and  nurses  and 
allied  health  professionals  into  a  training  site,  and  they  can  de- 
velop a  much  better  team  approach  to  do  health  care,  in  particular 
in  the  community  and  more  in  particular,  in  smaller  communities 
and  in  rural  communities  as  well.  So  I  think  it  enhances  the  AHEC 
and  also  enhances  the  training  curriculum  for  allied  health  profes- 
sionals. 

Mr.  Bonilla.  My  next  question  is  related  to  AHECs,  as  you  were 
just  referencing.  Is  it  reasonable  to  expect  a  greater  emphasis  on 
the  training  of  allied  professionals  with  the  existing  categorical  pro- 
gram, or  by  having  it  lumped  into  the  AHEC  cluster  that  is  cut  by 
$7  million  in  the  President's  budget? 

Dr.  Sumaya.  I'd  have  to  look  at  it.  We  have  some  funding  limita- 
tions. And  we  need  to  see  how  we  can  be  as  impactful  as  we  can 
within  those  budgetary  concerns. 

In  relation  to  your  question,  I  think  if  we  can  enhance  the  cur- 
riculum and  the  training  of  allied  health  professionals  tied  into  the 
AHEC  cluster,  it  improves  our  ability  to  work  with  the  dollars  that 
we  have  in  those  particular  programs.  And  I  think  it  brings  the  al- 
lied health  community  closer  in  a  team  approach  to  the  other 
health  professionals.  Because  I  think  it's  the  team  approach  that 
will  be  the  mechanism  whereby  we  give  health  services  via  health 
plans,  managed  care  and  other  types. 

Mr.  BONILLA.  Are  there  specific  opportunities  for  the  training  of 
allied  health  professionals  as  a  part  of  other  proposed  clusters? 

Mr.  Schwab.  Certainly  the  allied  health  discipline 

Mr.  Bonilla.  Maybe  we  can  let  you  keep  that  microphone,  just 
for  a  few  minutes. 

Mr.  Schwab.  Certainly  the  allied  health  disciplines,  let  me  just 
follow  up  on  that  first,  in  terms  of  one  of  the  things  that  we're 
planning  to  do  this  year,  is  to  do  some  feasibility  work  in  terms  of 
looking  at  some  models  that  might  in  fact  be  even  more  inter- 
disciplinary and  including  attention  to  allied  health  disciplines.  So 
that  is  also  in  the  works. 

The  minority  disadvantaged  cluster  certainly  cuts  across  all  dis- 
ciplines. And  in  that  regard  as  well,  opportunities  would  be  there 
too  in  terms  of  looking  at  allied  health.  Health  work  force  develop- 
ment includes  focus  on  analysis,  information  and  analytic  efforts. 
And  I  would  presume  as  well  there,  when  we  look  at  work  force 
issues,  we  would  be  looking  more  broadly  at  work  force  issues. 

Dr.  Sumaya.  I  think  what  I  would  add  to  that  as  well,  Mr. 
Bonilla,  is  that  there  was  recently  a  commission  on  allied  health. 
And  they  have  come  up  with  a  number  of  recommendations  that 
we  will  be  looking  at  carefully  to  see  how  we  implement. 

But  there  are  many  other,  as  you  asked  your  question,  I  tried  to 
figure  out  what  other  indirect  ways  do  we  work.  For  example,  in 
the  student  loan  and  scholarship  programs,  there  would  be  access 
of  those  that  would  be  interested  in  going  to  the  allied  health  fields 
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and  to  receive  some  particular  types  of  loans.  Then  I'd  have  to 
study  some  of  the  other  programs  that  may  have  indirect  effects  on 
that. 

But  I  understand  the  question  and  I  think  if  we  review  critically 
the  commission's  report  and  recommendations,  we'll  see  where  we 
can  enhance  that  particular  type  of  program. 

Mr.  Bonilla.  Thank  you,  Dr.  Sumaya.  I  may  be  out  of  time  now. 

FAMILY  PLANNING 

Mr.  Miller.  Okay,  we'll  have  another  round.  There's  only  three 
of  us,  so  we  have  plenty  of  time  to  go  another  round. 

I  have  a  couple  more  questions.  Title  X,  one  of  our  popular  sub- 
jects to  talk  about,  family  planning.  One  of  the  issues  that's  been 
discussed  is  means  testing.  I  know  there's  sort  of  a  voluntary 
means  testing.  How  would  means  testing  work  and  what  impact 
would  that  have  on  the  program? 

Dr.  Sumaya.  I'd  have  to  answer  that  the  dollars  in  the  appropria- 
tions in  family  planning  are  placed  in  HRSA's  budget,  but  that  pro- 
gram is  overseen  by  the  Office  of  Population  Affairs  within  the  Sec- 
retary's office. 

Mr.  Miller.  Okay.  You  don't  have  any  comment  on 

Dr.  Sumaya.  No. 

Mr.  Miller  [continuing].  Means  testing  and  the  impact  of  that? 

Dr.  Sumaya.  No  comment. 

CLUSTERING 

Mr.  MILLER.  On  this  clustering.  Conceptually,  I'm  very  support- 
ive of  the  idea,  there  are  so  many  small  programs  in  the  Federal 
Government  that  we've  just  added  programs  and  they  never  get  ei- 
ther eliminated  or  consolidated  as  such.  And  so  the  concept  of  clus- 
tering, without  commenting  on  the  details  of  it,  is  a  positive  thing. 

What  is  the  reaction  of  outside  groups  as  such  to  this?  You  men- 
tioned you  met  with  an  outside  group  yesterday.  I  don't  know  if 
this  was  concerning  the  clustering.  The  whole  development  of  the 
clustering  and  the  input  from  different  organizations,  and  how  is 
it  going.  We  have  also  the  issue  of  getting  it  authorized. 

Dr.  Sumaya.  Yes.  I  think,  and  some  of  this  may  be  speculation 
and  part  second  and  third  hand  information.  But  I  think  the  clus- 
tering to  our  constituencies,  for  example,  may  be  mixed.  But  pos- 
sibly a  larger  proportion  would  have  some  caution,  maybe  worried 
that  their  particular  program  will  lose  out,  and  if  they're  a  smaller 
program,  they'll  lose  out  to  the  larger  program  per  se.  And  that's 
reasonable,  I  think  it's  a  reasonable  type  of  perception  for  them  to 
have. 

The  way  I  view  the  clusters  is  that  I  am  interested  in  the  cluster 
approach.  I  think  it  provides  us  a  mechanism  whereby  we  can  have 
some  flexibility,  but  flexibility  not  as  an  end  in  itself,  but  to  de- 
velop systems  of  care  with  these  particular  programs.  I  think  we 
have  to  be  careful  how  we  develop  these  clusters,  and  we  have  to 
monitor  them  very,  very  closely.  But  it  does  give  you,  I  think,  some 
added  value. 

You  can  also  be  more  efficient  on  the  grants  management  ap- 
proach and  have  perhaps  a  single  grant  application.  You  can  have 
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data  bases  that  can  be  more  uniform  and  standardized.  So  there's 
I  think  some  positive  features. 

But  I  would  proceed  very  carefully  with  them.  Currently,  they're 
not  authorized.  And  what  we  are  doing  currently  is  to  see,  is  there 
a  way  that  we  can  have  some  small  projects  that  deal  in  a  cluster 
type  activity,  so  that  we  get  a  better  feel  for  what  it  is,  what  are 
the  kinks  that  are  there,  what  are  some  of  the  ways  that  we  have 
to  modulate  those  as  we  look  and  anticipate  a  larger  cluster  type 
activities  in  the  future. 

SEVEN  YEAR  BUDGET 

Mr.  Miller.  It  has  to  be  done  with  caution,  I  understand,  but  it 
sure  makes  a  lot  of  sense  to  have  this  opportunity,  and  I  commend 
you  and  the  Administration  for  pushing  ahead  with  this. 

The  balanced  budget  of  the  President  goes  out  with  a  lot  of  cuts 
in  the  fifth,  sixth,  seventh  year.  Do  they  get  very  specific  about  this 
agency  as  far  as  the  budget,  five,  six,  seven  years  from  today?  I 
saw  somewhere,  I  thought  that,  there  were  rather  significant  cuts 
in  the  total  dollars  of  this.  I'm  not  sure,  maybe  Mr.  Williams 
knows? 

Dr.  Sumaya.  I  think  Mr.  Williams  would  have  a  better  answer 
on  that. 

Mr.  Miller.  Mr.  Williams  sits  through  all  these  hearings  every 
day.  Probably  didn't  expect  to  get  asked  a  question  today,  right? 
[Laughter.] 

Mr.  Williams.  Let  me  say  in  general  that  one  of  the  objectives 
of  the  President's  budget  over  the  seven  year  period  is  balancing 
the  budget.  One  of  the  ways  that  the  President  proposes  to  do  that 
is  to  reduce  discretionary  spending  over  that  seven  year  period. 
The  budget  assumes  a  reduction  of  about  $300  billion  in  discre- 
tionary spending  over  this  period  of  time. 

Mr.  Miller.  Especially  in  the  fifth,  sixth,  seventh  years? 

Mr.  Williams.  Yes.  Well,  not  necessarily.  There  are  reductions  in 
the  earlier  years.  There  are  also  some  assumptions  about  potential 
increases  in  the  later  years.  For  example,  depending  on  a  number 
of  behavioral  aspects  in  the  budget,  including  effects  on  the  econ- 
omy, there  might  be  some  opportunity  for  additional  discretionary 
spending  in  the  last  couple  of  years. 

In  that  context,  the  budget  does  not  specify  program  by  program 
how  those  reductions  would  be  taken,  although  in  some  general 
areas  it  does  make  some  comment  about  how  those  dollars  would 
be  spent.  In  the  case  of  HRSA,  the  budget  outlines  growth  for  the 
Ryan  White  program,  as  one  of  the  Presidential  investments.  The 
Ryan  White  program  would  grow  over  this  seven  year  period.  It 
wouldn't  in  fact  decline,  it  would  actually  grow. 

So  the  budget  makes  choices  about  these  programs  and  the  Pres- 
idential investments  continue  to  be  supported;  other  programs  de- 
cline. 

Mr.  Miller.  But  the  total  budget  of  the  Health  Resources? 

Mr.  Williams.  The  total  budget  for  HRSA  would  grow,  for  1997, 
would  actually  decline  through  the  year  2001,  2000,  and  then 
would  have  some  slight  additional  growth  in  the  year  2001  and 
2002. 
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Mr.  Miller.  But  it  starts  declining,  the  total  amount  of  money. 
I'm  not  sure  you  want  to  hear  this.  But  there  are  some  declines  in 
the  next  couple  of  years  in  the  total  amount  of  money  available, 
other  than  for  Ryan  White,  which  has  been  held  as  a  priority. 

Mr.  Williams.  Yes.  But  as  the  Secretary  also  pointed  out,  these 
are  projections  out  into  the  future,  but  appropriations  are  an  an- 
nual decision.  As  we  make  annual  decisions,  these  numbers  might 
very  well  change.  So  these  are  planning  numbers,  looking  into  the 
future. 

Mr.  Miller.  You  don't  want  to  plan  for  a  decrease  in  funding  in 
future  years,  is  that  right,  Doctor?  Even  though  the  Administration 
shows  a  decrease  in  money? 

Okay.  We'll  proceed,  and  go  to  Mrs.  Lowey  right  now.  Mrs. 
Lowey? 

Mrs.  LOWEY.  Thank  you  very  much,  Mr.  Chairman. 

And  thank  you  very  much,  Dr.  Sumaya,  for  being  here  with  us 
today.  We  all  know  that  the  Health  Services  Administration  plays 
a  vital  role  in  providing  health  care  for  Americans.  And  I  really  do 
appreciate  the  important  work  that  you  do  with  research,  preven- 
tion, and  infrastructure  of  our  Nation's  public  health  care  system. 

RYAN  WHITE  FUNDING 

My  first  question  is  concerning  Ryan  White  funding.  I'm  very 
pleased  that  the  Administration  continues  its  support  for  the  Ryan 
White  program  and  requests  an  increase  of  nearly  $70  million  over 
fiscal  year  1996  funding  levels.  As  I  commented  in  years  past,  for 
cities  like  New  York,  the  AIDS  epidemic  is  a  terrible  burden  on  the 
people  who  contract  the  disease,  as  well  as  an  enormous  challenge 
to  the  health  care  infrastructure,  because  of  the  demands  placed  on 
it  by  AIDS. 

The  Ryan  White  program  helps  cities  and  communities  build  the 
infrastructure  they  need  to  help  people  care  for  AIDS  patients.  I 
understand  that  the  conference  report  reauthorizing  the  Ryan 
White  program  may  be  filed  tonight  and  we  may  vote  on  it  tomor- 
row. Many  communities,  including  New  York,  have  not  received 
their  entire  Ryan  White  funding  for  fiscal  year  1996,  although  they 
have  received  information  from  HRSA  about  what  level  of  funding 
they  can  expect  to  receive. 

Do  you  expect  to  allocate  the  remainder  of  the  fiscal  year  1996 
funding  based  on  the  new  formulas  in  the  conference  agreement, 
or  would  those  new  formulas  take  effect  in  fiscal  year  1997? 

Dr.  Sumaya.  First,  thank  you  for  your  kind  words,  Mrs.  Lowey, 
on  this  very  fine  program.  Our  intent  is  to  allocate  based  on  the 
new  legislation  in  the  context  that  this  legislation  will  be  signed  off 
expeditiously.  The  Ryan  White  community  has  been  waiting  for 
seven  months  on  getting  larger  appropriations  for  1996,  for  exam- 
ple. And  many  have  been  hurting.  So  we  hope  we  don't  have  to  pro- 
long their  getting  their  fuller  appropriations  shortly.  So  yes,  the  in- 
tent is  with  the  current  legislation,  but  we  hope  it  will  be  signed 
off  and  very  expeditiously. 

Mrs.  LOWEY.  Also,  I  understand  that  the  Administration  is  con- 
sidering stricter  client  eligibility  criteria  for  the  Ryan  White  pro- 
gram. There  is  concern  that  the  new  criteria  may  affect  the  ability 
of  communities  to  conduct  outreach  to  hard  to  reach  populations 
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whose  HIV  status  may  not  be  known  for  certain.  What  is  your  proc- 
ess and  timeline  for  implementing  those  new  client  eligibility 
standards? 

Dr.  Sumaya.  I'd  like  to  have  Dr.  O'Neill  answer  that,  please. 

Dr.  O'Neill.  Thanks  for  that  question. 

There  is  a  lot  of  misunderstanding  about  a  draft  memorandum 
that  went  out  for  public  comment.  And  we  sent  it  out  for  public 
comment  specifically  to  get  feedback  on  that  issue.  We  don't  intend 
to  make  any  changes  in  eligibility.  We  want  to  make  sure  that  peo- 
ple who  are  receiving  Ryan  White  services  are  in  fact  either  family 
members  or  HIV  infected  themselves.  But  obviously,  when  we're 
going  out  trying  to  identify  people  who  need  those  services,  we're 
not  going  to  be  able  to  do  that  if  we  presuppose  that  we  have  to 
know  what  their  status  is. 

Mrs.  LOWEY.  That's  helpful.  I  thank  you. 

NURSING  PROGRAMS 

With  regard  to  the  nursing  programs  at  HRSA,  I've  always  been 
a  strong  advocate,  because  I  feel  that  nursing  is  a  critical  and  well 
spent  investment.  Nurses  provide  high  quality  treatment  at  low 
cost  and  it  just  makes  sense. 

The  Administration  is  proposing  to  consolidate  seven  different 
nursing  education  programs  into  one  categorical  program.  I'd  be 
appreciative  if  you  could  clarify  for  us  how  this  consolidation  will 
work  in  practice,  how  will  decisions  be  made  about  how  much  to 
fund  one  nursing  program  versus  another.  Because  they  all  seem 
very  important.  If  you  could  explain  for  us,  that  would  be  helpful. 

Dr.  Sumaya.  I'd  like  to  make  some  general  comments  and  then 
have  Mr.  Schwab  answer  as  well. 

The  nursing  cluster  is  trying  to  adapt  itself  to  where  nursing  is 
heading  in  the  future.  And  I  think  they  very  appropriately  des- 
ignated three  groupings.  One  is  looking  at  the  basic  nursing  edu- 
cation part,  the  baccalaureate  and  below.  And  then  another  group, 
another  cluster  looking  at  the  advanced  practice  nurse,  nurse  prac- 
titioners and  others,  because  of  the  managed  care  arena,  and  be- 
cause of  the  changes  in  our  hospitals  that  are  now,  although 
downsizing,  are  requiring  a  nursing  group  that  is  more  highly 
skilled.  As  well  as  skills  in  the  new  home  care  activities,  skills  in 
nursing  home  activities  that  are  emerging  throughout  the  country. 

And  then  the  third  component  is  a  focus  on  nursing  diversity.  So 
I  think  they  have  three  broad  areas  in  keeping  with  the  needs  of 
nursing  training  and  education  for  the  future.  And  if  Mr.  Schwab 
can  expand  on  that. 

Mr.  Schwab.  Just  to  amplify  on  those  three  areas.  The  first  is 
really  moving  the  area  of  emphasis  from  the  associate  degree  pro- 
grams to  baccalaureate  programs  and  to  really  make  that  transi- 
tion, both  in  terms  of  looking  at  retraining  of  existing  nurses  as 
well  as  new  nurses,  and  skills  that  would  be  important  for  nurses 
at  that  trained  level  in  terms  of  meeting  community  needs. 

Clearly,  in  terms  of  the  advanced  nurse  area,  which  is  the  second 
heavy  emphasis  in  terms  of  nurse  practitioner  and  other  skills  that 
are  community  based,  public  health  and  primary  care  focused,  and 
then  lastly  in  terms  of  emphasizing  opportunities  to  really  provide 
much  more  diversity  in  terms  of  the  nursing  work  force.  Over  the 
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course  of  the  last  year,  year  and  a  half,  we've  been  working  very 
closely  with  the  National  Advisory  Council  on  Nurse  Education  and 
Practice. 

And  in  fact,  it's  a  forum  that  has  moved  from  being  much  more 
focused  on  grants  and  grant  review  to  really  one  that's  much  more 
heavily  focused  in  terms  of  policy  and  development  in  terms  of  ad- 
vice to  the  Secretary  and  others.  Indeed,  it  met  just  a  couple  of 
weeks  ago  and  focused  very  heavily  in  terms  of  the  baccalaureate 
area. 

We  would  work  very  closely  and  anticipate  working  very  closely 
with  that  council  with  regard  to  a  number  of  the  decisions  that 
would  be  made,  in  terms  of  implementing  that  kind  of  cluster  ap- 
proach as  far  as  nursing.  So  that  would  be  one  major  opportunity 
in  terms  of  engaging  the  nursing  community  with  the  advice  and 
expertise  of  that  council. 

Mrs.  LOWEY.  Thank  you.  And  thank  you,  Mr.  Chairman. 

Mr.  Miller.  We're  into  our  second  round.  Mr.  Stokes? 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Dr.  Sumaya,  when  we  ended  our  last  round,  I  had  just  posed  a 
question  with  reference  to  the  health  professions  account.  I  asked 
how  many  clusters  you  were  proposing.  Mr.  Schwab  said  that  there 
were  five,  and  he  described  the  five,  am  I  correct? 

Mr.  Schwab.  That's  correct. 

HEALTH  PROFESSIONS  CLUSTER  CUTS 

Mr.  Stokes.  Okay.  Now,  for  each  proposed  health  professions 
cluster,  what  is  the  agency  proposed  cut  from  the  fiscal  year  1995 
actual  funding  level,  for  each  of  them? 

Dr.  Sumaya.  Going  by  the  specifics  in  the  health  professions 
work  force  development  cluster,  fiscal  year  1995  was  $123.9  mil- 
lion; 1996,  $118.4  million;  and  1997,  $117.2  million. 

Mr.  Stokes.  Do  you  also  have  the  percentage  of  the  cuts? 

Dr.  Sumaya.  I  don't  have  them  at  hand,  but  we  can  provide 
them. 

[The  information  follows:] 

HEALTH  PROFESSIONS  CLUSTERS— COMPARISONS  BY  PERCENT 
[By  fiscal  year] 

1995  appropria-       1996  appropria-       1997  President's     Percent  change 

tion  tion  budget  vs  ig95  K  mf> 

Health  Professions  Clusters: 

Health  Profs.  Workforce  Devel- 
opment    $123,851  $118,421  $117,204  -5.7  -1.0 

Enhanced  Area  Health  Edu- 
cation Centers 48,448  46,573  35,000  -38.4  -33.1 

Minority/Disadvantaged  Health 
Profs 91,175  79,869  64,085  -42.3  -24.6 

Primary  Care  Med.  &  Public 
Health 78,545  75,205  80,000  1.8  6.0 

Nursing  Education/Practice 58,640  56,294  70,000  16.2  19.6 

Mr.  Stokes.  What  are  the  figures  for  1997  and  1995? 
Dr.  Sumaya.  We  don't  have  them  right  at  hand,  but  we  can  get 
that  for  you. 
Mr.  Stokes.  Okay. 
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Dr.  Sumaya.  For  the  enhanced  AHECs,  in  1995  it  was  $48.4  mil- 
lion; in  1996,  it's  $46.6  million;  in  1997,  it's  $35  million. 

For  the  Minority  Disadvantaged  Health  Professions  Cluster, 
1995  was  $91.1  million;  1996  is  $79.9  million;  1997  is  $64  million. 
For  primary  care  medicine  and  public  health,  1995  was  $78.5  mil- 
lion; 1996  is  $75.2  million;  and  1997  is  $80  million.  For  the  nursing 
education  practice  cluster,  1995  was  $58.6  million;  in  1996  it  is 
$56.3  million;  and  in  1997,  it  is  $70  million. 

Mr.  Stokes.  Okay.  That's  for  all  five.  Now,  if  I'm  correct,  the  cut 
in  the  minority  health  area  we're  talking  about  is  about  a  $27  mil- 
lion cut,  or  about  30  percent,  29.6  percent  cut,  am  I  correct? 

Dr.  Sumaya.  Yes,  from  the  1995  it  would  be  $27  million  or  there- 
abouts, and  from  1996  it  would  be  the  $15.8  million  cut. 

Mr.  Stokes.  Yes,  I  was  computing  it  on  the  basis  of  the  1995  fig- 
ure. 

Dr.  Sumaya.  Yes. 

SHORTAGE  OF  HEALTH  PROFESSIONALS 

Mr.  STOKES.  Right.  Now,  I  want  to  take  a  moment,  Dr.  Sumaya, 
and  read  from  last  year's  record,  when  you  were  before  the  commit- 
tee, and  then  I'll  have  a  question  with  reference  to  it.  The  hearing 
record  reads:  Mr.  Stokes,  "In  your  professional  judgment,  to  what 
extent  would  increasing  the  number  of  minority  health  care  provid- 
ers, including  primary  care  providers,  specialists,  nurses  and  allied 
health  professionals,  help  to  alleviate  the  shortage  of  health  profes- 
sionals for  underserved  and  health  professional  shortage  areas?" 
Dr.  Sumaya,  "Increasing  the  number  of  minority  health  care  pro- 
viders is  an  instrumental  component  of  our  effort  to  alleviate  the 
health  professions'  needs  in  underserved  areas  and  communities." 

Now,  I'm  going  to  skip  down  to  a  further  part  of  that  same  an- 
swer, in  which  you  say,  "Various  independent  studies  have  estab- 
lished that  investments  in  minority  physician  recruitment  and  re- 
tention have  paid  disproportionately  beneficial  dividends  towards 
meeting  the  needs  of  the  underserved." 

You  then  go  on  to  say,  "minority  physicians  have  contributed  pro- 
portionately more  towards  furthering  our  national  policy  goals  of 
increasing  health  services  to  underserved  groups  and  non-minority 
physicians.  Minority  physicians  are  on  average  nearly  twice  as  like- 
ly as  non-minority  physicians  to  practice  in  a  health  manpower 
shortage  area,  significantly  more  likely  to  provide  primary  care 
services  than  non-minority  physicians,  substantially  more  likely  to 
serve  minorities  and  other  disadvantaged  groups  than  non-minority 
physicians,  likely  to  serve  nearly  twice  the  percentage  of  Medicaid 
recipients  as  a  non-minority  physician. 

Additionally,  it  is  important  to  recognize  the  impact  that  increas- 
ing the  supply  of  minority  providers  has  in  overcoming  qualitative 
barriers  to  minority  health  care  problems,  which  predominate  in 
medically  underserved  areas.  Minority  health  care  providers  bring 
about  a  better  understanding  of  the  culture  and  social  context  of 
illness  and  disability  among  minorities.  As  a  result,  they  are  more 
likely  to  communicate  effectively  with  minority  patients  than  non- 
minority  providers.  Additionally,  cultural  compatibility  increases 
the  likelihood  that  patients  will  accept  these  services. 
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Overall,  investments  in  diverse  minority  providers  support  our 
national  goals  of  alleviating  the  health  care  needs  of  the  under- 
served.  Through  minority  provider  recruitment  and  retention,  we 
stand  to  improve  access  and  quality  of  care  to  underserved  popu- 
lations nationwide. 

Now,  Dr.  Sumaya,  is  there  anything  about  that  statement  that 
you  made  last  year  that  you  would  change? 

Dr.  Sumaya.  No.  I  would  stand  by  all  that,  all  those  statements. 

Mr.  Stokes.  Okay.  Are  you  able  to  say  to  me  that  in  your  profes- 
sional judgment,  that  what  you  said  to  us  here  would  be  accom- 
plished through  this  cluster  process? 

Dr.  Sumaya.  I  would  be  supportive  of  our  Administration's  posi- 
tion, and  budget  that  we  have  submitted,  and  will  work  within 
those  parameters  that  we  have  at  hand  to  try  to  enhance  all  those 
statements  that  I  said  before.  And  again,  doing  it  by  trying  to 
make  more  effective  what  we  have  in  that  specific  cluster  tied  to 
minorities,  but  also  infusing  the  minority  perspective  into  all  of  the 
other  clusters  we  have  in  the  health  professions. 

Mr.  Stokes.  Okay,  thank  you,  Dr.  Sumaya. 

Thank  you,  Mr.  Chairman. 

Mr.  Miller.  Thank  you. 

Mr.  Bonilla? 

Mr.  Bonilla.  Thank  you,  Chairman. 

RURAL  HEALTH  OUTREACH 

I  have  a  couple  more  questions,  and  we  have  to  go  vote  here  in 
just  a  minute.  But  before  I  leave,  I  want  to  ask  a  little  bit  more 
about  the  funding.  HRSA  is  asking  for  an  additional  $2.3  million 
for  rural  outreach  grants.  Dr.  Sumaya,  do  you  believe  that  the  ad- 
ditional amount  could  support  an  increase  of  11  new  projects,  for 
a  total  of  3 1  new  projects  in  fiscal  year  1997? 

Dr.  Sumaya.  First,  let  me  answer  that  in  part,  and  then  have 
Mr.  Jeff  Human  provide  some  additional  comments.  I  think  the  ac- 
tivities that  we  have  proposed  in  rural  health  make  for  a  very  ro- 
bust and  strong  program.  What  we  have  proposed  in  the  research 
area,  which  is  somewhat  of  a  misnomer,  since  it's  really  much  more 
than  research  on  rural  health.  It  includes  the  development  of  infor- 
mation and  resources  and  ability  to  work  with  various  communities 
with  those  resources  through  a  clearinghouse  and  through  an  advi- 
sory committee  and  through  telemedicine  activities  and  through 
the  research  centers,  etc.  As  a  whole,  these  are  programs  extremely 
needed  and  important  and  tie  in  directly,  I  think,  with  the  out- 
reach grants  that  we  have.  So  I  think  what  we  are  presenting  to 
you  is  a  strong  commitment  to  the  rural  health  arena. 

Additional  comments  by  Mr.  Human. 

Mr.  Human.  We've  had  great  demand  for  the  rural  health  out- 
reach grants  from  all  across  the  country.  This  year  we  have  295  ap- 
plications pending,  even  though  it  was  unclear  what  level  of  fund- 
ing we  would  receive,  and  even  though  it  was  stated  clearly  in  the 
Federal  Register  notice  that  we  would  be  able  to  provide  no  more 
than  25  to  30  new  grants. 

Next  year  is  what  we  call  a  "bulge"  year.  We  will  have  about  100 
grants  that  we  made  in  1994  expiring.  If  history  is  any  guide,  most 
of  those  will  continue  on  without  Federal  funding.  They  are  prepar- 
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ing  for  that  this  year,  they  have  been  preparing  all  during  the  time 
they've  been  getting  Federal  money.  And  that  means  that  even 
without  an  increase,  we'll  be  able  to  make  about  100  new  grants. 
And  we  can  make  more  grants  based,  on  the  average  beginning 
grant  size  of  about  $180,000  a  grant,  that  we've  been  experiencing 
the  last  couple  of  years,  which  means  upward  of  15  new  grants 
with  an  additional  $2.3  million. 

So  it  would  be  important  do  so.  We  would  expect  many  more  ap- 
plications next  year,  over  600  would  be  my  initial  guess,  since  it 
is  a  bulge  year,  and  since  communities  will  think  they  have  a  bet- 
ter opportunity. 

These  grants  are  based  on  the  assumption  that  if  you've  seen  one 
rural  area,  you've  seen  one  rural  area.  There  are  a  lot  of  different 
needs  in  differing  communities.  And  this  enables,  with  a  very  flexi- 
ble kind  of  funding,  for  one  community  to  start  a  mental  health 
program,  another  community  to  retrain  their  EMT  technicians,  and 
a  third  community  to  establish  some  kind  of  a  distance  education 
link  with  a  tertiary  care  center  somewhere  else.  As  long  as  a  grant- 
ee either  provides  services  or  enhances  the  provision  of  services,  it's 
eligible  for  possible  grant  support.  Our  reviewers  are  mostly  non- 
Federal  people  from  communities  like  the  ones  that  are  applying 
for  the  funding.  They  have,  I  think,  a  pretty  good  focus  on  what 
the  needs  are. 

And  consortiums  of  organizations  are  expected  to  apply.  The  or- 
ganization that  is  the  applicant  might  be  a  community  health  cen- 
ter or  a  local  government.  But  it's  expected  to  have  a  couple  of 
partners  to  go  along  with  it,  to  work  with  it,  so  that  we're  building 
integrated  systems  of  care  in  the  communities  that  receive  the 
funding  as  well. 

The  outreach  program  is  unique  in  that  if  you're  in  an  urban 
area  and  want  to  do  good  things  in  rural  areas,  you  can't  apply. 
The  money  has  to  go  to  the  rural  area.  It  has  to  be  managed  locally 
by  the  local  people.  It  has  to  be  spent,  for  the  most  part,  in  the 
rural  area,  and  it  has  to  be  for  the  rural  people.  So  it's  the  one 
really  great  opportunity  for  a  rural  community  to  not  only  improve 
its  health  care  system,  but  to  take  better  charge  of  its  own  destiny 
and  to  bring  in  resources  that  will  be  spent  right  in  the  community. 

Mr.  BONILLA.  Thank  you  very  much.  I  think  our  time  has  expired 
by  the  call  of  the  Capitol.  So  we're  going  to  have  to  conclude. 
Thank  you  very  much. 

Dr.  SUMAYA.  Thank  you. 

DUPLICATION  OF  PROGRAMS 

Mr.  MILLER.  There  are  some  more  questions  we'll  submit  in  writ- 
ing. I  have  a  question — which  I  don't  have  time  for  an  answer  right 
now — about  the  duplication  of  programs.  Is  there  an  effort  to  seek 
out  and  eliminate  duplication,  and  Fm  sure  there  is,  but  if  I  could 
have  some  confirmation.  You  mentioned  telemedicine,  well,  NIH 
does  telemedicine,  too,  for  example.  This  morning  we  were  meeting 
regarding  overlapping  programs;  Mr.  Williams  has  to  face  this  all 
the  time. 

But  there  are  a  series  of  other  questions  we'll  submit  for  the 
record. 

[The  information  follows:! 
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TELEMEDICINE 

Beginning  in  1988,  the  Office  of  Rural  Health  Policy  (ORHP)  in 
HRSA  has  been  recognized  as  playing  a  key  role  in  moving 
telemedicine  projects  into  rural  and  remote  locations.   The 
Office  started  with  one  project  in  Texas,  which  continues  today 
without  federal  funding. 

In  all  of  ORHP ' s  telemedicine  activities,  the  emphasis  has  been 
on  the  use  of  telecommunications  to  improve  access  to  quality 
services  in  rural  communities.   In  addition  to  its  support  of  a 
telemedicine  project  in  West  Virginia,  ORHP  established  the  Rural 
Telemedicine  Grant  program  in  1994.   The  focus  of  this  program  is 
twofold:  the  delivery  of  health  care  services  to  rural  residents 
using  telemedicine,  and  the  evaluation  of  telemedicine  as  a  tool 
for  improving  access  to  care  in  rural  areas .   Although  grant 
funds  do  not  support  didactic  continuing  education  programs, 
projects  use  their  ORHP- supported  telemedicine  systems  for 
continuing  education  of  health  care  professionals.   Eleven  grants 
have  been  awarded  under  this  program. 

Grantees  of  the  Rural  Telemedicine  Grant  program  must  have 
telemedicine  networks  that  include  a  multispecialty  entity,  a 
small  rural  hospital,  and  a  rural  primary  care  clinic.   All 
grantees  must  provide  teleconsults  in  8  designated  specialty 
areas,  including  teleradiology,  dermatology,  cardiology,  and 
mental  health.   These  requirements  are  unique  to  this  program. 
Evaluation  of  these  telemedicine  systems  is  a  key  part  of  the 
grant  program.   All  grantees  are  required  to  assess  costs, 
savings,  utilization,  and  patient  and  provider  satisfaction. 
They  also  must  participate  in  an  exploratory  evaluation  of  rural 
telemedicine  that  is  being  conducted  under  a  contract  awarded  by 
HRSA/ORHP.   These  projects  are  expected  to  address  many  of  the 
lingering  questions  about  telemedicine,  including  its  long-term 
viability  as  a  means  to  improve  access  to  health  care  for  rural 
residents,  its  costs  to  and  savings  for  rural  health  care 
facilities,  and  its  effect  on  reducing  isolation  and  thereby 
improving  the  recruitment  and  retention  of  rural  health  care 
professionals . 

Telemedicine  is  a  highly  complex  and  multi-faceted  field 
requiring  exploration  on  many  fronts.   Therefore,  this 
exploration  is  being  carried  out  in  a  variety  of  appropriate 
Federal  agencies,  each  with  a  different  program  emphasis  to 
reflect  its  mission  and  expertise.   For  example,  as  noted  above, 
ORHP  has  emphasized  the  role  of  telemedicine  in  promoting  access 
to  services  in  rural  communities.   The  Rural  Utilities  Service 
has  emphasized  helping  communities  build  the  telecommunications 
infrastructure  necessary  for  distance  learning  and  health 
applications.   The  Health  Care  Financing  Administration  has 
emphasized  studies  to  evaluate  payment  alternatives  for 
telemedicine.   As  a  part  of  the  President's  multi-agency 
initiative  on  High  Performance  Computing  and  Communication 
(HPCC) ,  the  National  Library  of  Medicine  awarded  12  contracts  in 
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1994.   The  contracts  focused  on  informatics,  electronic  patient 
records,  and  specific  specialty  areas  for  teleconsults,  e.g., 
teledermatology,  teleradiology,  neuroradiology  imaging.   They  are 
research  oriented  and  should  provide  valuable  information  about 
quality  in  the  areas  studied.  Recently,  NLM  has  announced  a  new 
request  for  contract  proposals  to  conduct  similar  types  of 
research-oriented  studies. 

In  order  to  avoid  the  duplication  of  the  kind  you  are  concerned 
about ,  and  to  promote  integration  of  knowledge  gained  from 
Federal  endeavors,  the  agencies  coordinate  their  activities 
through  the  Joint  Working  Group  on  Telemedicine,  the  Federal 
interagency  group  that  coordinates  telemedicine  policy  and 
programs  across  all  Federal  agencies.   In  addition  to  its  grant 
and  evaluation  activities,  ORHP  chairs  and  provides  staff  support 
to  the  Working  Group.  '  Through  the  Working  Group,  ORHP  assures 
that  its  activities  build  upon  and  complement  those  of  other 
agencies.   For  example.  Office  representatives  review  all  program 
guidance,  grants  and  contracts  awarded  by  other  agencies  to 
minimize  duplication.   Evaluation  findings  are  shared  among 
agencies.   To  this  end,  the  Working  Group  has  developed  an 
evaluation  framework  to  facilitate  the  development  of  evaluation 
strategies  among  agencies. 
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Mr.  Miller.  But  because  of  the  votes,  we  will  adjourn  for  now. 
Thank  you  all  very  much.  We  appreciate  the  information  you  pro- 
vided. And  we  will  meet  again  tomorrow  at  10:00  o'clock  in  the 
morning. 

Dr.  SUMAYA.  Thank  you,  Mr.  Miller. 

Mr.  Miller.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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AIDS  PROGRAMS 

Mr.  Porter:   Your  1997  request  for  Ryan  White  AIDS  programs  is  $807 
million,  more  than  your  request  for  the  entire  community  health  centers  program. 
As  AIDS  patients  live  longer  and  science  finds  better  treatments,  the  cost  of  the 
program  is  likely  to  escalate  further.   What  are  your  outyear  projections  for  the 
cost  of  the  Ryan  White  program? 

Dr.  Sumaya:  The  outyear  projections  included  in  the  FY  1997  President's 
budget  for  the  Ryan  White  are:  FY  1998,  $831  million;  FY  1999,  $854  million; 
FY  2000,  $878  million;  FY  2001,  $903  million;  and  FY  2002,  $928  million. 

Mr.  Porter:   It  would  seem  that  States  could  reap  substantial  savings  on 
AIDS  drugs  if  they  had  access  to  the  purchasing  discounts  available  through  your 
Office  of  Drug  Pricing  Policy.   Is  this  something  that  HRSA  is  considering  to 
stretch  Ryan  White  AIDS  dollars? 

Dr.  Sumaya:   Under  Section  602  of  the  Veterans  Health  Care  Act  of  1992, 
State  Ryan  White  AIDS  programs  are  eligible  to  participate  in  the  drug  discount 
program  administered  by  the  Office  of  Drug  Pricing. 

We  are  working  with  the  States  and  the  Office  of  Drug  Pricing,  and  other 
entities  to  facilitate  the  States  obtaining  the  lowest  overall  cost  for  the  purchase 
and  dispensation  of  AIDS  drugs. 

NATIONAL  HEALTH  SERVICE  CORPS 

Mr.  Porter:  What  share  of  the  physicians  at  community  health  centers  are 
supplied  by  the  National  Health  Service  Corps? 

Dr.  Sumaya:   Integral  to  the  successful  operation  of  Health  Centers  are  the 
resources  and  providers  offered  through  the  NHSC.   Currently,  NHSC  providers 
represent  approximately  one-fourth  of  the  total  number  of  physicians  (one-sixth  of 
the  total  number  of  the  primary  care  providers)  employed  by  Health  Centers. 

Approximately  two-thirds  of  NHSC  federally  supported  providers  work  in 
Health  Centers.   Without  the  NHSC,  many  Health  Centers  would  be  unable  to 
attract  a  sufficient  quantity  of  health  professionals  to  maintain  their  operations. 

COMMUNITY  HEALTH  CENTERS 

Mr.  Porter:   The  managed  care  revolution  presents  significant  challenges  to 
community  health  centers,  particularly  as  most  States  convert  their  Medicaid 
programs  to  capitated  plans.   Do  you  expect  community  health  centers'  Medicaid 
receipts  to  decline  because  of  the  difficulty  of  competing  in  the  managed  care 
market? 
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Dr.  Sumaya:   As  States  have  moved  their  Medicaid  populations  into 
managed  care  arrangements,  several  changes  in  State  Medicaid  programs  have 
been  implemented  which  have  had  a  significant  financial  impact  on  Health 
Centers.   These  changes  include: 


•  Changes  in  the  number  of  persons  eligible  for  Medicaid  services  —  several 
States  have  expanded  the  level  of  eligibility  for  services  as  they  have 
moved  their  Medicaid  populations  into  managed  care  arrangements; 

•  Changes  in  the  level  of  services  covered  by  State  Medicaid  programs  — 
most  State  Medicaid  programs  are  reducing  and/or  limiting  the  number  and 
level  of  services  covered  under  their  Medicaid  program;  and 

•  Selection  of  a  limited  number  of  Medicaid  providers  and  decreases  in  the 
level  of  payme.-it  for  Medicaid  covered  services  —  as  States  have  moved  to 
capitate  their  Medicaid  populations,  States  are  assigning  their  patients  to  a 
limited  number  of  selected  providers  and  are  also  reducing  the  level  of 
payments  to  these  providers. 

In  sum,  these  changes  in  State  Medicaid  programs  have  had  and  will 
continue  to  have  significant  effects  on  the  financial  viability  of  Health  Centers. 
The  first  two  changes  in  State  Medicaid  programs  are  largely  outside  of  the 
control  of  Health  Centers.   Changes  in  the  number  of  people  served  and  coverage 
levels  are  primarily  State  Medicaid  program  decisions  and  centers  must  respond  to 
these  changes  and  make  financial  adjustments  as  necessary. 

With  respect  to  the  third  change  in  State  Medicaid  programs,  Health 
Centers  can  and  are  responding  proactively  and  aggressively.   To  assure  that  they 
can  continue  to  serve  their  underserved,  high  risk  patients,  centers  have 
aggressively  negotiated  with  State  Medicaid  agencies  and  HMOs  to  assure  that 
they  are  included  in  both  mandated  and  voluntary  Medicaid  managed  care 
programs.   They  have  also  struggled  to  negotiate  adequate  financial  payments  for 
their  services. 

As  a  result,  in  every  State  with  substantial  Medicaid  waiver  activity, 
Health  Centers  are  participating  in  managed  care. 

As  of  March  1996,  350  Health  Centers  were  participating  in  managed  care 
arrangements.    These  centers  have  approximately  700,000  Medicaid  managed  care 
enrollees.   This  is  an  increase  of  approximately  59  percent  over  the  previous  2 
years.    As  of  April  1996,  there  were  25  health  center-based  health  plans  across 
the  country  operating  or  near  operational,  serving  approximately  450,000 
Medicaid  managed  care  members.   These  health  plans  are  owned  in  whole  or  in 
part  by  health  centers.   The  25  health  center-based  plans  encompass  134  health 
centers  and  include  a  wide  variety  of  public  and  private  partners. 


430 


In  the  aggregate,  however,  based  on  the  aforementioned  changes  in  the 
Medicaid  program  (outside  and  within  the  control  of  Health  Centers),  we  expect  to 
see  a  slight  decline  in  Medicaid  receipts  for  Health  Centers.   But  the  effects  of  the 
transition  to  Medicaid  managed  care  across  individual  Health  Centers  will  vary 
according  to  their  State  Medicaid  environment  and  local  health  care  conditions. 
Thus,  we  have  seen: 

•  Some  centers  increase  their  number  of  patients  through  Medicaid  managed 
care. 

•  Some  centers  lose  their  patients  to  managed  care  organizations  because  of 
State  default  assignment  of  Medicaid  patients  —  patients  who  when 
provided  the  opportunity,  returned  to  their  previous  centers. 

•  any  centers  that  are  being  paid  financially  adverse  rates  by  HMOs  —  rates 
below  old  Medicaid  fee-for-service. 

•  Other  centers  that  have  reasonable  financial  contracts  with  HMOs  and 
States. 

The  Administration's  Medicaid  proposal  supports  Health  Centers  as  they 
transition  into  Medicaid  managed  care  arrangements.   While  it  repeals  the  Federal 
requirement  that  Federally  Qualified  Health  Centers  (FQHCs)  and  Rural  Health 
Clinics  (RHCs)  be  paid  on  a  reasonable  cost  basis,  it  does  so  beginning  in  FY 
1999.   This  allows  Health  Centers  a  two  year  period  to  adjust  their  operations  and 
prepare  for  the  transition  in  Medicaid  payment  and  delivery  policy. 

In  addition,  the  Administration's  Medicaid  proposal  creates  two  special 
Disproportionate  Share  Hospital  (DSH)  pools  to  ease  the  transition  to  a  more 
streamlined  DSH  program.   The  two  pools  are:  1)  Pool  for  undocumented 
persons'  medical  care:   a  100  percent  Federal  pool  would  be  allocated  among  the 
15  States  with  the  largest  number  of  undocumented  persons  in  proportion  to  the 
State's  share  of  the  total  number  of  undocumented  persons;  and  2)  Pool  for  States 
with  large  Medicaid  shortfalls  and  unsponsored  care  burdens:   a  100  percent 
Federal  pool  would  be  allocated  equally  among  the  ten  States  with  the  highest 
percentage  of  Medicaid  shortfall  and  unsponsored  care  as  measured  by  the 
American  Hospital  Association.   Under  the  Administration's  proposal,  States 
would  be  allowed  to  spend  the  DSH  funds  on  FQHCs  and  RHCs  and  other 
providers. 

Mr.  Porter:   Do  the  Administration's  1997  Medicaid  proposal  and  State 
waivers  if  currently  approved  preserve  the  cost-based  reimbursement  community 
health  centers  currently  enjoy  under  Medicaid? 

Dr.  Sumaya:   Under  1915(b)  Medicaid  waivers  States  are  not  allowed  to 
waive  cost-based  reimbursement.    Yet,  some  States  have  been  reluctant  to 
maintain  cost-based  reimbursement  under  1915(b)  waivers.   This  has  caused 
significant  financial  difficulties  for  the  Health  Centers.' 
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Section  1 1 15  Medicaid  waivers  allow  States  to  make  dramatic  changes  in 
their  Medicaid  program  that  include  in  many  cases  the  waiver  of  FQHC  services 
and  cost-based  reimbursement.   Eight  of  the  ten  States  with  approved  and 
implemented  section  1115  demonstrations  waive  cost-based  reimbursement  for 
health  centers. 

Under  section  1115  waivers  States  have  changed  the  level  of 
reimbursement  previously  required  under  the  Medicaid  law  to  Health  Centers.    In 
some  States,  Health  Centers  are  experiencing  significant  reductions  in  Medicaid 
revenue  which  may  result  in  decreases  in  capacity  and  provision  of  enabling 
services. 

Mr.  Porter:    Do  community  health  centers  receive  immunization  vaccine 
under  the  CDC  Vaccines  for  Children  program? 

Dr.  Sumaya:   On  October  1,  1994,  the  Vaccines  for  Children  program 
mandated  by  OBRA  1993  went  into  effect.   Children  entitled  to  free  vaccines 
under  this  new  program  were:   Medicaid  enrollees;  those  without  health 
insurance;  those  whose  health  insurance  did  not  cover  immunizations;  and  Native 
Americans.    As  a  result,  virtually  all  children  enrolled  in  Health  Centers  receive 
all  of  their  vaccines  for  free. 

The  Vaccines  for  Children  program  has  made  it  easier  for  Health  Centers 
to  secure  an  adequate  supply  of  vaccines  for  the  number  of  children  seen  by  their 
providers  (over  3.5  million  children  served  in  FY  1995). 

Mr.  Porter:   What  is  the  extent  of  school-based  health  services  supported 
by  the  various  HRSA  programs?   Your  justification  states  that  250  community 
health  centers,  the  health  care  for  the  homeless  program,  and  the  Maternal  and 
Child  Health  Block  Grant  all  support  school-based  health  activities. 

Dr.  Sumaya:   HRSA's  Bureau  of  Primary  Health  Care  (BPHC)  supports 
over  250  school-affiliated  health  centers  through  its  Community  and  Migrant 
Health  Center  Program,  and  also  through  its  Health  Care  for  the  Homeless 
Program,  which  provides  the  major  funding  for  the  Healthy  Schools,  Healthy 
Communities  Program  (HSHC).   HSHC  has  established  27  comprehensive  school- 
based  health  centers  for  at-risk  children  and  youth.  To  promote  school  health 
services,  nationwide,  the  BPHC  has  joined  with  the  Department  of  Education  to 
foster  linkages  between  Chapter  I  schools  and  Community  Health  Centers.  During 
the  past  three  years,  BPHC  has  provided  funds  to  school-affiliated  health  centers 
to  enable  them  to  better  deliver  mental  health  and  violence  prevention  services. 
Annually,  BPHC's  investment  in  school-affiliated  health  centers,  through  the 
Health  Care  for  the  Homeless  program,  is  about  $4.7  million. 
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HRSA's  Bureau  of  Health  Professions  (BHPr)  provides  support  for  three 
special  project  grants  for  nurse-managed  clinics  located  in  schools.   In  1994, 
BHPr  funded  nine  nurse  practitioner  projects  to  prepare  nurses  as  pediatric 
practitioners  including  school  nurse  practitioners.   The  BHPr  also  provides 
technical  assistance  to  clinicians  practicing  in  school-affiliated  settings. 

HRSA's  Maternal  and  Child  Health  Bureau  (MCHB)  supports  School- 
affiliated  health  services  through  its  program  of  state  block  grants.   In  the  1993-94 
school  year,  25  states  allocated  over  $11  million  dollars  of  their  state  MCH  block 
grant  to  fund  school  health  services.   In  addition,  MCHB's  Special  Projects  of 
Regional  and  National  Significance  (SPRANS)  grants  support  a  variety  of 
demonstration  projects  that  support  school-affiliated  health  services,  including  staff 
development,  mental  health  services  infrastructure  development  in  states,  and 
school  mental  health  services  resource  centers. 

Mr.  Porter:  To  what  extent  are  rural  community  health  centers  involved  in 
the  telemedicine  programs  sponsored  by  HRSA,  HCFA  or  the  National  Library  of 
Medicine? 

Dr.  Sumaya:  We  have  identified  1 1  community  or  migrant  health  centers 
that  have  telemedicine  programs  funded  by  HRSA  and  HCFA  -  one  in  California 
(HRSA),  two  in  Georgia  (HCFA),  three  in  Kentucky  (HRSA),  three  in  North 
Carolina  (HRSA),  two  in  West  Virginia  (HRSA).   At  this  time,  three  CHCs  (one 
each  in  Kentucky,  Montana,  and  West  Virginia)  are  to  be  added  to  the  current 
telemedicine  programs  funded  by  HRSA,  with  more  possibly  added  under  new 
awards  made  by  the  three  agencies  next  year.   To  our  knowledge,  NLM  does  not 
fund  currently  any  interactive  video  telemedicine  projects  at  community  health 
centers. 

HEALTH  PROFESSIONS  PROGRAMS 

Mr.  Porter:   How  much  medical  training  is  financed  through  the  indirect 
and  direct  medical  education  reimbursements  under  the  Medicare  program? 

Dr.  Sumaya:   Graduate  medical  education  (GME)  reimbursements  for 
medical  training  primarily  support  specialty  training  in  hospitals  serving  Medicare 
patients.   Other  health  professions  training  programs  addressing  health  professions 
workforce  needs,  such  as  primary  care,  diversity,  nursing,  and  student  assistance 
are  funded  through  Title  VII  and  Title  VHI  authorities. 

Medicare  DME  payments  for  FY  1996  are  projected  to  be  $1.92  billion. 

(The  direct  costs  (DME)  of  GME  are  intended  to  cover  salaries  and  fringe 
benefits  of  residents,  the  salaries  of  supervising  faculty  and  a  portion  of  overhead 
costs  that  can  be  allocated  to  GME.   A  per-resident  amount  is  paid  based  on 
historical  costs,  the  hospital's  medical  patient  load  and  technical  adjustments.) 


433 


Medicare  IME  payments  for  FY  1996  are  projected  to  be  $4.89  billion. 

(The  indirect  (IME)  costs  of  GME  are  paid  by  Medicare  to  compensate  for 
costs  of  education  that  are  not  included  in  DRGs  and  for  the  higher  intensity  of 
illness  of  the  patients.) 

Medical  AAPCC  payments  were  estimated  at  about  $400  million  in  FY  1995. 

(Medicare  also  pays  risk-based  HMOs  and  Average  Adjusted  Per  Capita 
Cost  (AAPCC)  based  on  expected  fee-for-service  payments,  which  includes  GME 
payments.   The  HMOs  are  not  required  to  provide  any  GME  payment.) 

Mr.  Porter:   What  is  the  Public  Health  Service  Corps  you  are  proposing  in 
the  primary  care  cluster,  and  how  is  it  different  from  the  National  Health  Service 
Corps? 

Dr.  Sumaya:  The  Public  Health  Service  Corps  (PHSC)  shares  with  the 
National  Health  Service  Corps  (NHSC)  the  concept  of  public  service.   The  PHSC 
differs  significantly  from  the  NHSC  since  the  focus  is  on  public  health  problems, 
environmental  health  concerns,  community  health  emergencies,  and  maintaining 
the  essential  services  of  public  health  in  areas  where  expertise  and  professional 
assistance  are  unavailable.   The  PHSC  would  be  locally  administered,  the  students 
would  not  be  selected  centrally  and  they  would  not  be  Federal  employees  with 
obligated  service  outside  their  State.   The  PHSC  would  help  students  and  faculty 
become  community  practitioners  aware  of  community  needs  and  resources,  assist 
States  and  communities  in  meeting  critical  public  health  problems,  and  provide 
appropriately  educated  public  health  professionals  for  employment  communities. 
Students  and  faculty  in  accredited  public  health  schools  and  programs  would 
receive  educational  assistance,  training,  and  special  services  in  States  and 
communities  to  assist  in  meeting  the  demands  and  needs  for  public  health  expertise 
and  research  in  community  and  population-based  public  health  problems.   The 
concept  of  a  commitment  to  State  and  community  needs  by  the  public  health 
workforce  is  not  new;  however,  efforts  have  often  been  erratic  and  uncoordinated. 
The  PHSC  would  replace  the  current  uncoordinated  faculty  and  student  projects  by 
developing  a  community/State/academic  partnership  coalition.  The  partnership 
would:  (1)  assure  State  and  community  involvement  in  setting  priorities  for 
essential  services;  (2)  assist  in  developing  community  site  support  required  to  meet 
identified  public  health  needs;  (3)  foster  community  research  and  coordination 
with  other  research  at  the  community  level;  (4)  assist  faculty  development  in  the 
areas  of  emerging  critical  public  health  problems  and  population  based  health  care 
issues;  and  (5)  provide  faculty  expertise  to  help  solve  community  public  health 
problems  and  shortages  of  public  health  personnel. 

HEALTHY  START 

Mr.  Porter:   How  does  Healthy  Start  relate  to  the  Secretary's  new  $30 
million  pregnancy  prevention  initiative  in  the  Administration  for  Children  Youth 
and  Families? 
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Dr.  Sumaya:   The  DHHS  Teenage  Pregnancy  Prevention  Initiative  will 
provide  demonstration  grants  to  local  communities  to  develop,  expand  or 
strengthen  promising  strategies  for  meeting  the  developmental  needs  of  young  men 
and  women  to  prevent  teenage  pregnancy.   Its  principal  objective  is  to  sustain  as 
well  as  build  on  this  progress,  to  support  and  enhance  local  community  efforts, 
and  to  increase  the  scope  of  local  initiatives  to  help  families  and  youth. 

All  of  the  communities  served  by  Healthy  Start  have  high  teen  pregnancy 
rates.   The  Healthy  Start  projects  have  unique  strategies  that  focus  on  teen 
pregnancy  prevention  and  provide  social,  economic,  and  medical  services  to 
pregnant  teens.   Building  on  the  lessons  learned  from  implementing  community 
based  and  community  driven  teen  programs,  Healthy  Start  is  in  the  unique  position 
to  act  as  a  resource  for  communities  developing  teen  programs. 

To  address  the  issues  relating  to  the  teen  pregnancy  problem  in  their 
communities,  the  Healthy  Start  projects  provide  a  variety  of  services  and  programs 
that  promote  healthy  life  styles,  empower  youth,  encourage  goal  setting,  teach 
ways  to  resolve  conflict,  and  enhance  self  esteem.   Examples  of  strategies  for  teen 
pregnancy  prevention,  and  services  to  pregnant  and  parenting  teens  by  Healthy 
Start  include: 


case  management  for  pregnant  teens  by  teens; 

childbirth  and  parenting  classes; 

child  care  for  teens  to  return  to  school; 

targeting  fathers  of  babies  born  to  teens  to  promote  responsible 
fatherhood; 

preventing  early  fatherhood  through  male  mentoring  programs; 

encouraging  teen  participation  in  program  development  and  funding 
decisions  of  the  project  by  promoting  participation  in  the 
community  consortia; 

building  good  parenting  skills  by  allowing  teens  to  volunteer  in 
child  care  programs  run  by  the  projects. 

HANSEN'S  DISEASE  -  CARVILLE  FACILITY 


Mr.  Porter:   The  patient  population  at  the  Hansen's  Disease  residential 
treatment  facility  in  Carville,  Louisiana  is  growing  smaller  and  older,  and  is  not 
being  replenished,  since  most  treatment  is  now  managed  on  an  outpatient  basis. 
What  is  your  agency's  long-term  plan  for  the  Center? 
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Dr.  Sumaya:   The  long  range  plan  for  the  program  involves  moving  all 
activities  of  the  program  (long  and  short  term  care,  training,  and  administration) 
to  smaller,  less  costly  facilities  in  the  Baton  Rouge  area.   The  timing  of  the  move 
is  dependent  on  the  availability  of  funds  and  legislative  approval.   Prior  to  such  a 
move,  the  gradual  downsizing  through  attrition  will  continue.   The  research 
activity  is  currently  located  in  leased  space  at  Louisiana  State  University  in  the 
Baton  Rouge  area. 

Mr.  Porter:   Last  year  the  Committee  suggested  the  use  of  stipends  to 
encourage  the  remaining  residents  to  move  out  of  the  Carville  facility  to 
independent  or  assisted  living  elsewhere.   If  resources  were  made  available,  would 
you  pursue  the  stipend  option? 

Dr.  Sumaya:  The  provision  of  an  assisted  living  allowance  to  those  long 
term  residents  who  could  and  would  agree  to  live  independently  is  part  of  the  long 
term  plan.   Once  all  concerns  regarding  legislative  authority  for  the  payment  of 
the  allowance  and  moving  from  the  Carville  facility  are  addressed,  implementation 
of  the  plan  can  begin  if  sufficient  funds  are  available. 

OFFICE  OF  DRUG  PRICING  POLICY 

Mr.  Porter:  We  have  heard  complaints  that  hemophilia  treatment  centers, 
who  benefit  from  reduced  drug  prices  through  the  efforts  of  your  Office  of  Drug 
Pricing,  are  not  required  to  pass  along  those  savings  to  their  clients.  Have  your 
regulations  been  structured  to  include  such  a  requirement? 

Dr.  Sumaya:   The  Office  of  Drug  Pricing  has  no  statutory  authority  to 
regulate  this  practice. 

Mr.  Porter:   Have  you  published  guidelines  defining  "comprehensive 
hemophilia  treatment  centers"  to  ensure  that  entities  that  do  not  provide  patient 
treatment  cannot  take  advantage  of  the  drug  discount  program? 

Dr.  Sumaya:   Yes.   The  Maternal  and  Child  Health  Bureau  publishes  a 
Hemophilia  Program  grant  guidance  on  an  annual  basis.   To  qualify  for  funding,  a 
comprehensive  hemophilia  treatment  center  must  adhere  to  the  "Standards  and 
Criteria  for  the  Care  of  Persons  With  Congenital  Bleeding  Disorders",  as 
published  by  the  National  Hemophilia  Foundation. 

CHRONIC  FATIGUE  SYNDROME 

Mr.  Porter:   At  the  last  CFIDS  Interagency  Coordinating  Committee 
meeting,  a  request  was  made  for  HRSA  to  conduct  a  national  training  seminar  on 
CFIDS  through  Area  Health  Education  Centers.    How  are  you  responding  to  this 
request? 
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Dr.  Sumaya:   Beginning  in  January  1996,  HRSA  was  invited  to  have 
representation  on  the  CFIDS  Interagency  Coordinating  Committee.   Consequently, 
HRSA  has  developed  initiatives  in  this  area.   The  Agency  initiated  a  meeting 
between  Federal  Area  Health  Education  Centers  (AHEC)  Program  staff  and 
representatives  of  the  CFIDS  Association  of  America.   The  purpose  of  the 
meeting,  which  was  held  on  April  11,  was  to  share  information  about  the  AHEC 
Program  and  the  educational  interests  of  the  CFIDS  Association  and  to  discuss 
mutual  areas  of  collaboration.   As  a  result  of  the  meeting,  it  was  agreed  that  the 
following  steps  would  be  taken:   (1)  dissemination  of  CFTDS  educational  materials 
to  approximately  40  AHEC  programs  and  125  community-based  AHEC  centers; 
(2)  development  of  a  workgroup  consisting  of  AHEC  Program  Directors  and 
CFIDS  Association  officials  to  look  at  training  needs  related  to  CFIDS;  and  (3) 
presentation  of  educational  materials  by  CFTDS  Association  officials  at  the  next 
national  meeting  of  AHEC  Program  Directors  and  AHEC  Center  Directors. 
Details  of  these  collaborative  efforts  are  being  worked  out  by  the  respective  staffs. 
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POOLING  FOR  HEALTH  PROFESSIONS 

Mr.  Bonilla:    Do  you  still  believe  as  you  did  last  year,  that  the  cuts  will 
only  hurt  the  administrative  costs  to  any  programs  that  are  being  proposed  for 
clustering  and  not  the  delivery  portion?   If  not  do  you  know  which  programs  will 
be  cut  at  the  expense  of  patients? 

Dr.  Sumaya:   No,  three  clusters  have  been  reduced  from  the  FY  1996 
Policy  level.   These  are  Programs  for  Special  Populations,  Enhanced  Area  Health 
Education,  and  the  Minority/Disadvantaged  Health  Professions  Cluster.   Last 
year,  clustered  programs  were  reduced  from  the  FY  1995  rescission  level  by 
administrative  costs.   The  three  clusters  reduced  in  the  FY  1997  budget  will  result 
in  programmatic  reductions. 

For  Programs  for  Special  Populations,  the  reduction  for  FY  1997  is 
$4,023,000  below  the  FY  1996  Policy  level.   This  level  includes  Native  Hawaiian 
Health  Care,  Payment  to  Hawaii,  and  a  reduction  to  the  Black  Lung  Clinics.   The 
Pacific  Basin  Initiative  and  the  State  Alzheimer's  Disease  programs  have  been 
eliminated. 

The  Enhanced  Area  Health  Education  Centers  Cluster  includes  a  reduction 
of  $7,272,000,  or  17%,  below  the  FY  1996  Policy  Level.   Although  specific 
programmatic  funding  levels  have  not  been  determined,  it  is  expected  that  the 
programmatic  funding  levels  in  general  would  be  reduced  accordingly. 

The  Minority/Disadvantaged  Health  Professions  Cluster  includes  a 
reduction  of  $16,319,000,  or  20%,  below  the  FY  1996  Policy  level.    Likewise, 
specific  funding  for  these  programs  have  not  been  determined,  but  reductions  of 
approximately  20%  are  likely  for  all  programs  included  in  the  cluster. 

RURAL  HEALTH 

Mr.  Bonilla:   How  will  the  $1.5  million  cut  (16  percent)  to  the  rural  health 
research  program  effect  this  program? 

Dr.  Sumaya:  The  rural  health  research  budget  line  actually  encompasses 
several  programs.   We  currently  plan  to  make  all  of  required  savings  in  the  largest 
grant  program  -  the  telemedicine  program.   We  believe  all  of  the  $1.5  million  cut 
may  be  able  to  be  absorbed  by  simply  not  funding  as  many  new  telemedicine 
projects  in  FY  1997. 

Mr.  Bonilla:  Will  HRSA  get  some  savings  from  the  1 1  rural  telemedicine 
demonstration  grants  that  are  in  their  final  year? 

Dr.  Sumaya:   No.  All  of  those  projects  will  be  completed,  and  as  noted 
above,  we  will  achieve  savings  by  funding  fewer  new  projects. 
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Mr.  Bonilla:   Could  you  continue  the  telemedicine  grants  but  cut  the 
Advisory  Committee  or  the  clearinghouse  or  eliminate  some  FTE's? 

Dr.  Sumaya:   That  will  not  be  necessary.    As  I  indicated,  we  expect  to 
achieve  sufficient  savings  from  new  Telemedicine  starts. 

Mr.  Bonilla:   Are  there  other  programs  at  HRSA  that  promote 
telemedicine? 

Dr.  Sumaya:   Office  of  Rural  Health  Policy  funds  the  only  specific 
programs  for  telemedicine  within  HRSA.   Other  HRSA  grantees,  however, 
frequently  use  telecommunications  technology,  particularly  for  distance  education. 
In  this  regard,  I  would  cite  the  Area  Health  Education  centers  as  significant  users. 
Many  other  HRSA  grantees  use  advanced  telecommunications,  such  as  the 
Internet,  for  transmitting  information,  although  we  have  no  formal  surveys  on  the 
prevalence  and  frequency  of  use. 

DIABETES 

Mr.  Bonilla:    Back  in  November,  HRSA  announced  a  distribution  of  a 
monofilament,  a  simple  $10  tool  that  could  help  spare  thousands  of  American 
diabetics  from  foot  amputations,  and  training  materials  to  more  than  600 
community  and  migrant  health  centers  nationwide.   Could  you  update  us  on  the 
Lower  Extremity  Amputation  Prevention  (LEAP)  program? 

Dr.  Sumaya:   Yes,  the  Agency  has  sponsored  a  collaborative  effort  with 
other  federal  and  non-federal  agencies;  such  as  the  Centers  for  Disease  Control, 
the  National  Institutes  of  Health,  Indian  Health  Service,  the  Veterans 
Administration,  and  the  American  Diabetic  Association  to  transfer  low  cost, 
highly  effective  concepts  of  the  Lower  Extremity  Amputation  Prevention,  or 
"LEAP"  program,  which  were  developed  at  the  Carville,  Louisiana  Hansen's 
Disease  Center,  into  the  primary  care  of  diabetic  patients. 

The  Agency  has  also  sponsored  a  national  "LEAP  Into  Primary  Care" 
conference  focusing  on  the  role  of  primary  care  providers  in  preventing 
amputations.   The  program  has  received  national  attention  media  coverage  (CNN, 
AP,  Washington  Post,  New  York  Times,  etc.). 

As  a  part  of  this  effort,  "LEAP"  training  videos  and  other  educational 
material  have  been  developed  which  became  the  center  piece  of  the  National 
Institutes  of  Health's  National  Diabetes  Outreach  Program's  national  educational 
program  to  reduce  amputations. 

The  Bureau  of  Primary  Health  Care  distributed  over  5000  "LEAP"  Kits 
(video,  monofilament,  etc)  to  providers  and  patients  who  requested  them.   An 
additional  4,000  provider  LEAP  kits  and  75,000  consumer  kits  were  distributed  by 
NIH  outreach  program. 
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The  Bureau  has  encouraged  the  primary  care  grantees  that  serve  over  9 
million  predominantly  minority  and  disadvantaged  patients  to  implement  LEAP 
programs  through  numerous  presentations  at  national,  state  and  regional  primary 
care  forums. 

In  collaboration  with  the  Office  of  Minority  Health  and  Region  X  staff,  the 
Bureau  has  sponsored  primary  care  effort  to  reduce  obesity  as  a  means  of  reducing 
the  incidence  of  diabetes  in  African  American  and  Hispanic  groups. 

Another  facet  of  the  program  has  been  the  collaboration  with  the  Health 
Care  Financing  Administration  to  integrate  use  of  the  monofilament  into  its 
Ambulatory  Care  Quality  Improvement  Projects  for  diabetes  that  includes  14,000 
patients  in  both  fee  for  service  settings  (300  MDs/3  States)  and  managed  care  (23 
HMOs/5  States)  programs.   The  goal  is  to  develop  a  model  for  measuring  and 
improving  the  quality  of  care  for  diabetic  patients  in  ambulatory  care  settings. 

SKILL  BUILDING  FOR  CLINICIANS  AND  PATIENTS 

Mr.  Bonilla:   In  order  to  enhance  the  skills  of  health  professionals 
providing  care  in  this  area,  training  in  seven  "Centers  of  Excellence"  in  diabetic 
foot  care  among  primary  care  grantees  has  been  supported.   These  "Centers"  will 
become  geographical  centers  of  influence  that  will  train  other  primary  care 
providers  in  the  prevention  and  treatment  of  problems  that  lead  to  most  diabetic 
amputations.  The  Texas  Association  of  Community  Health  Centers  and  the 
Clinical  Directors  Network  of  New  York  and  the  Jackson  Hinds  CHC  of  Jackson, 
Mississippi  are  assisting  in  development  of  these  Centers  of  Excellence. 

A  Center  of  Excellence,  the  Jackson  Hinds  CHC  in  Jackson,  Mississippi, 
has  been  assisted  in  the  development  of  a  Certified  Nurse  Diabetic  Foot  Specialists 
training  program  that  has  been  especially  usefully  in  training  home  health  nurses 
in  good  diabetic  foot  care  throughout  the  State  of  Mississippi. 

The  program  has  also  supported  the  development  of  training  programs  for 
minority  groups,  such  as  100  Black  Men  and  the  National  Congress  of  Black 
Churches,  to  utilize  in  raising  lay-group  awareness  of  actions  individuals  can  take 
to  reduce  the  burden  of  diabetes. 

Mr.  Bonilla:   My  understanding  is,  if  left  untreated,  circulation  problems 
lead  to  54,000  amputations  for  diabetics  each  year  at  a  cost  of  $40,000  each.   So 
far  $10  a  piece,  how  much  do  you  think  this  will  save  in  health  care  costs  for 
diabetics? 

Dr.  Sumaya:   Though  some  amputations  are  caused  by  untreated 
circulatory  problems,  the  majority  of  amputations  in  patients  with  diabetes  result 
from  the  loss  of  protective  sensation  which  leads  to  repeated  trauma  which  in  turn 
may  lead  to  gangrene  and  amputation.   Experience  with  the  LEAP  in  primary  care 
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settings  leads  us  to  believe  the  cost  savings  is  very  large.   However,  the  exact  cost 
savings  is  unknown.   The  comparison  of  $40,000  versus  $10  may  be  somewhat 
misleading  since  does  not  include  start  up  and  other  related  costs  incurred  in 
developing  a  LEAP  program.   Nevertheless,  estimates  of  savings  have  run  from 
$500,000  to  $1  billion  a  year. 

EXPANSION  OF  THE  "LEAP"  PROGRAM 

Mr.  Bonilla:   Is  there  a  proposal  to  expand  LEAP  in  more  than  the  600 
centers? 

Dr.  Sumaya:   Our  future  plans  for  the  LEAP  program  include  several 
activities. 

The  Agency's  Bureau  of  Primary  Health  Care  plans  to  continue  its  focus 
on  reducing  the  burden  of  diabetes,  particularly  among  minority  and  disadvantaged 
populations.   Action  will  be  coordinated  with  other  agencies  in  support  of  the 
National  Diabetes  Education  Program.   Our  goal  is  not  only  to  have  LEAP 
programs  in  all  primary  care  delivery  sites  supported  by  this  Agency,  but  to  assist 
in  assuring  LEAP  programs  are  available  for  all  Americans. 

A  further  extension  of  LEAP  training  is  being  developed  to  encourage 
patients  with  diabetes  to  assume  personal  responsibility  for  ensuring  that  their  feet 
are  annually  screened  for  loss  of  protective  sensation.  This  program  will  be 
initially  implemented  through  our  Centers  of  Excellence  and  organizations  such  as 
the  Congress  of  National  Black  Churches. 

Two  evaluation  projects  that  were  recommended  by  the  Consensus 
Conference  on  the  Health  Status  Gaps  of  Low  Income  and  Minority  Populations 
will  be  initiated  that  focus  on  ambulatory  sensitive  conditions  in  the  analysis  of 
Medicaid  data  and  inclusion  of  health  outcome  information  pursued  through 
medical  record  abstraction  and  Community  Health  Centers. 

Finally,  in  order  to  increase  awareness  of  the  problems  and  treatments  for 
insensitive  foot,  proceedings  and  recommendations  of  the  "LEAP  Into  Primary 
Care"  Conference  will  be  published. 
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CLUSTERING  TO  DISMANTLE 

Mr.  Stokes:   What  authority  does  the  Agency  have  to  change  legislation  for 
these  programs?  What  legislative  measure  accompanies  your  budget  to  request 
authorization  for  the  clustering? 

Dr.  Sumaya:   The  Agency  only  has  the  authority  to  recommend  changes  to 
legislation.   Recommended  changes  to  existing  legislation  are  normally  developed 
via  the  A- 19  legislative  process.    The  OMB  Circular  A- 19  spells  out  the 
guidelines  for  preparing  a  legislative  proposal  for  which  OMB  approval  is  sought. 

Proposals  for  the  restructuring  and  consolidation  of  Title  VII  and  Vm 
health  professions  programs  were  submitted  as  part  of  the  FY  1996  budget 
process.   The  A-19s  proposing  the  consolidation  of  these  programs  were  submitted 
from  the  Agency,  to  the  Office  of  the  Assistant  Secretary  for  Health,  on 
January  18,  1995.  The  Agency  will  continue  to  work  with  the  House  and  Senate 
authorizing  committees  in  the  development  of  Title  VII  and  VHJ  authorization 
legislation. 

The  proposal  was  developed  in  response  to  the  National  Performance 
Review  report's  expressed  concerns  about  reducing  the  number  of  discrete  health 
professions  programs.   It  proposed  to  replace  multiple  categorical  authorities  in 
Titles  VII  and  VUI  with  a  simpler,  comprehensive,  flexible,  and  effective  Federal 
authority  to  accomplish  goals  in  the  particular  area  of  need.   This  would  be 
accomplished  through  the  implementation  of  "clusters."   Each  cluster  has  as  its 
general  purpose  to:  (1)  achieve  specific  outcomes  in  the  area  of  training 
concerned;  (2)  streamline  the  administration  of  Federal  program  initiatives;  and 
(3)  protect  the  content  and  effectiveness  of  ongoing  training  activities  central  to 
HRSA's  mission. 

DISADVANTAGED  AND  MINORITY  HEALTH  PROFESSIONS  FUNDING 

Mr.  Stokes:   How  much  have  you  included  for  the  aggregated  program  in 
FY  1997?   In  both  amount  and  percent,  how  does  the  FY  1997  budget  compare 
with  the  FY  1995  actual  figures?  With  FY  1996? 

Dr.  Sumaya:   We  have  included  $64,085,000  for  FY  1997.  The 
information  follows: 

FY  97  vs.  FY  95        FY  97  vs.  FY  96 
Dollars         %        Dollars         % 

Minority/Disadv.  H.P.  Cluster  -$27,090,000  -30%   -$15,784,000    -20% 
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HEALTH  PROFESSIONS  CLUSTERS 

Mr.  Stokes:   For  each  proposed  health  professions  cluster,  what  is  the 
Agency  proposed  cut  from  the  FY  1995  actual  funding  level? 

Dr.  Sumaya:   The  information  follows: 

Program  Reduction  Amount 

H.P.  Workforce  Development  Cluster  $6,646,000 

Enhanced  Area  Hlth.  Educ.  Ctrs.  Cluster  13,448,000 

Minority/Disadv.  H.P.  Cluster  27,090,000 

The  Primary  Care  Medicine  and  Public  Health  Training  Cluster  and  the 
Nursing  Education/Practice  Cluster  did  not  receive  a  reduction  from  the  FY  1995 
funding  level. 

Mr.  Stokes:   In  both  percentage  and  amount,  how  does  the  FY  1997 
recommended  amount  for  each  health  profession  cluster  compare  with  the  FY 
1995  actual  funding  level? 

Dr.  Sumaya:   The  information  follows: 

Program  $  Difference  %  Change 

H.P.  Workforce  Development  Cluster  -$6,646,000  -5% 

Enhanced  Area  Hlth.  Educ.  Ctrs.  Cluster  -13,448,000  -28% 

Minority/Disadv.  H.P.  Cluster  -27,090,000  -30% 
Primary  Care  Medicine/Public  Health 

Training  Cluster  +1,455,000  +2% 

Nursing  Education/Practice  Cluster  +11,360,000  +19% 

Mr.  Stokes:   Doctor,  in  your  professional  judgement,  have  you  made  the 
determination  that  these  programs  are  no  longer  viable? 

Dr.  Sumaya:   No.   The  Administration  remains  committed  to  meeting  the 
needs  of  minorities  and  the  disadvantaged.   Although  the  1997  budget  proposals 
reflect  a  decrease  in  total  Federal  funding  for  the  Minority/Disadvantaged  Health 
Professions  Cluster,  students  in  high-priority  health  professions  will  continue  to 
have  access  to  needed  financial  aid  through  a  consolidated  funding  approach.   This 
approach  will  better  target  scarce  Federal  funds  to  address  national  health 
priorities  and  to  stimulate  partnerships  between  Federal  and  local  entities. 

The  Scholarships  for  Disadvantaged  Students  (SDS)  program  will  continue 
to  provide  financially  needy  students  from  disadvantaged  backgrounds  with  non- 
service  conditional  scholarships.    The  requirement  for  institutions  to  match  every 
$7  of  Federal  SDS  funds  with  $3  of  non-Federal  matching  funds  will  actually 
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leverage  more  total  funding  for  disadvantaged  students  than  is  currently  available 
under  the  SDS  program,  and  will  solidify  the  partnership  between  Federal  and 
local  entities  in  addressing  the  needs  of  minority  and  disadvantaged  students. 

Although  not  part  of  the  Minority/Disadvantaged  Cluster,  students  will 
continue  to  have  access  to  service-conditional  scholarships  through  the  National 
Health  Service  Corps  (NHSC)  Scholarship  program,  which  will  offer  an  increased 
number  of  scholarships  in  1997.   Directing  all  service-conditional  scholarship 
funding  through  NHSC  will  reduce  the  overall  number  of  Federal  programs  and 
will  assure  that  service-conditional  scholarships  support  individuals  with  a 
commitment  to  both  primary  care  and  service  in  underserved  areas. 

Finally,  loan  funds  will  remain  available  through  the  Health  Professions 
Student  Loan  (HPSL),  Loans  for  Disadvantaged  Students  (LDS),  Nursing  Student 
Loan  (NSL),  and  Primary  Care  Loan  (PCL)  revolving  loan  funds,  as  well  as 
through  the  Health  Education  Assistance  Loan  (HEAL)  program  and  various 
Department  of  Education  and  private  sector  loan  programs. 

CLUSTER  MECHANISM  RESEARCHED 

Mr.  Stokes:   Include  in  the  record  the  list  of  studies,  documents,  and 
reports  that  the  Agency  researched  and  used  to  reach  the  decision  that  the  cluster 
mechanism  would  be  the  most  effective  means  for  increasing  the  number  of 
African  American  and  other  minority  health  care  providers? 

Dr.  Sumaya:   In  response  to  the  National  Performance  Review  report's 
concerns  about  reducing  the  number  of  different  Federal  health  professions 
programs,  the  Agency  proposed  the  restructuring  and  consolidation  of  health 
professions  authorities,  including  the  minority  /disadvantaged  program  authorities, 
under  Title  VH  and  Vffl. 

The  impetus  for  the  cluster  approach  did  not  flow  from  specific  studies, 
documents,  or  reports.   Instead,  it  follows  the  widespread  public  and  private 
demand  for  a  more  flexible  and  effective  means  for  carrying  out  health  professions 
activities.   The  minority/disadvantaged  cluster  authority  was  carefully  crafted  to 
provide  a  more  comprehensive,  flexible,  and  effective  authority  to  better  support 
the  objective  of  increasing  the  numbers  of  minority/disadvantaged  individuals  in 
the  health  professions.    As  such,  this  authority  could  more  effectively  target: 

•  the  stimulation  of  model  approaches  to  increasing  the  number  of 
minority/disadvantaged  health  professionals  and  strengthening 
institutions  which  are  committed  to  training  these  individuals; 

•  the  expansion  of  recruitment  and  training  initiatives  to  earlier  stages 
of  the  educational  pipeline  to  produce  students  equipped  and 
motivated  to  pursue  health  professions  education  at  the  college  level 
and  beyond; 
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•  the  development  of  interdisciplinary  training  approaches  that  would 
result  in  an  improvement  in  the  retention  of  minority/disadvantaged 
students  through  graduation  and  an  increase  in  the  number  of 
minority/disadvantaged  faculty  employed  or  trained;  and 

•  the  provision  of  additional  incentives,  through  nonservice- 
conditional  scholarships,  for  increasing  the  number  of 
minority/disadvantaged  students  in  certain  high-priority  health 
professions 

EFFECT  OF  CLUSTERING 

Mr.  Stokes:   What  would  be  the  effect  of  clustering  on  the  clustering  on 
the  Health  Careers  Opportunity  Program  (HCOP),  and  Centers  of  Excellence 
(COE)  Program,  and  the  Faculty  Loan  and  Fellowship  Programs  (FLRP)? 

Dr.  Sumaya:   Clustering,  that  would  consolidate  the  HCOP,  COE  and 
FLRP  authorities,  including  the  appropriations  for  each  into  one  line  authority, 
would  provide  for  comprehensive,  flexible  programming.   It  would  permit 
incorporation  of  a  variety  of  educational  and  community-based  entities  in  a 
continuum  of  activities  to  increase  the  number  and  quality  of 
minority/disadvantaged  health  professionals  and  minority  faculty  serving  in  health 
professions  schools.   Clustering  of  all  funds  into  one  line  authority,  while  not 
assuring  specified  funds  for  each  of  the  three  programs,  would  provide 
administrative  latitude  to  direct  resources  toward  areas  determined  to  have  highest 
priority. 

Mr.  Stokes:   What  is  the  postbaccalaureate  program's  mission,  and  what 
has  been  the  effect  of  HCOP  supported  postbaccalaureate  programs  on  the 
numbers  of  under  represented  minority  medical  school  matriculants? 

Dr.  Sumaya:   The  program  focuses  on  minority/disadvantaged  college 
graduates  who  either  were  unsuccessful  in  gaining  admittance  into  health 
professions  school,  or  made  a  late  decision  to  enter.   Each  participating  institution 
admits  a  minimum  cohort  of  seven  students  into  the  program  (one  consortium  of 
medical  schools  admits  30)  each  year.   Selected  students  are  involved  in  an  initial 
diagnostic  summer  program,  followed  by  a  rigorous  academic  year  of  upper  level 
science  and  mathematics  courses,  and  a  second  summer  pre-matriculation  program 
comprised  of  an  introduction  to  first-year  health  professions  courses.   The 
hallmark  of  the  program  is  that  each  student  is  guaranteed  admission  to  the  health 
professions  school  upon  successful  completion  of  the  postbaccalaureate  program. 
As  a  direct  result  of  this  program  (at  an  annual  cost  of  approximately  $3.5 
million)  about  1 10  minority/disadvantaged  students  who  otherwise  would  be 
denied  admission,  matriculate  as  first-year  health  professions  school  students  each 
year.   These  students,  as  a  program  requirement,  are  over  and  above  the  number 
of  minority/disadvantaged  students  normally  admitted  by  the  school. 
Postbaccalaureate  programs  appear  to  be  a  viable  option  for  individuals  from 
disadvantaged  backgrounds. 
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Currently,  the  HCOP  funds  14  postbaccalaureate  projects  in  health 
professions  schools  (10  medical,  1  dental,  1  podiatry,  and  2  allied  health).    In 
1996  the  initial  postbaccalaureate  cohort,  approximately  90  minority/disadvantaged 
students,  will  graduate  from  medical  school.   Without  postbaccalaureate  programs, 
these  students  would  not  have  been  admitted  to  medical  schools.   These  students 
constitute  a  cohort  equivalent  to  the  entering  class  of  most  medical  schools. 

Data  indicate  better  than  an  80  percent  success  rate  for  these  programs. 
Further,  most  students  who  drop  out  do  so  for  personal  and  not  academic  reasons. 

The  entrance  of  the  first  class  of  the  HCOP  Postbaccalaureate  program 
participants  into  their  first  year  of  medical  school  in  1992  contributed  to  a  15 
percent  increase  over  the  previous  year  in  the  number  of  under  represented 
minority  (Blacks,  Hispanics  and  American  Indians)  medical  school  matriculants 
nationally.   Prior  to  the  inception  of  the  postbaccalaureate  program,  the  number  of 
under  represented  minority  matriculants  increased  an  average  of  about  one  percent 
annually. 


First  Year 
Class 

Minorities 

Black 

American  Indian 

Hispanic 

Total 

1989-1990 

1,009 

73 

398 

1,480 

1990-1991 

1,055 

63 

352 

1,470 

1991-1992 

1,062 

86 

436 

1,584 

1992-1993 

1,203 

102 

522 

1,827 

Mr.  Stokes:   Why  are  the  numbers  of  HCOP  supported  postbaccalaureate 
programs  not  being  expanded? 

Dr.  Sumaya:  With  resources  currently  available,  every  attempt  is  being 
made  to  maintain  the  required  balance  among  all  of  the  statutory  purposes  of 
HCOP  as  they  relate  to  community-based  programs,  pre-health  professions 
purposes  including  preliminary  education  and  facilitating  entry  and  health 
professions  schools  retention  initiatives. 

Mr.  Stokes:   What  is  the  potential  for  expanding  the  number  of  participants 
in  the  postbaccalaureate  program  while  maintaining  the  number  of  projects 
supported  at  the  FY  1995  level? 

Dr.  Sumaya:   The  potential  is  significant.   In  FY  1993  the  14 
postbaccalaureate  projects  that  were  funded,  as  a  group,  had  requested  support  of 
160  participants  for  each  of  three  years  but,  due  to  funds  available  only  127  could 
be  supported.   In  the  FY  1996  cycle,  requests  by  21  applicants  numbered  a  total 
of  189  postbaccalaureate  student  participants  for  each  of  three  years.   However, 
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for  FY  1996  awards,  it  is  projected  that  with  the  funds  available  only  about  14 
projects  involving  a  total  of  125  participants  each  year  can  be  supported.   Each  of 
the  current  14  grantees  indicate  that  they  receive  approximately  140  applications 
for  the  7  to  10  slots  they  have  available  in  their  postbaccalaureate  program. 

EXCEPTIONAL  FINANCIAL  NEED 

Mr.  Stokes:    What  has  been  the  effect  of  the  20  percent  set-aside  for 
Financial  Assistance  for  Disadvantaged  Health  Professions  Students  (FADHPS) 
under  the  Disadvantaged  Assistance  Program?  In  addition,  what  has  been  the 
effect  of  the  student  per  diem  increase,  on  the  number  of  projects  funded  each 
year  under  the  Health  Careers  Opportunity  Program  (HCOP)  on  the  number  of 
approved  unfunded  applications? 
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Dr.  Sumaya:   Since  the  20  percent  set-aside  requirements  for  FADHPS 
was  enacted  in  FY  1985,  and  first  affecting  HCOP  grants  in  FY  1986  and  the  per 
diem  increase  in  FY  1993,  the  following  has  occurred: 


(DOLLARS  IN  MILLIONS) 

Fiscal 
Year 

Author. 

Total 
Approp. 

FADHPS 

20% 

HCOP 

Funds 
Awarded 

Projs. 
Funded 

Projects 

Approved 

Not  funded 

1985 

$24.0 

$24.0 

$0.0 

$24.0 

191 

29 

1986 

26.0 

24.3 

4.8 

19.5 

191 

67 

1987 

28.0 

27.3 

5.5 

21.6 

161 

84 

1988 

30.0 

27.4 

5.4 

21.6 

167 

122 

1989 

31.2 

26.9 

5.4 

21.1 

158 

107 

1990 

34.0 

27.0 

5.4 

24.1 

162 

148 

1991 

36.0 

30.8 

6.1 

24.2 

164 

128 

1992 

Expired 

30.6 

6.1 

24.2 

164 

100 

1993 

31.5 

31.2 

6.2 

24.5 

140* 

142 

1994 

Expired 

31.2 

6.2 

23.8 

135 

140 

1995 
Resc. 

Expired 

30.5 

6.2 

24.4 

132 

106 

1996 
Policy 

Expired 

29.2 

5.8 

23.4 

126 

INA 

*  Due  to  statutory  per  diem  increase  from  $20  to  $40  per  day 
the  number  of  programs  funded  is  reduced. 

Mr.  Stokes:  What  would  be  the  effect  on  HCOP  projects  if  the  set-aside 
for  Financial  Assistance  for  Disadvantaged  Health  Professions  Students  is  deleted 
and  the  appropriation  is  maintained  at  the  FY  1995  level? 

Dr.  Sumaya:   The  effect  on  HCOP  initiatives  would  be  significant.   The 
addition  of  approximately  $6.0  million,  now  going  to  FADHPS,  directed  toward 
HCOP  initiatives  would  permit  funding  of  about  23  more  traditional  HCOP 
projects  than  were  funded  in  FY  1995  (155  vs.  132)  and  8  additional 
postbaccalaureate  projects  involving  62  additional  participants  (189  vs.  127). 


24-955    96-15 
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HEALTHY  START 


Mr.  Stokes:  What  is  the  nation's  infant  mortality  rate,  and  how  does  it 
compare  with  other  countries.  Provide  an  infant  mortality  ranking  Ust  for  the 
record. 

Dr.  Sumaya:  The  U.S.  infant  mortality  rate  in  1992  was  8.2  per  1,000 
live  births.  Although  the  United  States  has  greatly  reduced  its  infant  mortality 
rate  since  1965,  the  nation  ranks  lower  then  20  other  industrialized  countries. 

Comparison  of  National  Infant  Mortality  Rates:  1992 


Japan 

4.5 

Hong  Kong 

4.8 

Singapore 

4.9 

Sweden 

5.2 

Finland 

5.2 

YNorway 

5.9 

Northern  Ireland 

6.0 

Canada 

6.1 

Germany 

6.2 

Netherlands 

6.3 

Australia 

6.4 

Switzerland 

6.4 

Denmark 

6.5 

England  and  Wales 

6.6 

Ireland 

6.7 

France 

6.8 

Scotland 

6.8 

Spain 

7.2 

New  Zealand 

7.3 

Austria 

7.5 

Italy 

8.2 

United  States 

8.2 

Mr.  Stokes:   How  much  is  included  in  the  FY  1997  Budget  for  Healthy 
Start,  and  how  does  this  compare  with  FY  1996,  1995,  and  1994? 

Dr.  Sumaya:  The  President's  Budget  for  Healthy  Start  in  FY  1997  is 
$74.8  million.  This  compares  to  appropriations  of  $92.9  million  in  FY  1996, 
$104.2  million  in  FY  1995,  and  $97.5  million  in  FY  1994. 

Mr.  Stokes:  What  is  the  purpose  of  the  Healthy  Start  Program? 

Dr  Sumaya:  The  purpose  of  Healthy  Start  demonstration  program  was  to 
identify  a  broad  range  of  community  driven  strategies  and  interventions  which 
could  successfully  and  significantly  reduce  infant  mortality.   Through  this 
approach  the  intended  goal  was  to  reduce  infant  mortality  by  50  percent  m  five 
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years  in  the  original  15  project  sites  which  had  infant  mortality  rates  at  least  1.5 
times  greater  than  the  national  average.   With  the  demonstration  phase  of  this 
initiative  coming  to  a  conclusion,  DHHS  will  have  broadened  the  knowledge  base 
significantly  on  community-based  approaches  to  reducing  infant  mortality  by 
targeting  the  underserved  and  high  risk  populations/communities. 

To  capitalize  on  what  DHHS  has  learned  over  the  past  5  years,  the  FY 
1997  funds  will  provide  the  opportunity  to  operationalize  successful  Healthy  Start 
models  to  reduce  infant  mortality  and  to  extend  these  models  to  other 
communities.  Specifically,  the  knowledge  and  the  experiences  learned  to  date,  will 
be  disseminated  nationally  especially  for  the  benefits  of  those  urban  and  rural 
communities  with  a  high  rate  of  infant  mortality,  and  to  provide  new  grants  to 
new  communities  to  use  the  best  models  learned  from  the  Healthy  Start 
demonstration. 

Mr.  Stokes:   What  progress  is  there  to  report  from  the  program  and 
explain  what  we  have  learned  about  infant  mortality  from  Healthy  Start. 

Dr.  Sumaya:  The  1993-1994  provisional  vital  statistics,  as  reported  by  the 
15  original  projects,  indicate  a  24.2%  reduction  of  infant  mortality  rate  across 
sites  from  our  1984-1988  baseline  data.   The  projects  also  reported  other 
achievements  in  FY  1994: 

•  Five  of  these  projects  are  also  demonstrating  decreases  in  low  birth 
weight  and  two  are  indicating  reduction  in  the  number  of  very  low 
birth  weight  infants. 

•  Increases  in  the  number  of  women  who  abstained  from 
smoking/tobacco  use  were  noted  in  five  projects  with  three 
indicating  increases  in  alcohol  abstinence.   The  percentage  of 
women  abstaining  from  drug  use  has  increased  in  two  projects. 

•  There  have  been  significant  increases  in  the  number  of  pregnant 
women  receiving  adequate  prenatal  care  in  five  projects  and 
notable  increases  in  the  number  of  pregnant  women  entering 
prenatal  care  in  the  first  trimester  in  four.   Another  two  project  are 
showing  declines  in  third  trimester  enrollment. 

•  In  another  project,  the  EPSDT  participation  of  infants  residing  in 
the  project  areas  has  increased  from  35%  to  80.8%. 

•  Six  of  the  15  original  projects  have  developed  one  stop  models  of 
co-located  services  serving  neighborhoods.   Three  of  the  projects 
with  these  neighborhood-based  models  reported  dramatic  reductions 
in  infant  mortality. 

The  15  original  projects  have  laid  the  ground  work  for  powerful,  working 
infrastructure,  including:   functional  consortia,  integrated  service  delivery 
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systems,  operational  Infant  Mortality  Reviews,  management  information  systems 
and  other  mechanisms  that  feed  data  back  into  the  community  for  decision- 
making.  Lessons  learned  to  date: 

•  Consortium  development  is  a  complex,  labor-intensive  process,  and 
it  requires  long-term  building  activities  including  consumers, 
providers,  and  public/private  sector  entities. 

•  Development  and  utilization  of  small  community-based 
organizations  to  provide  services  can  enhance  the  capacity  of  local 
resources  and  assist  with  increased  visibility  and  credibility  of  the 
project. 

•  Broad  based  public  and  private  sector  partnerships  increase  local 
resource  utilization. 

•  Capacity  enhancement  for  prenatal  and  pediatric  care,  quality  of 
care,  service  integration  and  provision  of  facilitating  services  (e.g. 
child  care,  transportation  and  outreach)  has  been  successful  in 
reducing  contributing  factors  to  infant  mortality.   Holistic,  culturally 
sensitive,  one  stop  models  of  co-located  services  appear  to  be 
effective. 

•  Mobile  vans  designed  to  provide  primary  care,  pregnancy  testing, 
curb-side  counseling,  initial  prenatal  assessments  and  referrals  to 
appropriate  long  term  medical  and  social  service  providers  are 
useful  in  facilitating  access. 

•  Personalized  case  management  and  holistic  intervention  with  high 
risk  pregnant  women  has  had  a  significant  impact  on  infant 
mortality. 

•  Community-wide  outreach  activities  conducted  by  Healthy  Start 
workers  are  effective  tools  to  reach  out  to  targeted  clients. 

•  Broad-based  public  information  and  education  efforts  has  elevated 
community  awareness  of  problems  associated  with  infant  mortality 
and  promoted  healthy  behaviors. 

•  School-based  health  and/or  teen  pregnancy  programs  and  programs 
that  promote  healthy  lifestyles,  youth  empowerment,  conflict 
resolution,  goal  setting,  and  the  enhance  self-esteem  can  decrease 
high  risk  behaviors. 

•  Preventive  services  such  as  home  visiting,  parenting  education, 
nutrition  and  substance  abuse  counseling  can  also  reduce  risk-taking 
behaviors. 
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•  Participation  of  male  partners/spouses  has  increased  their 
involvement  in  the  perinatal  services. 

•  Training  and  utilization  of  indigenous  community  workers  and 
businesses  provide  employment  and  economic  development 
opportunities. 

Mr.  Stokes:   How  many  people  have  been  served  by  Healthy  Start  for  each 
year  since  it  was  first  funded  and  what  is  the  projected  number  for  FY  1997? 
What  major  services  are  provided  to  program  participants. 

Dr.  Sumaya:   The  Healthy  Start  Initiative  is  currently  supporting  22 
communities  on  their  efforts  to  reduce  infant  mortality.   These  22  communities 
have  over  6  million  people.   Of  this  population  over  80%  are  racial  or  ethnic 
minority,  1.6  million  are  women  of  childbearing  age.   Twenty-eight  percent 
(28%)  of  the  pregnant  women  receiving  services  in  Healthy  Start  projects  are 
under  the  age  of  17. 

The  following  examples  illustrate  the  kinds  of  services  provided  by  the 
original  15  projects  in  FY  1995  as  a  component  of  the  overall  Healthy  Start 
program  operation. 

•  Prenatal  and  pediatric  care  providers'  capacity,  quality  of  care, 
service  integration  and  facilitating  services  (e.g.  child  care, 
transportation  and  outreach)  were  enhance  in  over  175  community- 
based  sites  of  the  22  projects. 


212,000  more  prenatal  care  visits  and  85,000  pediatric  services 
were  provided;  16,000  families  utilized  Healthy  Start-funded  child 
care  services;  32,000  families  received  assistance  for  transportation 
services  to  access  needed  services.   Mobile  vans  served  another 
3,146  women  of  whom  682  were  homeless. 

1 14,000  women  of  childbearing  age  received  Healthy  Start  services. 
Over  20,000  new  babies  were  born  to  Healthy  Start  clients. 

Case  management  services  were  provided  to  36,000  families.   Over 
43,000  families  received  home- visiting  service.   The  six  projects 
with  one  stop  models  of  co-located  services  served  5,743  pregnant 
women.   9,551  drug  abusing  women  received  substance  abuse 
treatment. 

Community-wide  outreach  activities  reached  over  188,000  residents; 
provided  265,000  outreach-based  services  including  clinical 
contacts.   Broad-based  public  education  and  media  activities  reached 
over  12  million  residents. 
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•  7,931  pregnant  adolescents  under  19  years  of  age  were  served  in 
FY  95;  3,614  under  17  years  of  age.   In  the  area  of  preventive 
services,  18,000  teens  participated  in  school-based  health  and/or 
teen  pregnancy  programs  and  over  66,000  adolescents  participated 
in  a  variety  of  prevention  programs  promoting  healthy  lifestyles, 
youth  empowerment,  conflict  resolution,  goal  setting,  and 
enhancement  of  self-esteem. 

•  Over  150,000  clients,  i.e.  adolescents,  pregnant  and  parenting 
women  and  other  family  members  were  served  through  a  variety  of 
health  education,  counseling  and  support  programs,  (Nutrition, 
HTV/AIDS,  parenting,  childbirth,  smoking  cessation).    Over  11,000 
clients  received  literacy  education  services. 

•  12,000  male  partners/spouses  received  supportive  services  and/or 
participated  in  male  mentoring  programs. 

•  Close  to  8,000  families  received  housing  assistance. 

•  Close  to  800  indigenous  community  residents  were  recruited, 
trained  and  employed  by  the  Healthy  Start  projects.   Over  5,000 
other  clients  served  in  job  training  initiatives.   Many  of  these  clients 
were  employed  by  community-based  groups  and  service  providers 
who  are  partners  in  the  Healthy  Start  Initiatives. 

In  FY  1997  Healthy  Start  intends  to  use  up  to  15  of  the  current  Healthy 
Start  communities  as  "Resource  Centers".   These  Resource  Centers  will  share 
experience  and  lessons  learned,   and  serve  as  mentors  to  other  States  and 
communities  suffering  from  the  ravages  of  high  infant  mortality  and  low 
birthweight  infants.   In  addition,  HRSA  plans  to  support  up  to  30  new 
communities  where  effective  Healthy  Start  infant  mortality  reduction  strategies 
will  be  replicated  or  adapted.   This  new  phase  has  the  potential  of  doubling  the 
number  of  women,  infants,  children  and  families  served  by  Healthy  Start. 

NATIONAL  HEALTH  SERVICE  CORP 

Mr.  Stokes:   What  is  the  mission  of  the  National  Health  Service  Corps 
(NHSC)? 

Dr.  Sumaya:   The  NHSC,  thoroughly  integrated  with  Consolidated  Health 
Centers,  is  a  service  program  designed  to  assist  underserved  communities  and 
populations  to  increase  access  to  primary  care  services  through  the  recruitment 
and  retention  of  primary  health  care  clinicians  to  serve  in  Health  Professions 
Shortage  Areas  nationwide.   The  NHSC  is  not  an  educational  or  a  loan  program. 
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Mr.  Stokes:  What  is  the  profile  of  the  individuals  and  communities  the 
Corp  serves? 

Dr.  Sumaya:  There  are  underserved  communities  and  populations  in  all  50 
States,  the  District  of  Columbia,  the  Commonwealth  of  Puerto  Rico,  and  U.S. 
Territories.   They  live  in  both  the  inner  city  and  in  rural  areas,  in  housing 
projects,  migrant  camps,  or  on  the  streets.   They  may  be  suffering  from 
Alzheimer's  Disease,  HTV/AIDS,  or  have  substance  abuse  problems. 

About  41  percent  of  National  Health  Service  Corps  providers  are  located  in 
inner  city  urban  areas  and  59  percent  are  in  rural  areas  around  the  Nation.   These 
providers  serve  population  groups  that  otherwise  would  not  have  access  to  primary 
medical  care  services.   About  61  percent  of  their  patients  are  minorities  (29 
percent  African  American,  27  percent  Hispanic,  6  percent  Asian/Other)  and  39 
percent  are  White. 

Mr.  Stokes:   How  much  is  included  in  the  FY  1997  budget  for  the  Corps 
and  how  does  this  compare  with  FY  1996,  1995,  and  1994.   How  many  people 
would  be  provided  services  by  Corps  Members  in  each  of  the  years  indicated? 

Dr.  Sumaya:   The  NHSC  budgets  for  the  past  four  years  and  how  many 
people  received  or  are  estimated  to  receive  care  (based  on  the  expectation  that 
each  Corps  clinician  will  provide  care  to  2,000  people  each  year)  are  as  follows: 

FY  94*  FY  95*  FY  96*  FY  97* 

Field  $44.7  M  $42.0  M  $40.4  M  $39.1  M 

Schol/LR  79.2  M  75.2  M  72.4  M  71.8  M 

#  people:         3,734,000       3,450,000       4,620,000       5,272,000 


*Does  not  include  funding  for  State  Offices  of  Rural  Health 

BUDGET  IMPACT 

Mr.  Stokes:   For  each  of  the  individual  programs  funded  by  the  agency, 
for  the  record,  provide  a  listing  of  the  programs  for  which  the  FY  1997  budget 
request  includes  a  cut  of  20  percent  or  more  for  the  period  FY  1995  to  FY  1997 
request.   Include  the  total  amount  requested  for  FY  1997,  the  amount  of  the  cut, 
percentage  of  the  cut  for  each,  and  a  brief  description  of  the  program's  purpose, 
and  of  the  impact  of  the  cut  on  the  people  served. 

Dr.  Sumaya:  The  following  table  lists  the  individual  programs  funded  by 
HRSA  for  which  the  FY  1997  budget  request  includes  a  cut  of  20  percent  or  more 
compared  with  the  FY  1995  Enacted  level.   Descriptions  of  the  programs  follow 
the  table: 
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Programs FY  1995    FY  1997     Difference    Difference 

(Dollars  in  Thousands')  Enacted      Request         Dollars         Percent 

Programs  for 
Special  Populations  Cluster  $16,416      $7,485  $-8,931     -54.40% 

Hansen's  Disease  Center  $20,826    $16,371  $-4,455     -21.39% 

Enhanced  Area  Health 
Education  Centers  Cluster  $48,448    $35,000         $-13,448     -27.76% 

Minority/Di  sadvantaged 
Health  Professions  Cluster  $91,175    $64,085         $-27,090     -29.71% 

Healthy  Start                                     $104,220  $74,838  $-29,382  -28.19% 

Health  Teaching  Facilities                   .      $411  $297  $-114  -27.74% 

Health  Care  Facilities                          $10,000  $2,000  $-8,000  -80.00% 

Trauma  Care                                            $293  $0  $-293  -100.00% 

Programs  for  Special  Populations  Cluster 

This  activity  includes  the  Pacific  Basin  Initiative,  Native  Hawaiian  Health 
Care,  the  Payment  to  the  State  of  Hawaii  Health  Department  for  Hansen's  Disease 
Services,  Black  Lung  Clinics,  and  the  State  Alzheimer's  Demonstration  Program. 
This  activity  has  the  goal  of  improving  the  health  status  of  these  populations 
through  delivery  of  primary  and  preventive  health  care  services,  enabling  and 
supportive  services,  and  infrastructure  development.   Under  this  budget  request, 
the  Pacific  Basin  Initiative  and  the  State  Alzheimer's  Demonstration  Program  will 
be  terminated.  Funding  for  the  Pacific  Basin  Initiative  was  rescinded  in  FY  1995. 
The  funding  authorization  for  the  State  Alzheimer's  Demonstration  Program  has 
expired.   Funds  are  not  being  requested  in  FY  1997  so  that  funds  may  be  included 
in  the  request  for  other  higher  priority  activities. 

Hansen's  Disease  Center 

The  National  Hansen's  Disease  Center  program  consists  of  the  Gillis  W. 
Long  Hansen's  Disease  Center  at  Carville,  Louisiana,  research  activities  in  Baton 
Rouge  at  Louisiana  State  University,  and  the  Regional  Ambulatory  Care  program 
for  Hansen's  Disease  patients.   The  program  offers  health  care  to  patients  utilizing 
direct  care,  and  is  a  World  Health  Organization  Center  of  Excellence  for  Hansen's 
Disease  Research.    The  reduction  will  be  accomplished  through  voluntary  attrition 
of  the  Carville  Staff.   Personnel  reductions  have  had  no  adverse  affect  on  care  or 
research  activity.   Staff  losses  in  critical  areas  have  been  offset  by  increased 
reliance  on  contractor  provided  services. 
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Enhanced  Area  Health  Education  Centers  Cluster 

The  programs  included  in  this  proposed  cluster  activity  are:  Allied  Health 
Special  Projects,  Area  Health  Education  Centers,  Chiropractic  Demonstration 
Projects,  General  Dentistry  Training,  Geriatric  Education  Centers,  Geriatric 
Medicine  and  Dentistry  Faculty  Training,  Geriatric  Optometry  Training,  Health 
Education  and  Training  Centers,  Podiatric  Primary  Care  Residency  Training,  and 
Rural  Health  Interdisciplinary  Training.   Grant  funds  will  be  used  by  health 
professions  schools,  academic  health  centers,  State  or  local  governments  or  other 
appropriate  public  or  private  nonprofit  entities  for  the  costs  of  planning, 
developing,  or  operating  demonstration  training  programs,  faculty  development, 
curriculum  improvement,  trainee  support,  technical  assistance,  workforce  analysis, 
dissemination  of  information,  or  similar  activities.   The  requested  level  is 
appropriate  to  fund  continuation  awards  for  current  grantees  and  would  allow  very 
limited  implementation  of  the  cluster  activity. 

Minority/Disadvantaged  Health  Professions  Cluster 

This  proposed  cluster  activity  will  allow  for  a  comprehensive,  flexible,  and 
effective  authority  to  increase  the  number  of  minority/disadvantaged  health 
professionals  and  to  strengthen  educational  institutions  that  have  a  demonstrated 
commitment  to  improving  minority  health.   The  programs  affected  are  the  Centers 
of  Excellence  Program,  Exceptional  Financial  Need  Scholarships,  Financial 
Assistance  for  Disadvantaged  Health  Professions  Students,  Health  Careers 
Opportunity  Program,  Loan  Repayments  and  Fellowships  regarding  Faculty 
Positions  Program,  Loans  for  Disadvantaged  Students,  and  Scholarships  for 
Disadvantaged  Students.  The  requested  level  is  appropriate  to  fund  current 
grantees  under  the  existing  separate  authorities.   The  total  request  would  also  fund 
continuation  awards  for  current  grantees  for  the  remaining  authorities  at  a  reduced 
level.   Support  for  the  service-conditional  programs  preserves  the  commitment  to 
providing  scholarship  support  to  students  committed  to  serve  in  primary  care 
disciplines.   Funding  is  no  longer  continued  for  the  Scholarships  for 
Disadvantaged  Students. 

Healthy  Start 

The  purpose  of  the  Healthy  Start  Initiative  was  to  identify  a  broad  range  of 
community-driven  strategies  and  interventions  which  could  successfully  and 
significantly  reduce  infant  mortality.  The  intended  goal  was  to  reduce  infant 
mortality  by  50  percent  in  five  years  in  the  original  15  project  sites  which  had 
infant  mortality  rates  at  least  1.5  times  greater  than  the  national  average.   The 
projects  have  achieved  a  significant  increase  in  the  number  of  pregnant  women 
entering  prenatal  care  in  the  first  trimester  and  declines  in  third  trimester 
enrollment;  an  increase  of  infants  participating  in  EPSDT;  an  increase  in  the 
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number  of  women  who  abstained  from  smoking;  a  decrease  in  substance  abusing 
pregnant  women;  and  an  increase  in  alcohol  abstinence.   The  requested  FY  1997 
funds  would  provide  the  opportunity  to  replicate  the  best  models  from  the 
demonstration  phase  of  the  Initiative  and  share  lessons  learned  with  over  300 
urban  and  rural  communities  with  a  high  rate  of  infant  mortality. 

Health  Teaching  Facilities 

The  FY  1997  request  will  provide  for  payments  of  subsidies  on  three 
guaranteed  30  year  loans.   The  payment  of  these  interest  subsidies  is  a  continuing, 
but  declining  obligation  until  the  loans  mature.   One  loan  is  scheduled  to  mature 
in  FY  2001  and  the  remaining  two  loans  are  scheduled  to  mature  in  FY  2004. 

Trauma  Care 

The  Trauma  Care  program  was  designed  to  foster  the  development  and 
improvement  of  comprehensive,  organized  systems  of  trauma  care.   Funds  for  this 
program  were  rescinded  in  FY  1995,  not  funded  in  FY  1996  and  therefore  not 
requested  in  FY  1997. 

COMMUNITY  AND  MIGRANT  HEALTH  CENTERS 

Mr.  Stokes:   How  are  community  and  migrant  health  centers  and  other 
safety  net  providers  affected  by  state  waiver  Medicaid  managed  care  programs? 

Dr.  Sumaya:   Section  1115  Medicaid  waivers  allow  States  to  make 
dramatic  changes  in  their  Medicaid  program  that  include  in  many  cases  the  waiver 
of  FQHC  services  and  cost-based  reimbursement.   Eight  of  the  ten  States  with 
approved  and  implemented  section  1115  demonstrations  waive  cost-based 
reimbursement  for  health  centers. 

Overall,  as  States  have  moved  their  Medicaid  populations  into  managed 
care  arrangements,  several  changes  in  State  Medicaid  programs  have  been 
implemented  which  have  had  a  significant  impact  on  Health  Centers.   These 
changes  include: 

•  Changes  in  the  number  of  persons  eligible  for  Medicaid  services  ~  several 
States  have  expanded  the  level  of  eligibility  for  services  as  they  have 
moved  their  Medicaid  populations  into  managed  care  arrangements; 

•  Changes  in  the  level  of  services  covered  by  State  Medicaid  programs  — 
some  State  Medicaid  programs  are  reducing  and/or  limiting  the  number  and 
level  of  services  covered  under  their  Medicaid  program,  while  other  States 
are  expanding  services  covered  by  Medicaid  under  Managed  Care;  and 
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•  Selection  of  a  limited  number  of  Medicaid  providers  and  decreases  in  the 
level  of  payment  for  Medicaid  covered  services  —  as  States  have  moved  to 
capitate  their  Medicaid  populations,  States  are  assigning  their  patients  to  a 
limited  number  of  selected  providers  and  are  also  reducing  the  level  of 
payments  to  these  providers. 

In  sum,  these  changes  in  State  Medicaid  programs  have  had  and  will 
continue  to  have  significant  effects  on  the  viability  of  Health  Centers.   The  first 
two  changes  in  State  Medicaid  programs  are  largely  outside  of  the  control  of 
Health  Centers.   Changes  in  the  number  of  people  served  and  coverage  levels  are 
primarily  State  Medicaid  program  decisions  and  centers  must  respond  to  these 
changes  and  make  financial  adjustments  as  necessary. 

With  respect  to  the  third  change  in  State  Medicaid  programs,  Health 
Centers  can  and  are  responding  proactively  and  aggressively.   To  assure  that  they 
can  continue  to  serve  their  underserved,  high  risk  patients,  centers  have 
aggressively  negotiated  with  State  Medicaid  agencies  and  HMOs  to  assure  that 
they  are  included  in  both  mandated  and  voluntary  Medicaid  managed  care 
programs.   They  have  also  struggled  to  negotiate  adequate  financial  payments  for 
their  services. 

As  a  result,  in  every  State  with  substantial  Medicaid  waiver  activity, 
Health  Centers  are  participating  in  managed  care. 

As  of  March  1996,  350  Health  Centers  were  participating  in  managed  care 
arrangements.   These  centers  have  approximately  700,000  Medicaid  managed  care 
enrollees.   This  is  an  increase  of  approximately  59  percent  over  the  previous  2 
years.   As  of  April  1996,  there  were  25  health  center-based  health  plans  across 
the  country  operating  or  near  operational,  serving  approximately  450,000 
Medicaid  managed  care  members.   These  health  plans  are  owned  in  whole  or  in 
part  by  health  centers.   The  25  health  center-based  plans  encompass  134  health 
centers  and  include  a  wide  variety  of  public  and  private  partners. 

In  the  aggregate,  however,  based  on  the  aforementioned  changes  in  the 
Medicaid  program  (outside  and  within  the  control  of  Health  Centers),  we  expect  to 
see  a  slight  decline  in  Medicaid  receipts  for  Health  Centers.   But  the  effects  of  the 
transition  to  Medicaid  managed  care  across  individual  Health  Centers  will  vary 
according  to  their  State  Medicaid  environment  and  local  health  care  conditions. 
Thus,  we  have  seen: 

•  Some  centers  increase  their  number  of  patients  through  Medicaid  managed 
care. 

•  Some  centers  lose  their  patients  to  managed  care  organizations  because  of 
State  default  assignment  of  Medicaid  patients  —  patients  who  when 
provided  the  opportunity,  returned  to  their  previous  centers. 
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•  Many  centers  that  are  being  paid  financially  adverse  rates  by  HMOs  ~ 
rates  below  old  Medicaid  fee-for-service. 

•  Other  centers  that  have  reasonable  financial  contracts  with  HMOs  and 
States. 

Mr.  Stokes:   Do  the  Medicaid  managed  care  programs  affect  the  ability  of 
the  centers  and  safety  net  providers  to  continue  to  serve  their  patient  population? 
Explain?  What  is  your  agency  doing  to  address  the  managed  care  and  safety  net 
providers  situation? 

Dr.  Sumaya:   Central  to  the  mission  of  Health  Centers  is  the  provision  of 
care  to  all  regardless  of  insurance  status  (e.g.,  Medicaid;  uninsured;  etc.).   Health 
Centers  play  a  critical  role  in  the  network  of  safety  net  providers  by  providing 
comprehensive  preventive  and  primary  care  services  to  individuals  without  regard 
for  their  insurance  status. 

To  continue  to  serve  their  underserved  and  uninsured  patients,  Health 
Centers  have  had  to  participate  in  Medicaid  managed  care  or  otherwise  jeopardize 
their  ability  to  care  for  their  patients  whom  they  have  served  for  over  25  years. 
Health  Centers  also  risk  losing  their  financial  viability  if  they  do  not  participate. 
Specifically,  the  advent  of  managed  care  has  created  significant  challenges  and 
problems  for  Health  Centers  including:  1)  reductions  in  reimbursement  levels  for 
many  centers;  and  2)  center's  patients  being  required  to  switch  to  other  providers. 

As  a  result,  in  some  States,  Health  Centers  have  had  significant  reductions 
in  their  Medicaid  revenues  due  to  the  elimination  of  cost-based  reimbursement. 
The  decreased  Medicaid  funding  is  impacting  on  the  ability  of  Health  Centers  to 
provide  care  to  their  uninsured  patients,  as  well  as  to  provide  essential  support 
services  for  all  underserved  patients  such  as:  translation,  transportation,  outreach, 
parenting  classes,  infant  feeding  programs  and  day  care. 

Recently  however,  in  several  States,  Health  Centers  are  being  recognized 
by  HMOs  and  State  Medicaid  agencies  as  cost-effective  providers  of  preventive 
and  primary  care  services  to  high-risk,  vulnerable  Medicaid  and  uninsured 
populations.   In  several  States  with  Medicaid  waivers,  Health  Centers  have 
developed  managed  care  networks  that  are  serving  significant  portions  of  the 
Medicaid  population.   In  these  States,  Health  Center  network  HMOs  have 
substantial  Medicaid  enrollment  and  without  their  participation  States  would  not 
have  the  capacity  necessary  for  Medicaid  managed  care.   This  is  occurring  for 
example  in,  Rhode  Island,  Washington,  Oregon  and  Hawaii. 
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Assistance  to  Health  Centers: 

To  assist  centers  in  their  efforts  to  participate  fully  in  managed  care  and 
maintain  their  capacity  to  serve  their  underserved  and  uninsured  patients,  HRSA 
has  provided: 

•  Training  Sessions  in: 

Management  Information  Systems  (MIS)  changes  for  a  managed 
care  environment 

—  Medical  Management 

Fiscal  Implications  and  rate  setting  in  Managed  Care 

Negotiating  a  Managed  Care  Contract 

Marketing 

—  Networking 
Capital  Development 

•  Technical  Assistance  is  provided  in  several  areas  including  contract  review, 
strategic  planning,  network  development,  rate  setting,  clinical  management, 
marketing,  and  management  information  systems. 


• 


Activities  with  HCFA  regarding  Medicaid  waiver  requests  to  assure  FQHC 
centers  are  not  excluded  and  that  they  are  adequately  reimbursed. 


To  assist  health  centers  in  the  development  of  integrated  service  networks 
for  managed  care  purposes,  the  HRSA  launched  the  Integrated  Service  Network 
(ISN)  Development  Initiative  in  FY  1994  and  1995.   The  ISN  Initiative  fosters  the 
development  of  integrated  delivery  systems  to  meet  the  needs  of  populations  in 
medically  underserved  rural  and  urban  areas.   Fifty-four  ISN  grants  were  awarded 
in  FY  1994  and  FY  1995. 

As  a  result  of  these  efforts,  Health  Centers  have  been  able  to  participate  in 
managed  care  through  several  arrangements  including: 

•         Contracts  as  Primary  Care  Case  Manager  Directly  to  State  Medicaid 

In  some  States,  Medicaid  managed  care  is  initially  established  as  primary 
care  case  management  model  program  with  the  primary  care  provider 
acting  as  a  gatekeeper  for  all  services.   Under  this  arrangement  health 
centers  contract  directly  with  the  State  Medicaid  agency  as  a  primary  care 
case  manager.   Health  centers  usually  receive  payments  based  their 
reasonable  costs  and  in  some  instances  receive  an  additional  case 
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management  fee.   For  example,  in  Florida  HMO  enrollment  has  been 
voluntary  for  Medicaid  beneficiaries,  but  enrollment  in  the  case 
management  program  is  mandatory.   In  this  instance,  health  centers 
contract  directly  with  the  State  as  a  primary  care  case  manager  and  receive 
cost-based  reimbursement. 

•  Contracts  with  HMOs  as  Primary  Care  Provider 

Health  Centers  serve  as  subcontractors  to  managed  care  organizations  for 
the  provision  of  primary  care  services.   The  health  center's  range  of 
services  and  risk  associated  with  the  contract  is  preferably  limited  to 
primary  care.     This  is  the  most  frequent  arrangement.   Health  centers  may 
be  reimbursed  by  the  managed  care  organization  on  a  capitation,  fee-for- 
service  arrangement  or  discounted  fee-for-service.   Discounted  fee-for- 
service  involves  payments  that  are  reduced  versions  of  an  established  fee- 
for-service  fee  schedule.   For  example,  a  large  health  center  in  southern 
Ohio  has  contracts  with  several  HMOs  for  Medicaid  and  commercial 
members.   The  reimbursement  methods  and  rates  vary  with  each  contract. 

•  Contracts  As  Part  of  a  Network  with  State  Medicaid,  Commercial  Payers 
and  Managed  Care  Organizations 

This  type  of  arrangement  is  successfully  used  by  Health  Centers.    Health 
Centers  across  the  country  have  recognized  the  critical  importance  of 
forming  or  being  a  part  of  an  integrated  system  of  health  delivery  in  order 
to  continue  serving  their  patients  under  managed  care  arrangements. 
Health  Centers  have  joined  with  other  providers  to  form  a  separate  network 
entity  that  in  turn  contracts  with  the  State  Medicaid  Agency  for  the  full 
range  of  services  (e.g.,  primary,  specialty  and  hospital  care),  The  network 
HMO  entity  contracts  back  for  primary  care  with  Health  Centers  and 
contracts  with  specialists  and  hospitals.   For  example,  some  network 
sponsors  are  only  health  centers,  while  other  are  partnerships  between 
health  centers  and  other  providers. 

In  addition,  some  Health  Centers  have  joined  together  to  form  a  network 
for  a  partial  set  of  services  (e.g,  primary  and  specialty  or  only  primary 
care).   In  this  case  the  Health  Center  network  is  not  at  full  risk,  and  can 
contract  with  HMOs,  State  Medicaid  agencies  and  commercial  payers  for 
the  range  of  services  they  provide.   We  anticipate  that  at  least  one-half  to 
two-thirds  of  the  Health  Centers  will  be  participating  in  some  type  of 
network. 
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Contracts  For  Full  Risk  As  HMO  With  The  State  Medicaid  Agency 

Under  this  arrangement,  a  single  health  center  contracts  with  State 
Medicaid  or  commercial  payers  for  the  full  range  of  services  including 
primary,  specialty  and  hospital  care.   The  health  center  accepts  a  capitation 
for  these  services.   This  method  of  participation  in  managed  care  is  not 
encouraged  because  of  the  high  financial  risk.   Only  7  health  centers  have 
full  risk  arrangements  and  these  were  established  over  ten  years  ago. 


HEALTH  EDUCATION  ASSISTANCE  LOAN  PROGRAM 

Mr.  Stokes:   What  is  the  status  of  the  Health  Education  Assistance  Loans 
(HEAL)  Program?  Is  there  a  need  for  HEAL,  explain?  When  is  the  HEAL 
Program  going  to  be  self-supporting? 

Dr.  Sumaya:  The  legislation  authorizing  HEAL  loans  to  new  borrowers, 
which  expired  on  September  30,  1995,  provided  for  a  phase-down  of  the  insurance 
authority  or  loan  guarantee  portion  of  the  program.   We  stress  that  only  the 
making  of  new  HEAL  loans  has  been  affected.   No  new  HEAL  borrowers  were 
able  to  receive  loan  disbursements  as  of  October  1,  1995.   Approximately  8,000- 
10,000  borrowers  who  borrow  HEAL  for  the  first  time  each  year  will  not  be  able 
to  secure  HEAL  loans  in  FY  1996.   Estimates  of  the  need  for  HEAL  loans  by 
continuing  borrowers  are  as  follows: 


Fiscal  Year 

Insurance  Authority  Estimates 

1996 

$210  Million 

1997 

140  Million 

1998 

70  Million 

1999 

0  Million 

Yes,  there  is  a  need  for  the  HEAL  program.   The  HEAL  program  was 
authorized  in  1979  as  a  program  to  assure  that  students  in  the  health  professions 
would  have  access  to  market-rate  interest  loans  to  help  finance  their  education  and 
continues  to  be  a  significant  source  of  support  for  health  professions  students. 
Since  the  program's  inception,  $3.5  billion  has  helped  156,000  students  pay  for 
their  health  professions  education.   HEAL  borrowers  include  20  percent  of 
allopathic  medical  students,  65  percent  of  osteopathic  medical  students,  and  32 
percent  of  dental  students.   Based  on  past  borrowing  levels  ($275  million  loaned 
to  25,000  students  in  FY  1995),  expected  future  health  professions  enrollment, 
and  the  continuing  escalation  in  the  cost  of  a  health  professions  education,  the 
demand  for  HEAL  funds  is  expected  to  continue  in  coming  years. 

As  a  result  of  the  Congress  substantially  restructuring  the  HEAL  program 
in  1988  and  1992  to  reduce  defaults,  along  with  programmatic  initiatives  which 
complement  the  legislative  changes,  current  estimates  of  the  subsidy  costs  for  the 
HEAL  program  have  decreased  to  the  point  of  near  budget-neutrality.   The  largest 
decreases  in  HEAL  subsidy  costs  are  the  result  of  the  following: 
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(1)  Legislative  amendments,  such  as  the  litigation  requirement,  the 
requirement  to  give  preference  to  lenders  with  favorable  loan  terms,  and 
the  school  risk-sharing  provisions; 

(2)  Policy  amendments,  such  as  a  change  in  the  requirements  associated 
with  bankruptcy  claims;  and 

(3)  Program  management  initiatives,  such  as  development  of  a  competitive 
bidding  process  for  lenders  and  assisting  high-risk  disciplines  in  finding 
other  sources  of  funding. 

These  changes  have  resulted  in  a  decrease  in  the  subsidy  rate  for  new  loans 
from  7  percent  to  less  than  0.5  percent. 

Mr.  Stokes:   Given  the  recent  proliferation  of  private  sector  loans  and  the 
possibility  of  the  Department  of  Education  increasing  the  loan  limits  of  the 
unsubsidized  Stafford  Loan  program  is  there  a  reason  to  continue  the  HEAL 
program? 

Dr.  Sumaya:   Although  private  programs  providing  an  alternative  to 
HEAL  are  available,  there  are  at  least  two  important  factors  to  be  considered 
when  looking  at  private  programs  as  a  replacement  for  HEAL: 

(1)  Uncertainty  of  long-term  loan  access:   There  are  indications  that  loan 
access  for  students  in  high-risk  disciplines  or  at  high-risk  schools  would 
not  be  maintained  under  private  programs.   For  example,  the  private 
program  with  the  longest  history  of  funding  health  professions  students 
stopped  making  loans  to  students  at  Meharry  Medical  College,  one  of  the 
Historically  Black  Colleges  and  Universities,  in  June  1995,  based  on 
concern  that  the  school's  HEAL  default  rate  was  too  high.   Another 
private  program  is  structured  to  "cream"  the  best  borrowers  by  offering 
less  expensive  loans  to  students  at  schools  with  low  HEAL  default  rates 
and  excluding  students  at  schools  with  HEAL  default  rates  over  10 
percent.   It  is  likely  that  low-risk  schools  will  choose  the  lowest-cost 
program,  leaving  high-risk  schools  too  costly  to  be  funded  by  other  private 
programs. 

(2)  Higher  borrower  cost:   There  are  indications  that  HEAL  sets  a  "cost 
standard"  for  the  private  programs  and  that,  in  the  absence  of  HEAL,  the 
borrower  costs  associated  with  private  programs  could  increase 
significantly,  further  burdening  students  who  frequently  are  already 
overwhelmed  with  a  massive  educational  debt. 

With  regard  to  Department  of  Education  programs  as  an  alternative  to 
HEAL,  the  HEAL  program  is  presently  preferable  to  increasing  unsubsidized 
Stafford  Loan  limits  for  the  following  reasons: 
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(1)  Lower  subsidy  costs:   The  unsubsidized  Stafford  Loan  program  varies 
from  the  HEAL  program  in  at  least  2  ways  which  make  Stafford  loans 
more  costly  to  the  Federal  Government:  (a)  unlike  HEAL,  which  requires 
no  interest  subsidy,  unsubsidized  Stafford  loans  require  an  interest  subsidy 
when  the  amount  of  interest  lenders  are  guaranteed  exceeds  the  amount 
that  can  be  charged  to  borrowers;  and  (b)  the  subsidy  rate  for  unsubsidized 
Stafford  loans  is  4.74  percent,  compared  with  less  than  0.5  percent  for 
HEAL. 

(2)  Focused  management  capabilities:   Management  of  the  HEAL  program 
is  handled  by  a  staff  of  approximately  20  people  in  HHS  who  have 
expertise  in  the  unique  characteristics  of  graduate  health  professions 
students  and  have  made  HEAL  a  model  Federal  program,  as  evidenced  by: 
(a)  simplified  administration  for  students,  schools,  lenders;  (b)  increased 
lender  competition,  resulting  in  reduced  borrower  costs;  (c)  increased 
repayment  and  deferment  options;  (d)  targeted  default  reduction  initiatives; 
and  (e)  reduced  defaults,  resulting  in  a  program  that  is  now  nearly  budget 
neutral. 

(3)  Favorable  borrower  terms:   For  the  first  quarter  of  FY  1996,  the 
interest  rate  on  new  HEAL  loans  was,  on  average,  equal  to  the  quarterly 
T-bill  plus  1.85  percent,  or  7.5  percent,  compared  with  a  rate  of  8.25 
percent  for  new  unsubsidized  Stafford  loans.   HEAL  loan  terms,  including 
the  interest  rate  and  frequency  of  compounding,  have  improved  steadily  in 
recent  years  as  a  result  of  the  implementation  of  a  competitive  bidding 
process  in  the  early  1990's,  made  possible  by  legislation  emanating  from 
the  Congress'  ability  to  focus  on  this  group  of  borrowers  and  by 
aggressive  policy-making  within  the  Department. 

MINORITY/DISADVANTAGED  HEALTH  PROFESSIONS 

Mr.  Stokes:   The  proposed  clustering  and  dramatic  funding  cut  for  the 
Minority  and  Disadvantaged  Assistance  Health  Professions  Programs  appears  to  an 
attempt  to  dismantle  the  HCOP  and  COE  Programs,  explain?  How  would  you 
respond  to  the  statement  that  this  is  an  attempt  to  diminish  the  effectiveness  of  the 
Minority  and  Disadvantaged  Assistance  Programs?   Is  there  a  reorganization 
planned  for  the  Division  of  Disadvantaged  Assistance,  and  what  other 
reorganizations  are  planned  for  the  Agency? 

Dr.  Sumaya:   The  Administration  is  committed  to  meeting  the  needs  of 
minorities  and  the  disadvantaged.   Although  the  FY  1997  budget  proposal  reflects 
a  decrease  of  Federal  funding  for  Minority  and  Disadvantaged  Assistance 
Programs,  students  in  high-priority  health  professions  will  continue  to  have  access 
to  needed  financial  aid  through  a  consolidated  funding  approach. 

The  proposed  clustering  of  the  Minority  and  Disadvantaged  Assistance 
Programs,  of  which  HCOP  and  COE  are  included,  would  provide  for 
comprehensive  and  flexible  programming.   It  would  permit  incorporation  of  a 
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variety  of  educational  and  community-based  entities  in  a  continuum  of  activities  to 
increase  the  number  and  quality  of  minority  /disadvantaged  health  professionals  and 
minority  faculty  serving  in  health  professions  schools.  Clustering  of  all  funds  into 
one  line  authority,  while  not  assuring  specified  funds  for  all  programs,  would 
provide  administrative  latitude  to  direct  resources  toward  areas  determined  to  have 
highest  priority  and  will  stimulate  partnerships  between  Federal  and  local  entities. 

The  HRS  A  has  commissioned  the  National  Association  of  Public 
Administration  (NAPA)  to  evaluate  the  current  HRSA  organization.   This  study  is 
scheduled  for  completion  in  July  1996.  The  Bureau  of  Health  Professions,  where 
the  Division  of  Disadvantaged  Assistance  (DDA)  is  located,  is  also  looking  at  its 
structure.   General  criteria  and  alternatives  will  be  presented  to  HRSA  as  part  of 
the  NAPA  study. 
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STRATEGIC  PLAN 

Mr.  Hoyer:    Your  work  in  underserved  communities  is  critically 
important,  both  for  quality  of  life  and  containing  health  care  costs.   I  am 
impressed  to  see  in  your  testimony  that  patients  who  regularly  use  your  health 
centers  have  lower  hospital  admission  rates,  shorter  hospital  stays,  and  lower 
infant  mortality  rates,  resulting  in  a  20-30  percent  savings  in  the  cost  of  their  total 
health  care.    In  your  new  strategic  plan,  do  you  establish  similar  benchmarks  and 
goals?  What  types  of  outcome  measures  do  you  plan  to  pursue  to  evaluate  the 
success  of  your  programs  and  your  new  strategic  plan? 

Dr.  Sumaya:   Our  new  Strategic  Plan  features  outcome  measures  for 
increased  access  to  primary  care  for  underserved  populations;  reduced 
hospitalization;  reduced  gaps  in  health  status  for  conditions  disproportionately 
affecting  low  income  and  minority  populations  (e.g.,  diabetes,  hypertension, 
immunizable  conditions,  birth  outcomes). 

The  actual  benchmarks  will  be  established  by  extensive  sample  studies 
being  conducted  during  FY  1996. 

MANAGED  CARE 

Mr.  Hoyer:   a)  How  has  managed  care  impacted  the  need  for,  and  services 
provided  by,  and  the  State  and  local  financial  support  of  community  health  climes? 
b)  How  do  you  work  with  managed  care  organizations?   c)  Has  growing  use  of 
managed  care  in  the  Medicaid  eligible  population  shifted  the  demographics  of 
community  clinic  clients?   d)  Will  enrollment  of  Medicaid-eligible  clients  in 
HMOs  mean  that  community  health  clinics  are  no  longer  needed? 

Dr.  Sumaya:   a)  In  every  State  with  substantial  Medicaid  managed  care 
activity,  Health  Centers  are  participating  in  these  arrangements.   States  look  to 
health  centers  to  help  provide  some  of  the  needed  capacity  necessary  for  managed 
care.   As  a  result,  most  health  centers  have  seen  an  increase  in  the  number  of 
Medicaid  patients  under  managed  care. 

Health  Centers  in  several  States  with  Medicaid  waivers  have  developed 
managed  care  networks  that  are  serving  significant  portions  of  the  Medicaid 
population.   In  several  States  these  network  HMOs  have  substantial  Medicaid 
enrollment  and  without  their  participation  States  would  not  have  the  capacity 
necessary  for  Medicaid  managed  care.   This  is  occurring  for  example  in,  Rhode 
Island,  Washington,  Oregon  and  Hawaii. 

Health  centers  are  critical  to  States  with  Medicaid  managed  care  because 
they  provide  preventive  and  primary  care  services  to  the  uninsured  as  well  as 
continuity  of  care  to  individuals  as  they  gain  and  lose  Medicaid  eligibility. 

However  the  advent  of  managed  care  has  posed  significant  problems  for 
Health  Centers.   The  problems  stem  from  1)  reductions  in  reimbursement  levels 
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for  many  centers;  2)  center's  patients  being  required  to  switch  to  other  providers; 
and  3)  the  need  for  centers  to  continue  to  provide  non-covered  Medicaid  services. 
In  some  States,  Health  Centers  have  had  significant  reductions  in  their  Medicaid 
revenues  due  to  the  elimination  of  cost-based  reimbursement.   The  decreased 
Medicaid  funding  is  impacting  on  the  ability  of  Health  Centers  to  provide 
important  enabling  services  such  as:   translation,  transportation,  outreach, 
parenting  classes,  infant  feeding  programs  and  day  care. 

Health  Centers  provide  enabling  services  to  Medicaid  patients  even  if  the 
service  is  not  covered  by  Medicaid.   The  reality  of  reduced  Medicaid  revenues,  is 
forcing  some  Health  Centers  to  eliminate  or  reduce  services  and  jeopardizes  the 
ability  of  Health  Centers  to  provide  the  type  of  comprehensive,  culturally-sensitive 
care  that  is  so  important  to  underserved  populations. 

Health  Centers  are  also  experiencing  significant  shifts  in  their  patient  base 
due  to  State  enrollment  practices.   In  some  States,  inadequate  default  assignment 
methods  have  resulted  in  Health  Centers  losing  patients.   Default  is  the  process 
when  patient  does  not  select  a  provider  in  managed  care  and  the  State  assigns  the 
patient  to  a  provider.   In  many  instances,  patients  return  to  the  Health  Center  for 
care  which  in  most  cases  is  provided  without  compensation.   In  some  States 
patients  return  to  the  Health  Center  once  they  can  disenroll  from  the  default 
assigned  HMO. 

b)  How  do  you  work  with  managed  care  organizations? 

Health  centers  must  participate  in  Medicaid  managed  care  or  jeopardize 
their  ability  to  care  for  their  patients  whom  they  have  served  for  over  25  years. 
They  also  risk  losing  their  financial  viability  if  they  do  not  participate.   As 
community-based,  comprehensive  primary  care  providers  health  centers  bring 
strengths  to  the  Medicaid  managed  care  program  and  are  recognized  by  HMOs 
and  State  Medicaid  agencies  as  cost-effective  providers  to  the  high-risk  vulnerable 
Medicaid  population. 

Health  Centers  participate  in  managed  care  through  several  arrangements 
including: 

•         Contracts  as  Primary  Care  Case  Manager  Directly  to  State  Medicaid 

In  some  States,  Medicaid  managed  care  is  initially  established  as  primary 
care  case  management  model  program  with  the  primary  care  provider 
acting  as  a  gatekeeper  for  all  services.   Under  this  arrangement  health 
centers  contract  directly  with  the  State  Medicaid  agency  as  a  primary  care 
case  manager.   Health  centers  usually  receive  payments  based  their 
reasonable  costs  and  in  some  instances  receive  an  additional  case 
management  fee.   For  example,  in  Florida  HMO  enrollment  has  been 
voluntary  for  Medicaid  beneficiaries,  but  enrollment  in  the  case 
management  program  is  mandatory.   In  this  instance,  health  centers 
contract  directly  with  the  State  as  a  primary  care  case  manager  and  receive 
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cost-based  reimbursement. 

•  Contracts  with  HMOs  as  Primary  Care  Provider 

Health  Centers  serve  as  subcontractors  to  managed  care  organizations  for 
the  provision  of  primary  care  services.   The  health  center's  range  of 
services  and  risk  associated  with  the  contract  is  preferably  limited  to 
primary  care.     This  is  the  most  frequent  arrangement.   Health  centers  may 
be  reimbursed  by  the  managed  care  organization  on  a  capitation,  fee-for- 
service  arrangement  or  discounted  fee-for-service.   Discounted  fee-for- 
service  involves  payments  that  are  reduced  versions  of  an  established  fee- 
for-service  fee  schedule.   For  example,  a  large  health  center  in  southern 
Ohio  has  contracts  with  several  HMOs  for  Medicaid  and  commercial 
members.  The  reimbursement  methods  and  rates  vary  with  each  contract. 

•  Contracts  As  Part  of  a  Network  with  State  Medicaid,  Commercial  Payers 
and  Managed  Care  Organizations 

This  type  of  arrangement  is  successfully  used  by  Health  Centers.    Health 
Centers  across  the  country  have  recognized  the  critical  importance  of 
forming  or  being  a  part  of  an  integrated  system  of  health  delivery  in  order 
to  continue  serving  their  patients  under  managed  care  arrangements. 
Health  Centers  have  joined  with  other  providers  to  form  a  separate  network 
entity  that  in  turn  contracts  with  the  State  Medicaid  Agency  for  the  full 
range  of  services  (e.g.,  primary,  specialty  and  hospital  care),  The  network 
HMO  entity  contracts  back  for  primary  care  with  Health  Centers  and 
contracts  with  specialists  and  hospitals.   For  example,  some  network 
sponsors  are  only  health  centers,  while  other  are  partnerships  between 
health  centers  and  other  providers. 

In  addition,  some  Health  Centers  have  joined  together  to  form  a  network 
for  a  partial  set  of  services  (e.g,  primary  and  specialty  or  only  primary 
care).   In  this  case  the  Health  Center  network  is  not  at  full  risk,  and  can 
contract  with  HMOs,  State  Medicaid  agencies  and  commercial  payers  for 
the  range  of  services  they  provide.   We  anticipate  that  at  least  one-half  to 
two-thirds  of  the  Health  Centers  will  be  participating  in  some  type  of 
network. 

•  Contracts  For  Full  Risk  As  HMO  With  The  State  Medicaid  Agency 

Under  this  arrangement,  a  single  health  center  contracts  with  State 
Medicaid  or  commercial  payers  for  the  full  range  of  services  including 
primary,  specialty  and  hospital  care.   The  health  center  accepts  a  capitation 
for  these  services.   This  method  of  participation  in  managed  care  is  not 
encouraged  because  of  the  high  financial  risk.   Only  7  health  centers  have 
full  risk  arrangements  and  these  were  established  over  ten  years  ago. 

c)  Has  the  growing  use  of  managed  care  in  Medicaid  eligible  populations  shifted 
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the  demographics  of  community  health  center  clients? 

Information  from  various  health  centers  across  the  country  indicate  that 
their  has  been  a  shift  in  the  Health  Centers  populations.  It  appears  that  the  advent 
of  managed  care  coupled  with  expansions  in  Medicaid  eligibility  has  increased  the 
number  of  Medicaid  users  in  Health  Centers.   However  at  the  same  time  there  has 
also  been  an  increase  in  the  number  of  uninsured  populations  being  seen  by  the 
Centers.   We  expect  both  trends  to  continue.   However,  if  Medicaid  payments 
continue  to  be  reduced  under  managed  care  it  will  become  increasingly  difficult 
for  Health  Centers  to  maintain  the  services  needed  by  the  uninsured. 

We  are  planning  an  evaluation  study  that  will  look  more  closely  at  the 
changing  demographics  of  health  centers,  focusing  on  changes  in  the  uninsured 
population  and  managed  care. 

MEDICAID-ELIGIBLE  CLIENTS  IN  HMOs 

d)  Will  enrollment  of  Medicaid-eligible  clients  in  HMOs  mean  that  community 
health  centers  are  no  longer  needed? 

No,  to  the  contrary  health  centers  are  valuable  participants  in  Medicaid 
managed  care  arrangements  and  studies  have  found  that  they  provide  quality  and 
cost-effective  care.   Even  more  importantly,  health  centers  continue  to  serve  the 
uninsured.   Health  centers  provide  important  continuity  of  care  to  individuals  as 
they  gain  and  lose  Medicaid  eligibility. 

Central  to  the  mission  of  Health  Centers  is  the  provision  of  care  to  all 
regardless  of  insurance  status  (e.g.,  Medicaid).   Health  Centers  play  a  critical  role 
in  the  network  of  safety  net  providers  by  providing  comprehensive  preventive  and 
primary  care  services  to  individuals  without  regard  for  their  insurance  status. 

REDUCED  ADMINISTRATIVE  OVERHEAD 

Mr.  Hoyer:  You  mention  in  your  testimony  that  you  have  reduced 
administrative  overhead  by  200  positions  in  the  last  two  years,  for  which  I  would 
like  to  congratulate  you.  What  kinds  of  functions  have  you  eliminated?  Have  you 
reduced  paperwork  by  a  similar  degree?  Have  you  reduced  the  overall  size  of  the 
agency  as  a  result  of  these  improvements,  or  shifted  personnel  to  other  higher 
priority  program  functions? 

Dr.  Sumaya:   HRSA  has  reduced  200  Program  Management  FTEs  or  14% 
since  FY  1994.   These  positions  are  associated  with  coordinating,  directing,  and 
managing  administrative  functions  of  the  Agency.   Included  in  this  is  a  reduction 
of  1 15  FTEs  due  to  clustering  even  though  HRSA  programs  are  not  operating 
clustered  as  proposed. 

In  addition,  HRSA  has  developed  new  initiatives  designed  to  reduce 
paperwork.   An  example  of  this  is  the  consolidation  of  four  programs:  Community 
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Health  Centers;  Migrant  Health  Centers;  Health  Care  for  Residents  of  Public 
Housing;  and  Health  Care  for  the  Homeless.   By  consolidating  these  programs 
HRSA  has  developed  and  implemented  a  single  grant  application  for  the  applicants 
thereby  eliminating  duplicative  instructions,  requirements  and  applications  for 
hundreds  of  health  centers.   HRSA  is  also  developing  a  uniform  data  system  to 
reduce  and  eliminate  duplicative  reporting  and  data  requirements. 

An  example  of  an  administrative  type  paperwork  reduction  is  the 
implementation  of  the  Time  and  Attendance  Information  Management  Systems 
(TAIMS)  program.   This  is  a  new  computerized  system  that  replaces  the  old 
manual  time  card  process. 

HRSA  continues  to  prudently  manage  the  use  of  FTEs.   The  overall  FTE 
reduction  of  the  Agency  since  1993  is  435.   HRSA's  budget  during  the  same 
period  has  increased  over  $500  million.  This  has  required  HRSA  to  develop  new, 
innovative  improvements  to  conduct  daily  business.   In  addition,  HRSA  has 
shifted  the  use  of  FTEs  to  areas  with  expansion  such  as  Ryan  White  AIDS 
programs. 

MINORITY/DISADVANTAGED  -  PRIMARY  CARE  MEDICINE  CLUSTERS 

Mr.  Hoyer:   I  am  interested  to  note  that  the  minority/disadvantaged  health 
professions  and  primary  care  medicine  clusters  have  been  reduced  by  sizable 
amounts  in  the  President's  budget  request.   Could  you  explain  to  the  Committee 
why  this  is?  Are  these  issues  no  longer  of  pressing  importance?  Will  some  of  the 
budget  reductions  be  mitigated  by  efficiencies  that  allow  continuation  of  services 
with  less  disruption  than  the  numbers  indicate  on  their  face? 

Dr.  Sumaya:  The  Administration  is  using  the  cluster  concept  to  pilot 
innovative  approaches  to  the  minority/disadvantaged  issue  with  the  FY  1997 
budget.   The  focus  on  minority/disadvantaged  is  interwoven  in  other  clusters.   The 
FY  1997  budget  will  continue  to  enable  this  Administration  to  provide  attention  to 
minorities  and  disadvantaged  through  both  institutional  and  student  assistance 
support  while  allowing  us  to  gain  experience  for  further  implementation  in 
outyears. 

The  Administration  remains  committed  to  meeting  the  needs  of  minorities 
and  the  disadvantaged.   Although  the  FY  1997  budget  proposals  reflect  a  decrease 
in  total  Federal  funding  for  the  Minority /Disadvantaged  Health  Professions 
Cluster,  students  in  high-priority  health  professions  will  continue  to  have  access  to 
needed  financial  aid  through  a  consolidated  funding  approach.   This  approach  will 
better  target  scarce  Federal  funds  to  address  national  health  priorities. 

Although  not  part  of  the  Minority/Disadvantaged  Health  Professions 
Cluster,  minority  and  disadvantaged  students  will  have  access  to  Federal  funding 
in  the  Nursing  Education/Practice  Cluster.   Increases  in  this  cluster  will  provide 
needed  funding  to  educate  more  minority  nurses  at  all  levels  especially  the 
baccalaureate  level  to  respond  to  the  changing  health  care  environment  and  to 
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provide  the  foundation  necessary  for  advanced  training  as  nurse  practitioners, 
nurse  midwives,  specialists,  administrators  and  educators.   The  Nursing 
Education/Practice  Cluster  provides  the  mechanism  to  increase  the  under 
representation  of  racial  ethnic  minorities  at  the  prenursing,  undergraduate  and 
advanced  practice  levels  as  well  as  retraining  opportunities  for  the  existing 
workforce. 

The  Primary  Care  Medicine/Public  Health  Training  Cluster  was  not 
reduced  in  the  FY  1997  President's  budget  request. 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PUBLIC  HEALTH  SERVICE 

HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

1997  Estimate 

fte   Ajncuut Page  no, 

Health  Resources  and  Services 1,650  $3,113,483,000  1 

Medical  Facilities  Guarantee  and  Loan  Fund.    7,000,000  155 

Health  Education  Assistance  Loans 25  3,172,000  165 

Vaccine  Injury  Compensation  Program 110,000,000  179 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

Health  Resources  and  Services 

FY  1997  Budget  Page  No. 

Organi  zati on  chart 3 

Appropriation  language  and  explanation  of  language 

changes 4 

Language  analysis 6 

Amounts  available  for  obligation 7 

Summary  of  changes 8 

Budget  authority  by  activity 10 

Budget  authority  by  object 15 

Administrative  costs 17 

Significant  items  in  the  House  and  Senate  appropriations 

committee  reports 18 

Authorizing  legislation 28 

Appropriation  history  table 37 

Justification: 

A.  General  statement 39 

B.  Prior  year  output  data 41 

C.  Primary  health  care: 

1 .  Consolidated  health  centers 47 

2.  Programs  for  special  populations 59 

3 .  Hansens  disease  center 63 

D.  Health  professions 66 

1.  Health  professions  workforce  development 

cluster 69 

2.  Enhanced  area  health  education  centers 

cluster 80 

3.  Minority/disadvantaged  health 

professions  cluster 85 

4.  Primary  care  medicine  and  public 

health  training  cluster 90 

5.  Nursing  education/practice  cluster 97 

6.  National  Practitioner  Data  Bank 103 
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FY  1997  Budget  Page  No. 

E.  Maternal  and  child  health: 

1.  MCH  block  grant 107 

2.  Healthy  start  initiative 109 

3.  Emergency  medical  services  for  children.  112 

F.  Health  resources  development: 

1.  Health  teaching  facilities 113 

2.  Organ  procurement  and  transplantation...  114 

3.  Health  facilities  construction 116 

4.  National  Bone  marrow  donor  program 118 

G.  Program  management 120 

H.   Rural  health: 

1.  Rural  health 122 

2.  Rural  health  outreach  services 124 

I.   Buildings  and  facilities 126 

J.   AIDS 127 

K.   Family  planning 147 

State  tables 150 

Detail  of  full-time  equivalent  employment  (FTE) 154 
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HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

HEALTH  RESOURCES  AND  SERVICES 

PROGRAM  OPERATIONS 

For  carrying  out  titles  II,  III,  VII,  VIII,  X,  XVI,  XIX,  and  XXVI  of  the 
Public  Health  Service  Act,  section  427(a)  of  the  Federal  Coal  Mine  Health  and 
Safety  Act,  title  V  of  the  Social  Security  Act,  the  Health  Care  Quality 
Improvement  Act  of  1986,  as  amended,  and  the  Native  Hawaiian  Health  Care  Act 
of  1988,  as  amended,  [$3,056,203,000]  $3,113,483,000,    of  which  [$411,000] 
$297 ,  000   shall  remain  available  until  expended  for  interest  subsidies  on  loan 
guarantees  made  prior  to  fiscal  year  1981  under  part  B  of  title  VII  of  the 
Public  Health  Service  Act,  and  of  which  $52,000,000  shall  be  used  only  for 
State  AIDS  Drug  Assistance  Programs  authorized  by  section  2616  of  the  Public 
Health  Service  Act  and  shall  be  distributed  to  States  as  authorized  by  section 
2618(b) (2)  of  such  Act:   Provided,  That  when  the  Department  of  health  and 
Human  Services  administers  or  operates  an  employee  health  program  for  any 
Federal  department  or  agency,  payment  for  the  full  estimated  cost  shall  be 
made  by  way  of  reimbursement  or  in  advance  to  this  appropriation:  Provided 
further,    That  of  the  funds  made  available  under  this  heading,  [$933,000] 
$828,  000   shall  be  available  until  expended  for  facilities  renovations  at  the 
Gillis  W.  Long  Hansen's  Disease  Center:   Provided  further,    That  in  addition  to 
fees  authorized  by  section  427(b)  of  the  Health  Care  Quality  Improvement  Act 
of  1986,  fees  shall  be  collected  for  the  full  disclosure  of  information  under 
the  Act  sufficient  to  recover  the  full  costs  of  operating  the  National 
Practitioner  Data  Bank,  and  shall  remain  available  until  expended  to  carry  out 
that  Act:  [Provided  further,    That  of  the  amounts  available  for  Area  Health 
Education  Centers,  $24,625,000  shall  be  for  section  746(1) (1) (A)  of  the  Health 
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Professions  Education  Extension  Amendments,  notwithstanding  section 
746(1)  (1)  (C)  :]'   Provided  further.  That  no  more  than  $5,000,000  is  available 
for  carrying  out  the  provisions  of  Public  Law  102-501:   Provided  further,  That 
funds  made  available   under  this  heading  for  activities  authorized  by  Title 
XXVI  Part  A  of   the  Public  Health  Service  Act  are  available  only  for   those 
metropolitan  areas  previously   funded  in  fiscal   year  1996  or  with   a  cumulative 
total   of  more   than  2,000  cases  of  AIDS  as  reported   to   the  Centers   for  Disease 
Control    and  Prevention   as   of  March   31,    1996,    and  have  a  population   of  500,000 
or  more:      Provided  further.    That   the  Secretary  shall   use  amounts  available  for 
section  2603(b)    of   the  Public  Health  Service  Act  as  necessary  to  ensure   that 
fiscal   year  1997  grant  awards  made  under  section  2603  (a)    of  such  Act   to 
eligible  areas   that   received  such  grants   in   fiscal   year  1996  are  not   less   than 
the  fiscal   year  1996  level. 


Language  no  longer  needed. 
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HEALTH  RESOURCES  AND  SERVICES 
Language  Analysis 


Language  Provision 

"That  of  the  amounts  available  for 
Area  Health  Education  Centers, 
$24,625,000  shall  be  for  section 
746(1) (1) (A)  of  the  Health 
Professions  Education  Extension 
Amendments,  notwithstanding  section 
746(1)  (1)  (C)  ." 


Explanation 

The  language  proposed  for  deletion 
is  no  longer  needed  as  the  authority 
for  the  Area  Health  Education 
Centers  has  expired.   New 
authorization  language  has  been 
proposed . 


"That  funds  made  available  under 
this  heading  for  activities 
authorized  by  Title  XXVI  Part  A  of 
the  Public  Health  Service  Act  are 
available  only  for  those 
metropolitan  areas  previously  funded 
in  fiscal  year  1996  or  with  a 
cumulative  total  of  more  than  2,000 
cases  of  AIDS  as  reported  to  the 
Centers  for  Disease  Control  and 
Prevention  as  of  March  31,  1996,  and 
have  a  population  of  500,000  or 
more . " 


The  language  proposed  would  exclude 
communities  with  populations  less 
than  500,000  from  Ryan  White  Title  I 
funding  eligibility. 


"The  Secretary  shall  use  amounts 
available  for  section  2603 (b)  of  the 
Public  Health  Service  Act  as 
necessary  to  ensure  that  FY  1997 
grant  awards  made  under  section 
2603(a)  of  such  Act  to  eligible 
areas  that  received  such  grants  in 
FY  1996  are  not  less  than  the  FY 
1996  level." 


Under  existing  statute,  fifty 
percent  of  Ryan  White  Title  I  funds 
available  are  awarded  according  to  a 
formula  based,  in  part,  on  the 
number  of  AIDS  cases  in  the  Extended 
Metropolitan  Area.   The  remainder  is 
awarded  competitively  to  areas  that 
demonstrate  the  greatest  need  and 
the  ability  to  use  the  funds 
promptly  and  effectively  to  improve 
client  services.   Currently,  there 
is  no  authority  to  increase  the 
amount  available  for  formula  grants 
to  more  than  50  percent  of  the  Title 
I  appropriation.   The  language 
proposed  would  assure  that  the 
formula  grants  to  areas  funded  in  FY 
1996  are  held  harmless  in  FY  1997. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

Health  Resources  and  Services 

Amounts  Available  for  Obligation  " 

1995  1996  1997 

Appropriation Policy  ;/ Estimate 

Appropriation $3,056,203,000      $3,080,384,000      $3,113,483,000 

Rescission -42, 130,  000 

Rent  reduction  pursuant 

to  P.L.  103-333 -144,000 

Cash  award  reduction  pursuant 

to  P.L.  103-333 -360,000 

Comparable  transfer  from  NIH 

Bone  Marrow  Program....     +15,360,000 

Comparable  Transfer  to  OASH 

for  BMP -750,000 

Subtotal,  adjusted         

budget  authority 3,028,179,000       3,080,384,000       3,113,483,000 


Unobligated  balance, 

start  of  year 17,178,000  21,786,000  18,458,000 

Procurement  reduction  pursuant 

to  P.L.  103-333 -2,472,000                 

Unobligated  balance, 

end  of  year -21,786,000  -18,458,000  -8,958,000 

Unobligated  balance, 

lapsing -551.000     zzz.  z^ 

Total  obligations 3,008,148,000  3,081,051,000  3,119,483,000 


Excludes  the  following  amounts  for  reimbursements:   FY  1995  Actual  - 
$60,624,000  and  124  FTEs;  FY  1996  Policy  Estimate  -  $65,894,000  and  205 
FTEs;  and  FY  1997  Estimate  -  $64,803,000  and  205  FTEs. 

Based  on  levels  of  the  ninth  Continuing  Resolution,  including  an 
incremental  policy  adjustment. 
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HEALTH  RESOURCES  AND  SERVICES 
SUMMARY  OF  CHANGES 

1996  Policy  Level $3,080,384,000 

1997  Estimate 3.113.483.000 

Net  change +33,099,000 

1996  Current 

Estimate  Base Change  from  Base 

Budget  Budget 

(FTE)    Authority      (FTE)      Authority 
Increases: 
a.  Built-in: 

1.  Annualized  cost  of  1996 

pay  raise --  111,640,000  --  +1,821,000 

2.  January  pay  raise  of  3.1% --  111,640,000  --  +2,568,000 

3.  Within  grade  increases --  111,640,000  --  +1,966,000 

4.  Rental  Costs  increase --  111,640,000  --  +75,000 

Subtotal,  built-in  increases...  --     +6,430,000 

B.  Program: 

1.  AIDS --    787,530,000       --     +43,159,000 

2.  Nursing  Education 

Practice  Cluster --     55,672,000      --     +14,328,000 

3 .  Primary  Care  Medicine  and 

Public  Health  Cluster --  74,229,000  --  +5,771,000 

4.  Family  Planning (52)  193,034,000  --  +5,418,000 

5.  Health  Care  Facilities --  --  +2,000,000 

6.  H.P.  Workforce 

Development  Cluster (95)   115,308,000      --      +1,897,000 

7.  Consolidated  Health  Centers....    --    756,051,000      --      +1,073,000 

8 .  Program  Management 

Information  Technology (1,253)  111,640,000      --       +500,000 

Subtotal,  program  increases....  --    +74,146,000 

Total  increases --    +80,576,000 


24-955  96-16 
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Decreases: 

1996  Current 
Estimate  Base 
Budget 
(FTE)    Authority 
A.  Program; 

1.  Primary  Care: 
Programs  for  special 

populations  cluster --    11,508,000 

2.  Health  Professions: 

a.  Minority/Disadvantaged 

Health  Professions  cluster.     --    80,404,000 

b.  Enhanced  Area  Health  Education 

Centers  cluster --    42,272,000 

c.  Primary  Care  Medicine  and 

Public  Health  cluster --    74,229,000 

3.  Maternal  and  Child  Health: 

a.  MCH  block  grant --   681,195,  000 

b.  Emergency  Medical  Services 

for  Children --    10,429,000 

c.  Healthy  start --    74,969,000 

4.  Health  Resources  Development: 

Health  teaching  facilities --  -    411,000 

5.  Rural  Health: 

a.  Rural  health  research --     7,926,000 

b.  Rural  health  outreach  --    42,513,000 

6.  Buildings  and  Facilities --      853,000 

7.  Absorption  of  built-in 

increases --  

Total  decreases 

Net  Change 


(FTE) 


Change  from  Base 
Budget 
Authority 


-4,023,000 

-16,319,000 
-7,272,000 
-1,229,000 

-134,000 

-1,096,000 
-131,000 

-114,000 


-42,000 
■12,259,000 


■25,000 


-4,833,000 


-47,477,000 


+33,099,000 
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Health  Resources   and  Services  Administration 

Administrative   Costs 

(Budget  Authority) 

1996  1997 

Estimate    1/  Estimate Change 

Personnel   Compensation: 

Full-time   permanent    (11.1) $86,486,000  $91,178,000           ♦$4,692,000 

Other   than   Full-Time    Permanent    (11.3) 2,039,000  1,972,000                    -67,000 

Other   Personnel    Compensation    (11.5) 3,364,000  3,309,000                    -55,000 

Total    Personnel    Compensation    (11.9) 91,889,000  96,459,000             +4,570,000 

Civilian   Personnel    Benefits    (12.1) 23,468,000  24,221,000                  +753,000 

Benefits    for   Former   Employees    (13.0) 1,250,000  1,380,000                  +130,000 

Travel     (21.0) 1,959,000  1,716,000                  -243,000 

Transportation  of  Things  (22.0) 609,000  613,000         +4,000 

Communications,  Utilities,  and 

Miscellaneous  Charges  (23.3) 3,745,000  3,581,000       -164,000 

Printing  and  Reproduction  (24.0) 815,000  815,000           — 

Advisory  and  assistance  services  (25.1)..      2,695,000  2,543,000       -152,000 

Other  Services  (25.2) 32.971,000  28,149,000     -4,822,000 

Purchase  of  Goods  and  Services  from 

other  Government  Accounts  (25.3) 42,087,000  36,231,000     -5,856,000 

Supplies  and  Materials  (26.0) 2,008,000       2,008,000  


Total $203,496,000     $197,716,000     -$5,780,000 

XI  Based  on  levels  of  the  ninth  Continuing  Resolution,  including  an  incremental 

policy  adjustment. 
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SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE,  AND  CONFERENCE 
APPROPRIATIONS  COMMITTEE  REPORTS 

1996  House  Appropriations  Committee  Report  Language 


Item 

Consolidated  health  centers  --   Community  health  centers  are  often  the 
grantees  for  the  other  programs  as  well,  and  the  Administration  has  already 
made  some  efforts  to  consolidate  grant  applications  and  reduce  duplication. 
The  committee  encourages  the  agency  to  take  whatever  additional 
administrative  steps  it  can  to  build  on  these  consolidation  efforts. 

Action  Taken  or  To  Be  Taken 

In  the  past  2  years,  HRSA  has  developed  and  implemented  a  single  grant 
application  for  all  health  center  applicants.   Through  this  streamlining 
effort,  HRSA  has  been  able  to  eliminate  duplicative  instructions, 
requirements  and  applications  for  hundreds  of  health  centers.   In  addition, 
HRSA  is  currently  developing  a  single,  uniform  data  system  to  reduce  and 
eliminate  duplicative  reporting  and  data  requirements. 

In  FY  1997  and  beyond,  HRSA  will  continue  to  identify  and  implement  other 
administrative  steps  to  assure  that  health  center  grants  aze  more  flexible, 
simplified,  and  streamlined  and  less  burdensome  for  communities  receiving 
health  center  awards.   Specifically,  HRSA  will  review  its  program 
expectations  for  health  centers  to  eliminate  duplicative  instructions  and 
requirements  and  to  establish  improved  integration  among  the  health 
centers.   In  addition,  HRSA  will  review  the  criteria  used  for  defining  the 
scope  of  a  health  center's  operations  in  order  to  further  streamline  and 
improve  the  process . 


Item 

Consolidated  health  centers  --   The  Committee  urges  HRSA  to  give  priority  to 
maintenance  of  existing  services  when  setting  its  fiscal  year  1996  funding 
plans  for  the  community  and  migrant  health  centers  program. 

Action  Taken  or  To  Be  Taken 

The  House  provided  $756,518,000  for  the  Consolidated  Health  Centers 
Program,  an  increase  of  $119,000  over  the  President's  Budgst  and  the  same 
as  the  FY  1995  level. 

Health  centers  are  dependent  on  a  variety  of  funding  sourcts  including  the 
Federal  grant,  Medicaid,  Medicare,  third  party  insurance  reimbursement, 
State/local/private  contribution  and  patient  fees.  Assuming  that  these 
other  sources  of  revenue  are  not  reduced,  we  anticipate  that  the  health 
center  program  will  be  able  to  maintain  its  FY  1995  level  of  services  to 
approximately  8.1  medically  underserved  and  uninsured  patients. 
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National   Health  Service  Corps:   Recruitment   --  The  Committee  reiterates  its 
intent  that  fund?;  provided  be  used  to  support  multi-year,  rather  than 
single-year,  commitments. 

Action  Taken  or  To  Be  Taken 

It  is  the  policy  of  the  program  to  fund  NHSC  Federal  scholarships  and  loan 
repayment  agreements  on  a  multi-year  funding  basis.   This  policy  offers  the 
advantages  of  supporting  a  relatively  constant  number  of  scholarships  and 
loan  repayment  recipients  from  year  to  year  and  eliminating  the  need  to 
rely  on  future  year  appropriations  to  fund  continuation  awards. 


Item 

Health  Professions   --  To  the  extent  permitted  under  the  authorizing 
statutes  currently  under  consideration,  the  Committee  encourages  HRSA  to 
include  the  discipline  of  social  work  in  its  training  efforts,  particularly 
in  interdisciplinary  health  and  mental  health  care  settings  in  underserved 
communities. 

Action  Taken  or  £a  be  Taken 

There  are  four  programs  within  the  Bureau  of  Health  Professions  that 
support  social  work  in  its  training  efforts  which  focus  on 
interdisciplinary  health  and  mental  health  care  settings  in  underserved 
communities. 

Health  Careers  Opportunity  Program  (HCQP) 

The  discipline  of  social  work  is  currently  included  in  the  HCOP  program. 
In  one  of  our  programs,  social  workers  with  bachelor's  degrees  are 
recruited  and  trained  to  complete  a  master's  degree  to  be  able  to  better 
serve  in  the  health  care  delivery  systems  of  the  urban  minority  populations 
and  rural  areas.   Another  program  focuses  on  facilitating  entry  of 
minorities  involving  a  six-month  preparatory  course  and  a  variety  of 
retention  activities  in  the  field  of  social  work. 

Interdisciplinary  Rural  Health  Training  Program 

This  program  is  a  flexible  and  comprehensive  authority  in  its  purpose  and 
methods  designed  to  train  and  retain  health  professionals  for  the  rural 
underserved  areas.   In  FY  1995,  social  work  students  represented  68  percent 
of  the  trainees.   The  Interdisciplinary  Rural  Health  Training  Grant  Program 
(ITHCRA)  has  19  current  grantees  of  which  16  include  mental  health  and 
social  work.   The  following  ITHCRA  projects  include  social  workers: 

University  of  Arizona  -  Tucson,  AZ 

University  of  Hawaii  -   Honolulu,  HI 

Bowman  Gray  School  of  Medicine  -  Winston-Salem,  NC 

Western  Michigan  University  -  Kalamazoo,  MI 
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University  of  Maine  -  Orono,  ME 
Husson  College  -  Bangor,  ME 
University  of  Kentucky  -  Lexington,  KY 
Meharry  Medical  College  -  Nashville,  TN 
Idaho  Rural  Health  Education  Center  -  Boise,  ID 
University  of  South  Carolina  -  Columbia,  SC 
University  of  North  Dakota  -  Grand  Forks,  ND 
East  Carolina  University  -  Greenville,  NC 
Morehouse  School  of  Medicine  -  Atlanta,  GA 
West  Alabama  Health  Services,  Inc.  -  Eutaw,  AL 
University  of  Wisconsin  -  Madison,  WI 
West  Virginia  -  Morgantown,  WV 

The  Bureau  has  awarded  two  contracts  to  the  American  Psychological 
Association  to: 

1.  Develop,  in  conjunction  with  the  American  Nurses  Association  and  the 
Council  on  Social  Work,  an  Interdisciplinary  Team  Training  Curriculum 
to  provide  mental  health  and  substance  abuse  services  in  rural  areas. 
A  book  was  published  and  is  being  used  in  "Train  the  Trainer" 
Workshops. 

2.  Hold  three  "Train  the  Trainer"  workshops  across  the  country  to 
implement  the  curriculum  by  developing  interdisciplinary  programs  in 
rural  areas  to  provide  behavioral  health  care  by  family  physicians, 
psychologists,  nurses,  and  social  workers. 

These  workshops  will  support  the  recent  addition  of  psychologists, 
social  workers  and  nurses  to  those  eligible  to  participate  in 
National  Health  Service  Corps  (NHSC)  programs  to  provide  primary 
health  care  in  rural  areas.   The  emphasis  at  health  care  sites 
eligible  for  NHSC  programs  is  interdisciplinary. 

A  contract  to  the  University  of  Colorado  Health  Science  Center  reported,  in 
March  1995  at  a  National  Social  Workers  Meeting,  on  the  role  of  medical 
social  workers  in  facilitating  the  delivery  of  health  care  in  rural  America. 
There  is  increasing  anecdotal  evidence  to  suggest  that  social  workers  are 
critical  to  the  success  of  health  care  systems  within  rural  communities.   In 
addition,  they  free  primary  care  practitioners  from  the  role  of  patient 
advocate  with  the  health  system,  allowing  them  to  concentrate  on  the 
delivery  of  health  services. 

Geriatric  Education  Centers  (GEO  Program 

This  program  provides  grants  to  accredited  health  professions  schools  or 
programs  to  assist  in  meeting  the  costs  of  projects  to  improve  the  training 
of  health  professionals  in  geriatrics;  develop  and  disseminate  curricula 
relating  to  the  treatment  of  the  health  problems  of  elderly  individuals; 
expand  and  strengthen  instruction  in  methods  of  such  instruction;  support 
continuing  education  of  health  professionals  and  allied  health  professionals 
who  provide  such  treatment;  and  establish  new  affiliations  with  nursing 
homes,  chronic  and  acute  disease  hospitals,  ambulatory  care  centers  and 
senior  centers  in  order  to  provide  students  with  clinical  training. 
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All  26  presently  funded  GEC  include  geriatric  education  to  social  workers, 
most  often  within  interdisciplinary  settings,  and  offer  mental  health  topics 
in  their  training.   Social  workers  have  consistently  been  one  of  the  top 
three  enrol lees  or  participants  of  26  disciplines  in  GEC  training. 
Enrollees  have  40  or  more  hours  of  GEC  training  in  a  given  year.   Since 
1984,  over  7,000  social  workers  have  been  enrollees.   More  than  26,000 
social  work  participants  have  received  39  or  less  hours  of  training. 

In  1995,  social  work  was  involved  in  setting  strategic  directions  for  a 
national  agenda  on  geriatric  education  and  training.   A  study  group  of 
recognized  leaders  in  geriatric  social  work  education  and  practice  developed 
a  Social  Work  White  Paper,  one  of  eleven  presented  at  the  invitational 
National  Forum  on  Geriatric  Education  and  Training.   Social  work  also  had  a 
strong  representation  on  the  Interdisciplinary  Education  White  Paper.   The 
Papers  were  approved  at  the  Forum  and  were  recently  published  as  A  National 
Agenda   for  Geriatric  Education:    White  Papers. 

Mental  health  education  and  training  for  social  workers  and  other  health 
professionals  commonly  deal  with  Alzheimer's  Disease  and  other  dementias. 
Examples  of  mental  health  education  in  1995  include: 

1.  Northwest  GEC  (NWGEC) ,  Univ.  of  Washington  -  "Maximizing  Therapeutic 
Outcomes,  in  Long-Term  Care:  Focus  on  Alzheimer's  Disease,"  was 
co-sponsored  by  the  University  of  Washington's  School  of  Pharmacy, 
Medicine,  and  NWGEC  held  in  Seattle  on  November  3,  1995.   Linda  Teri, 
Ph.D.,  has  recently  completed  a  project  aimed  at  managing  depression 
in  older  adults  with  Alzheimer's  Disease  and  related  disorders  and 
their  caregivers.   Alzheimer's  patients  and  their  caregivers  are  a 
targeted  population  to  receive  health  promotion  interventions  through 
the  GEC  program.   Special  attention  is  currently  being  devoted  to 
recruiting  community-based  agencies  serving  these  individuals,  e.g., 
adult  day  centers,  Alzheimer's  Associations  in  both  Western 
Washington  and  Alaska.   In  addition,  the  NWGEC  continues  to  serve  as 
one  of  several  marketing  sources  for  the  10-module  videotape  series, 
"Managing  and  Understanding  Alzheimer's  Disease  and  Related 
Disorders"  developed  by  Dr.  Teri  in  conjunction  with  NWGEC. 

2.  Minnesota  Area  GEC  (MAGEC) ,  Univ.  of  Minnesota  -  Under  the  leadership 
of  a  MAGEC  faculty  member  who  directs  a  research  project  on 
Alzheimer's  patients  and  their  families,  MAGEC  has  planned  a  one-day 
session  at  the  1996  Summer  Institute  on  Managing  Aggressive  Behaviors 
in  Dementia  Patients.   The  forum  held  in  Fall  1995  for  regional  GEC 
coordinators  featured  a  presentation  by  the  director  of  a  new 
Dementia  Center  at  the  University,  and  participants  methods  by  which 
MAGEC  could  make  such  education  available  in  all  parts  of  the  State. 

3.  The  Washington  Area  GEC  Consortium,  George  Washington  Univ.  -  This 
GEC  has  been  working  with  the  French  Foundation  for  Alzheimer 
Research  (French  Foundation)  on  a  number  of  projects.   The  French 
Foundation  provided  the  honorarium  for  Dr.  Peter  Rabins,  the  keynote 
speaker  for  the  first  Alzheimer's  Enrichment  Series.   This  GEC  is 
currently  working  with  the  French  Foundation  to  develop  a  series  of 

•       lectures  that  will  be  approached  from  an  interdisciplinary 

perspective  in  terms  of  treating  the  disease  continuum.   This  GEC  has 
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also  designed  curriculum  for  an  outstanding  six  hour  mental  health 
Intensive  that  includes  a  major  segment  on  Alzheimer's  as  a  component 
of  the  professional  development  program. 

4.  Oklahoma  GEC,  Oklahoma  Univ.  -  The  Red  Earth  Gerontology  Scholars 
(REGS)  program  is  designed  to  provide  100  hours  of  training  to  each 
of  at  least  40  health  professions  faculty  and  tribal  trainers.   A 
core  module  for  the  REGS  training  program  is  entitled,  "Mental  Health 
Problems/Depression.*  The  emphasis  of  this  module  in  Year  01  will  be 
Alzheimer's  Disease,  as  the  two  faculty  involved  with  its  development 
are  experts  in  the  field. 

5.  Miami  Area  GEC,  Univ.  of  Miami  -  In  November  1995.  this  GEC 
co-sponsored  the  Alzheimer's  Associations "s  Annual  Educational  Forum 
entitled:  "Alzheimer's:  A  Disease  of  Many  Cultures."   Over  100  health 
care  professionals  attended  the  conference  which  focused  on 
culturally  sensitive  issues  faced  by  caregivers  of  Alzheimer's 
Disease  patients. 

6.  Stanford  GEC  -  A  very  successful  conference  on  Ethnicity  and  the 
Dementias   was  co-sponsored  by  this  GEC  in  collaboration  with  the  Bay 
Area  Consortium  for  Geriatric  Education  in  September  1994.   Dr's.  Yeo 
and  Gallagher-Thompson  are  editing  a  book  by  that  title  to  be 
published  by  Taylor  and  Francis  in  1996.   Contributors  include 

Dr's.  McBride  and  Lewis. 

7.  Oregon  GEC  Consortium,  Oregon  Health  Science  Univ.  -  Several  mental 
health  topics  are  included  in  the  annual  Summer  Institute,  e.g., 
coping  with  change,  dementia,  management  of  dementia  behaviors, 
depression,  delirium,  sleep  disorders,  grief  and  bereavement. 

8.  Wisconsin  GEC,  Marquette  Univ.  -  This  GEC  sponsored  the  Ninth  Annual 
Conference  on  Alzheimer's  Disease  and  Irreversible  Dementia  on  May 
21-23,  1995.   There  were  600  participants. 

Health  Administration  Traineeships  and  Special  Projects  Program 

This  program  provides  grants  to  public  or  non-profit  education  institutions 
(including  graduate  schools  of  social  work  but  excluding  accredited  schools  of 
public  health)  that  offer  a  graduate  degree  in  health  administration,  hospital 
administration,  or  health  policy  analysis  and  planning.   To  be  eligible  for  a 
grant  the  graduate  program  must  be  accredited  by  the  Accrediting  Commission  on 
Education  and  Health  Services  Administration  (ACEHSA) . 

There  are  no  ACEHSA  accredited  graduate  health  administration  programs  in 
schools  of  social  work.   Therefore,  no  grants  have  been  awarded  to  schools  of 
social  work  under  this  program. 


Item 

Hansen's  Disease  services   --  The  Committee  has  been  concerned  for  some  time 

about  the  expense  and  inefficiency  of  operating  the  center  at  Carville. 

Accordingly,  it  is  the  intent  of  the  Committee  that  a  portion  of  these  funds 
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be  used  for  the  offer  of  assisted  living  allowances  to  those  of  the  long- 
term  care  residents  at  the  Carville  facility  as  of  July  1995  who  are  able 
and  willing  to  live  independently.   The  committee  would  hope  that  this 
transfer  could  be  accomplished  as  soon  as  is  practicable,  but  without 
causing  unmanageable  disruption.   The  Committee  has  been  informed  that  such 
payments  will  help  achieve  an  orderly  transition  from  direct  provision  of 
long-term  residential  care  at  the  historic  site  of  the  original  leprosarium 
at  Carville  to  more  suitable  facilities. 

Action  Taken  or  To  Be  Taken 

Details  of  a  plan  to  move  to  more  suitable  facilities  are  under  development. 

However,  implementation  of  such  plans  must  be  deferred  pending 
identification  of  resources  required  for  the  move  and  payment  of  stipends 
prior  to  accomplishment  of  the  move.   The  Agency  has  not  identified 
resources  for  this  facility. 


Item 

Maternal   and  child  health  block  grant   --   The  Committee  continues  to  support 
the  demonstration  projects  for  disabled  children  such  as  the  CHOICES  program 
funded  through  SPRANS  set-aside  funding. 

Action  Taken  or  To  Be  Taken 

HRSA  plans  to  continue  demonstration  projects  supported  by  the  CHOICES 
program  funded  through  the  SPRANS  set-aside.   Priority  will  be  given  to 
continuation  of  CHOICES  with  greater  emphasis  on  the  special  problems  of 
adolescents  with  disabilities  making  successful  transitions  to  adult  care, 
to  be  "healthy  and  ready  to  work,*  and  to  achieve  independence. 


Ryan   White  AIDS  programs:    Emergency  assistance   --  The  Committee  recognizes 
the  additional  service  delivery  challenges  faced  by  service  providers  in 
areas  with  co-morbidity  factors  including  tuberculosis,  substance  abuse, 
severe  mental  illness,  sexually  transmitted  diseases,  and  homelessness.   The 
Committee  expects  that  HRSA  will  prioritize  consideration  of  these  co- 
morbidity factors  in  awarding  Title  I  supplemental  grants,  to  the  degree 
that  is  compatible  with  eventual  reauthorizing  language.   Linking 
supplemental  grants  to  data  driven  indices  of  severe  health  needs  among 
people  with  AIDS  in  Title  I  cities  will  serve  to  more  effectively  target 
Ryan  White  funds. 

Action  Taken  or  To  Be  Taken 

Co-morbidity  factors,  as  well  as  data  driven  indices  of  severe  health  needs 
are  an  important  part  of  the  criteria  used  to  evaluate  applications  for 
supplemental  grants  from  Title  I  eligible  metropolitan  areas.   Applicants 
must  include  in  their  applications  a  "Description  of  the  epidemic  in  their 
Area",  "Unique  aspects/Special  Challenges*  which  include  the  co-morbidity 
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factors  referenced  by  the  Committee.   Since  the  Ryan  White  CARE  Act  had  not 
been  reauthorized  at  the  time  Fiscal  Year  1996  supplemental  grant 
applications  were  reviewed,  any  changes  needed  to  be  compatible  with  new 
language  would  be  applicable  to  applications  received  for  FY  1997  grants. 


Ryan  White  AIDS  programs:    Pediatric  demonstrations   --  The  Committee  expects 
all  programs  funded  under  the  Ryan  White  program  to  increase  coordination 
with  CDC  outreach  programs  to  prevent  perinatal  HIV  transmission.   Ryan 
White  programs  and  other  HRSA  programs  should  take  the  lead  in  providing 
quality  care  to  HIV-infected  pregnant  women  to  reduce  the  potential  for 
infection  of  newborns.   The  Committee  expects  that  HRSA  program  guidance  to 
grantees  will  reflect  the  need  to  plan  for  and  deliver  services  to  pregnant 
women  as  part  of  priority  setting. 

Action  Taken  or  To  Be  Taken 

The  Ryan  White  Title  IV  program  and  its  funded  projects  continue  to  play  a 
leadership  role  in  activities  to  reduce  perinatal  HIV  transmission.   The 
Title  IV  Women's  Initiative  (WIN)  projects  have  collaborated  with  CDC's 
perinatal  transmission  projects  by  serving  on  joint  committees  to  develop 
new  strategies,  products  and  approaches  to  evaluation.   All  Title  IV 
projects  continue  to  identify  goals,  objectives  and  specific  activities  in 
their  projects  to  implement  HRSA's  Advisory  of  the  Use  of  ZDV  Therapy  to 
Reduce  Perinatal  HIV  Transmission.   Activities  include  planning  community- 
wide  approaches;  expanded  outreach  and  offering  of  counseling  and  voluntary 
testing  to  youth  and  women;  and  ZDV  therapy,  care  and  follow-up  for  pregnant 
women  and  infants;  and  training  providers  and  consumers;  and  development  of 
model  educational  materials. 


1996  Senate  Appropriations  Committee  Report  Language 


Item 

National   Health  Service  Corps   --  The  Committee  recognizes  the  importance  of 
training  greater  numbers  of  mental  health  professionals  including  social 
workers  and  psychologists  from  disadvantaged  and  minority  backgrounds  to 
work  in  underserved  communities  as  part  of  interdisciplinary  teams 
addressing  a  range  of  social,  behavioral  and  mental  health  problems.   The 
Committee  directs  the  Secretary  to  ensure  that  projects  funded  under  this 
cluster  train  a  mix  of  providers,  including  social  workers  and 
psychologists. 

Action  Taken  or  To  Be  Taken 

In  FY  1995  the  NHSC  began  a  pilot  project  to  identify  potential  mental 
health  opportunities;  the  results  of  this  pilot  were  that  13  sites  were 
targeted,  of  which  8  chose  to  participate.   Eight  loan  repayment  placements 
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were  made  at  these  sites. 

In  addition,  there  has  been  a  much  broader  circulation  of  the  mental  health 
designation  methodology  and  an  increased  effort  to  identify  additional  data 
sources  needed  for  designation.   There  have  also  been  improved 
clarifications  as  to  the  eligibility  of  various  disciplines,  related 
training  requirements  etc.,  which  will  facilitate  the  application  process 
for  sites  and  clinicians.   Finally,  there  has  been  an  effort  to  increase  the 
involvement  of  state  agencies  in  mental  health.   In  the  past  year,  these 
efforts  have  resulted  in  more  than  doubling  the  number  of  mental  health 
sites  on  the  placement  list,  from  32  vacancies  in  1994  to  83  in  1995. 

In  FY  1996  the  NHSC  will  be  contacting  Community  Mental  Health  Centers  that 
are  located  in  designated  mental  health  shortage  areas  in  order  to  provide 
information  on  the  NHSC  programs  and  assist  them  in  recruitment  efforts  as 
appropriate.   We  anticipate  that  this  effort  will  begin  by  May  1996. 


Item 

National   Health  Service  Corps:   Scholarships  and  loan  repayment  --   The 
Committee  is  concerned  that  there  has  been  no  recent  dental  participation  in 
the  NHSC  Scholarship  Program  and  few  dental  recipients  of  NHSC  loan 
repayment  awards,  despite  a  significant  dental  health  profession  shortage 
areas.   The  Committee  strongly  urges  the  NHSC  to  address  this  problem 
through  increased  dental  participation  in  these  programs.   The  Committee  is 
also  pleased  with  the  progress  made  through  the  oral  health  initiative  in 
providing  startup  grants  to  initiate  the  provision  of  dental  care  at  10 
health  centers  with  significant  oral  health  needs.   The  Committee  encourages 
HRSA  to  expand  this  initiative  in  fiscal  year  1996  so  that  greater  progress 
can  be  made  in  addressing  oral  diseases,  which  have  been  identified  as  the 
most  pressing  need  in  migrant  centers  and  one  of  the  top  five  unmet  needs 
throughout  the  health  care  system. 

Action  Taken  or  To  Be  Taken 

Currently,  all  of  the  relatively  small  number  of  viable  dental  professional 
vacancies  are  being  met  through  Federal  Loan  Repayment  agreement  recipients 
or  volunteer  efforts,  which  more  quickly  fill  positions  than  through  the 
Federal  scholarship  track.   Unlike  loan  repayment  agreements,  scholarships 
incur  increased  up-front  costs,  have  time  investment  concerns,  and  can 
result  in  higher  default  rates. 

As  of  December  31,  1995,  there  were  957  dental  health  professional  shortage 
areas  across  the  Nation.   This  number  indicates  a  significant  need  for 
dental  health  professionals  in  many  underserved  urban  and  rural  areas. 
Before  dental  professionals  can  be  placed  in  these  areas  however,  truly 
viable  sites  and  vacancies  must  be  established.   The  initial  costs  of 
establishing  sites  and  vacancies  for  dental  operations  are  quite  high.   It 
is  very  expensive  for  sites  to  support  dental  health  professionals  in 
addition  to  required  equipment,  supplies  and  support  staff.   The  dental 
professional  must  be  able  to  generate  sufficient  revenue  to  be  self- 
supporting,  which  is  difficult  because  of  low  Medicare  and  third  party 
reimbursement  for  adult  dental  care.   Some  States  limit  reimbursement  for 
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dental  services  provided  to  uninsured  and  underinsured  patients  to  acute 
care  (i.e.,  teeth  extraction),  not  preventive  care.   Thus,  there  are  a 
limited  number  of  financially  supported  vacancies. 

The  oral  health  initiative  was  developed  and  funded  through  the  community 
health  center  program  in  FY  1995.   This  initiative  developed  from  the  HRSA's 
efforts  to  provide  oral  health  services  in  underserved  communities. 

HRSA  will  continue  to  encourage  the  development  of  oral  health  services  in 
health  centers.   However,  at  the  continuing  resolution  annualized  level, 
HRSA  will  not  be  able  to  support  new  or  expanded  oral  health  services  pilots 
in  FY  1996  without  jeopardizing  the  level  of  primary  care  services  provided 
in  its  other  needy,  underserved  communities. 


I  tern 

Rural   health   outreach  grants   --  The  Committee  urges  HRSA  to  give  priority 
attention  to  initiatives  which  are  geared  to  providing  a  regionalized  plan 
for  a  seamless  consolidated  system  of  high  quality  pediatric  care.   The 
Committee  strongly  supports  an  innovative  proposal  by  the  Children's 
Hospital  of  Pittsburgh  to  establish  a  regional  pediatric  network  to  improve 
access  to  specialty  care  through  partnerships  with  rural  community 
hospitals. 

Action  Taken  or  To  Be  Taken 

HRSA  will  give  priority  attention  to  an  innovative  program  by  Children's  __ 
Hospital  in  Pittsburgh  to  establish  a  regional  pediatric  care  network  with 
rural  community  hospitals.  X 

Item 

Pacific  Basin   Initiative   -  The  Committee  remains  supportive  and  again  funds 
the  Institute  of  Medicine's  (IOM)  development  of  a  long-term  strategic  plan  - 
for  the  future  of  this  region,  which  includes  dental  care,  as  well  as  the 
efforts  of  the  Waianae  Coast  Comprehensive  Health  Center,  which  has  an 
outstanding  record  of  being  responsive  to  the  primary  health  care  needs  in 
the  region.   The  Committee  accordingly  strongly  urges  HHS  to  implement  these 
recommendations  in  a  timely  fashion. 

Action  Taken  or  To  Be  Taken 

Funds  allocated  for  the  Pacific  Basin  Health  Initiative  will  be  used  to 
support  activities  involving  telecommunications  and  telemedicine  activities 
that  promote  health  promotion  and  disease  prevention  efforts  in  the  Pacific. 
HRSA  has  initiated  discussions  with  the  IOM  and  fully  expects  the 
development  of  a  strategic  plan  to  be  underway  in  the  next  2-3  months. 
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Acquired  Immune  Deficiency  Syndrome  --   All  Ryan  White  grantees  benefit  from 
and  depend  on  training  health  professionals.   The  Committee  understands  that 
both  Ryan  White  title  I  planning  councils  and  title  II  grantees  are 
authorized  to  expend  funds  for  training  projects.   The  Committee  believes 
that  now  that  the  Title  I  and  II  grantees  are  in  place,  decisions  regarding 
allocation  of  funds  toward  training  should  be  made,  in  large  part,  by  those 
grantees.   The  Committee  urges  these  grantees  to  meet  these  training  needs 
through  the  existing  AETC  system. 

Action  Taken  or  To  Be  Taken 

Decisions  regarding  the  allocation  of  funds  to  meet  identified  training 
needs  are  the  responsibility  of  the  Title  I  and  II  grantees.   Many  of  these 
grantees  are  already  utilizing  the  resources  of  the  existing  AETC  system. 
DAs  the  Committee  suggests,  HRSA  will  urge  the  grantees  to  further  utilize 
the  AETC  system  as  much  as  possible  consistent  with  their  training  needs. 
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APPROPRIATIONS  HISTORY  TABLE 


Health  Resources  and  Services  Administration 
Health  Resources  and  Services 


1968 

1989 

Supplemental 

1990 

Sequester 

Supplemental 

1991 

Reduction 

1992 

Reduction 

Appropriation 
Transfer 

1993 

Reduction 

Appropriation 
Transfer 


Budget 
Estimate  House 

to  Congress        All 


Senate 

Allowance 


1,106,977,000      1,365,476,000       1,665,513,000 
1,225,257,000        769,554,000  2/    1,642,685,000  2/ 

800,000 
1,351,643,000      1,553,465,000       1,820,245,000 

2,300,000 
1,556,822,000      1,626,393,000       2,474,940,000 

2,016,500,000  i/   2,137,533,000  3_/4./  2,389,622,000  1/ 


2,440,534,000      2,392,343,000       2,625,466,000 


3,086,962,000      2,833,568,000       2,954,341,000 


Appropr iat  ion 

Transfer 



Appropriation 

Transfer 



1995 

3,014 

,253, 

oco 

Rescission 

... 

Appropriation 

Transfer 

... 

1996 

3,096 

,395, 

,000 

1997 

3,113 

.483 

,000 

3,008,225,000 


2,927, 122,000 


3,066,254,000 


ft/ 


Appropriation  1/ 

1,556,265,000 

1,632,584,000 

800,000 

1,770,386,000 

-23,262,000 

2,300,000 

2,139,382.000 

-54,240,000 

2,360,841,000  2/ 

-6,729,000 

55,000,000  £/ 
2,601,625,000 
-24,751,000 

-1,000,000  £./ 
2,926,361,000 

-5,000,000  £/ 

10,000,000  XI 

3,055,699,000 
-42,130,000 

-5,000,000  £/ 
3,060,384,000  £/ 
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1/  Reflects  enacted  supplemental  and  reappropriations. 

2/  The  House  and  Senate  deferred  action  on  funding  consideration  for  some 

programs  within  the  Health  Resources  and  Services  account  because  of  lack 
of  authorization. 

i/  Does  not  include  $1.5  million  for  HEAL  program  management  requested  in 
HEAL  account . 

A/  The  House  deferred  funding  for  the  Family  Planning  Program  because  of  lack 
of  authorization. 

V  Available  July  1,  1992  from  the  Department  of  Education,  Educational 
Excellence. 

£/  Transferred  to  the  Health  Centers  Malpractice  Claims. 

2/  Transferred  from  PHS  Emergency  Fund  for  Los  Angeles  earthquake. 

ft/  As  of  March  12,  1996,  the  Full  Senate  has  not  yet  approved  funding  for  the 
Departments  of  Labor,  Health  and  Human  Services,  and  Education. 

2/  Represents  the  level  provided  by  the  ninth  Continuing  Resolution,  P.L. 
104-99,  including  an  incremental  policy  adjustment. 
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General  Statement 


The  President's  appropriation  request  is  $3,113,483,000  for  the  Health 
Resources  and  Services  Administration  (HRSA) .   This  is  an  increase  of 
$33,099,000  above  the  FY  1996  policy  level. 

Consistent  with  the  government -wide  reinvention  effort,  the  HRSA  request 
consolidates  many  categorical  programs  into  seven  clusters.   Major  program 
consolidations  include  health  professions  programs,  community  and  migrant 
health  centers,  and  special  populations  programs. 

The  health  services  cluster  will  enhance  the  ability  of  communities  to  improve 
the  health  of  their  clients  and  close  the  gaps  in  the  health  status  of 
vulnerable  population.   Highlights  include: 

•  The  Consolidated  Health  Centers  cluster  combines  four  programs 
into  one.   This  cluster  includes:   Community  Health  Centers; 
Migrant  Health  Centers;  Health  Care  for  the  Homeless;  and  Health 
Care  for  Residents  of  Public  Housing.   This  proposal  would 
streamline  legislation  regarding  services,  application  criteria, 
and  grant  requirements. 

•  The  Programs  for  Special  Populations  cluster  consolidates  five 
programs  into  one.   This  cluster  includes:   Black  Lung  Clinics; 
Pacific  Basin  Initiative;  Payment  to  Hawaii;  the  Native  Hawaiian 
Health  Care  Program,  and  the  State  Alzheimer's  Demonstration 
authority.   This  proposal  is  designed  to  enhance  the  ability  of 
the  Secretary  to  demonstrate  more  effective  approaches  for 
improving  the  health  status  of  certain  populations  through 
delivery  of  primary  and  preventive  health  care  services,  enabling 
and  supporting  services  and  infrastructure  development. 

•  The  Health  Professions  request  combines  categorical  programs  into 
five  consolidated  programs.   The  consolidations  include:   Health 
Professions  Workforce  Development  Cluster;  Enhanced  Area  Health 
Education  Centers  Cluster;  Minority/Disadvantaged  Health 
Professions  Cluster;  Primary  Care  Medicine  and  Public  Health 
Training  Cluster;  and  Nursing  Education/Practice  Cluster. 

The  budget  proposes  $607  million  for  programs  authorized  under  the  Ryan  White 
Act,  an  increase  of  $32  million,  or  4  percent  over  the  fiscal  year  1996  policy 
level.   This  level  will  provide  funds  for  categorical  grants  to  cities 
disproportionately  affected  by  the  HIV  epidemic;  funds  to  states  to  provide 
medical  and  support  services  to  infected  individuals;  funds  to  community-based 
organizations  to  provide  early  HIV/AIDS  treatment  services  and  support  for 
demonstration  projects  on  pediatric  AIDS  issues.   The  fiscal  year  1997  level 
will  provide  assistance  to  all  existing  cities  and  any  new  cities  that  may 
become  eligible  for  Title  I  emergency  relief  grants  in  1997. 

HRSA  is  proposing  $52  million  to  continue  the  AIDS  Drug  Assistance  Program. 
This  program  provides  drugs  that  prolong  and  enhance  the  quality  of  life  for 
AIDS  patients. 
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The  budget  includes  $681  million  for  the  Maternal  and  Child  Health  (MCH)  Block 
Grant.   This  request  continues  to  build  the  MCH  service  infrastructure  to 
assure  that  needed  services  are  available  to  vulnerable  MCH  populations  and 
for  assisting  this  population  in  accessing  available  services.   The  request 
includes  $570  million  for  grants  to  states,  $101  million  for  special  projects 
of  regional  and  national  significance,  and  $10  million  for  community 
integrated  service  systems. 


24-955  96-17 
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Health  Resources  and  Services  Administration 
FY  1995  Outputs 


u 


(dollars  in  thousands) 


PHS  Act 
Section 


HEALTH  CENTERS  CLUSTER: 

Dollars  (000) 

Community  Health  Centers: 

Dollars  (000) 

Sites 

Service  Capacity  (000)  . 

CPCP  Grantees 

Infant  Mortality  Reduction 
Initiative  Grantees... 

Prenatal  Users 

Migrant  Health  Centers: 

Dollars  (000) 

Sites 

Service  Capacity  (000) . 

Health  Care  for  the  Homeless: 

Dollars  (000) 

Grantees 

Sites 

Service  Capacity  (000)  . 


1995 

Actual 

$756,518 

($616,555) 

(1,549) 

(6,650) 

(297) 

(41) 
(185,530) 


($65,000) 
(380) 
(600) 


($65,445) 
(119) 
(495) 
(450) 


Health  Services  for  Residents 
of  Public  Housing: 

Dollars  (000) 

Grantees 

Sites 

Service  Capacity  (000) . 


($9,518) 
(21) 
(38) 
(25) 


PROGRAMS  FOR  SPECIAL 

POPULATIONS  CLUSTER: 
Dollars  (000)... 

Pacific  Basin: 

Dollars  (000) 

Projects 

Native  Hawaiian  Health  Care: 

Dollars  (000) 

Case  Management  Enroll. 
N.H.  Systems  Contacts.. 
N.H.  Scholarships 


P.L.  101-527 


P.L.  102-396 


$16 

416 

($3) 
(...) 

($4 

336) 

(7 

000) 

(42 

000) 

(17) 
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Health  Resources  and  Services  Administration 
FY  1995  Outputs 


(dollars  in  thousands) 


Payment  to  Hawaii: 

Dollars  (000) 

Average  Daily  Patient  Census 
Outpatient  Visits 

Black  Lung: 

Dollars  (000) 

Number  of  Centers 

Persons  Served 

State  Alzheimer's  Disease  Grants: 

Dollars  (000) 

Delivery  Sites 

Program  Users 


PHS  Act 

Section 

320 


Federal  Mine,  Health  & 
Safety  Act,  Sec.   427(a) 


1995 
Actual 

($2,976) 

(67) 

(5,025) 


($4, 

142) 

(14) 

(47, 

350) 

($4 

,959) 

(90) 

(6, 

,000) 

HEALTH  PROFESSIONS  WORKFORCB 
DEVELOPMENT  CLUSTER: 
Dollars  (000)... 

National  Health  Service  Corps: 

Dollars  (000) 

Scholarship  Obligors. . . 

Loan  Repayors 

Careerists 

Obligated  Feds 

State  Loan  Repayment . . . 
Community  Based  Scholars 
Total,  NHSC  Field  Strength. 

NHSC  Recruitment : 

Dollars  (000) 

Awards : 

Scholarships 

Federal  Loan  Repayment . 
Fed.  Loan  Repayment 

Extensions 

State  Loan  Repayment . . . 


$123,851 

331-338, 

333C,    338F 

($41,979) 

(349) 

(1,264) 

(82) 

(32) 

(473) 

125) 

(2,225) 


(220) 
(547) 


(138) 
(252) 


Grants  to  Communities 
H.P.  Scholarships: 
Dollars  (000) 
Awards 


($474) 
(19) 
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Health  Resources  and  Services  Administration 
FY  1995  Outputs 


43 


(dollars  in  thousands) 


Nursing  Loan  Repayment: 

Dollars  (000) 

Awards 

State  Offices  of  Rural  Health: 

Dollars  (000) 

Awards 

Health  Prof.  Data  System: 
Dollars  (000) 

#  Contracts 

Research  on  Certain  H.P. 
Issues: 

Dollars  (000) 

n   Grants 

ENHANCED  AREA  HEALTH  EDUCATION 
CENTERS  CLUSTER : 

Dollars  (000) 

#  Grants  &  Contracts.. 
Area  Health  Education  Ctrs: 

Dollars  (000) 

#  Grants 

Health  Education  &  Training  Ctrs: 

Dollars  (000) 

U   Grants 

Geriatric  Programs : 

Dollars  (000) 

#  Grants 

Rural  Hlth.  Interdisciplinary  Trng: 
Dollars  (000) 

#  Grants  4  Contracts . . 

General  Dentistry  Training: 
Dollars  (000) 

#  Grants 

Allied  Health  Special  Projects: 
Dollars  (000) 

#  Grants 


PHS  Act 

Section 

846 


1995 

Actual 


($2,044) 
(187) 


($3,000) 
(SO) 


($548) 
(9) 


($600) 
(3) 


$48,448 
170 


($24,125) 
(33) 


($3,509) 
(10) 


($8,273) 
(35) 


($3,880) 
(22) 


($3,530) 
(30) 


($3,580) 
(32) 
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Health  Resources  and  Services  Administration 
FY  1995  Outputs 


(dollars  in  thousands) 


Chiropractic  Demonstration  Projects: 
Dollars  (000) 

#  Grants 

Podiatric  Medicine  -  Primary  Care 
Training: 
Dollars  (000) 

#  Grants 

MINORITY/DISASVANTAGBD 

HEALTH  PROFESSIONS  CLUSTER: 
Dollars  (000) 

#  Grants  k   Contracts.. 

#  Scholarships, 

Stipends  and 

Students 

Centers  of  Excellence: 
Dollars  (000) 

#  Grants 

Exceptional  Financial  Need  Scholarships: 
Dollars  (000) 

#  Scholarships 

Financial  Assistance  for  Disadvantaged 
Health  Professions  Students: 
Dollars  (000) 

#  Stipends 

Health  Careers  Opportunity  Program: 
Dollars  (000) 

#  Grants 

Loan  Repayment /Fellowships  -  Faculty: 
Dollars  (000) 

#  Contracts 

Loans  for  Disadvantaged  Students : 
Dollars  (000) 

#  Student  Recipients.. 

Scholarships  for  Disadvantaged 
Students : 
Dollars  (000) 

#  Scholarships 


PHS  Act 

Section 

782 


1995 

Actual 


($936) 
(3) 


($615) 
(5) 


$91,175 
182 


($23,040) 
(25) 


($10, 542) 
(539) 


($6,249) 
(323) 


($24,996) 
(132) 


($955) 
(25) 


($8,017) 
(2,429) 


($17,376) 
(8,458) 
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Health  Resources  and  Services  Administration 
FY  1995  Outputs 


45 


(dollars  in  thousands) 


PHS  Act 
Section 


PRIMARY  CARS  KBDICXMB/PDBLZC 

HEALTH  CLUSTER: 

Dollars  (000) 

t  Grants 

Family  Medicine  Programs: 
Dollars  (000) 

#  Grants 

General  Internal  Medicine 
and  Pediatrics : 
Dollars  (000) 

#  Grants 

Physician  Assistant  Training: 
Dollars  (000) 

#  Grants 

Pacific  Basin  Medical 
Officers  Training: 
Dollars  (000) 

#  Grants 

Public  Health/Preventive 
Medicine  Programs : 
Dollars  (000) 

#  Grants 

Health  Administration  Programs: 
Dollars  (000) 

#  Grants 


Sec.  10(b) (l)  of 
P.L.  101-527 


761,  762,  763 


1995 
Actual 


$78,545 

546 


($46,057) 
(323) 


($16,503) 
(82) 


($5,964) 
(39) 


($1,497) 
(1) 


($7,546) 
(60) 


($978) 
(41) 
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Health  Resources  and  Services  Administration 
FY  1995  Outputs 


(dollars  in  thousands) 


PHS  Act 

Section 


NURSING  EDUCATION/ PRACTICE 
CLUSTER: 

Dollar*  (000) 

•  Grants 

•  Trainaashipa 

Strengthening  Capacity 

for  Basic  Nurse  Education 

and  Practice  (Nursing 

Special  Projects) : 

Dollars  (000) 

#  Grants 

Nurse  Practitioners/Nurse 
Midwives  &  Other  Advanced 
Practice  Nurses : 


1995 

Actual 


$58,640 

287 

4,827 


($9,848) 
(61) 


Nurse  Practitioner/ 

Nurse  Midwife  Training: 

Dollars  (000) 

»  Grants 

Advanced  Nurse  Education: 
Dollars  (000) 

#  Grants 

Nurse  Anesthetist  Training: 
Dollars  (000) 

#  Grants 

Professional  Nurse  Trainees : 
Dollars  (000) 

#  Traineeships 

Increasing  Nursing  Workforce 
Diversity  (Nursing  Educational 
Opportunities  for  Individuals 
from  Disadvantaged 

Backgrounds) : 
Dollars  (000) 

#  Grants 


($16,140) 
(65) 


($11,642) 
(58) 


($2,574) 
(82) 


($14,830) 
(4,827) 


($3,606) 
(21) 
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Consolidated  Health  Centers 

Authorizing   Legislation   -    Legislative   proposal   has   been  prepared   to 
consolidate    Sections    329,    330,    340   and    340A  of    the    Public   Health   Service   Act. 

Increase 
1995                             1996                                  1997                               or 
Actual PflUCY  1/ Estimate Decrease 

Consol.    Health  Centers $756,518,000  $756,051,000  $757,124,000  +$1,073,000 

Community  Health  Centers ($616,555,000)  ($616,174,000) 

Migrant  Health  Centers ($65,000,000)  ($64,960,000) 

Health  Care   for   the   Homeless..     ($65,445,000)  ($65,405,000) 
Health  Care   for  Residents   of 

Public  Housing ($9,518,000)  ($9,512,000) 

1/  Based  on  levels  of  the  Ninth  Continuing  Resolution,  including  an 
incremental  policy  adjustment. 

1997  Authorization Legislative  authority  is  being  proposed. 

Purpose  and  Method  of  Operation 

In  FY  1995,  through  the  integrated  Health  Center  and  National  Health  Service 
Corps  access  strategy,  approximately  10  million  medically  underserved 
individuals  were  able  to  receive  care  through  Health  Centers  and  non-Health 
Center-based  NHSC  providers. 

The  grant  dollars  requested  in  this  consolidated  health  center  activity 
support  over  700  community- based  partnerships  with  the  Federal  government. 
These  grant  dollars  are  essential  to  these  programs  for  three  reasons: 

♦  each  Federal  grant  dollar  helps  to  leverage  two  additional  dollars  for 
health  centers 

♦  each  Federal  grant  dollar  supports  the  mission  of  providing 
uncompensated  care  for  uninsured  populations  which  are  increasing  at  a 
rapid  rate 

♦  each  Federal  grant  dollar  provides  essential  enabling  services  (i.e., 
transportation,  outreach,  case  management,  translation)  that  are  not 
covered  by  traditional  insurers  but  are  documented  to  improve  the  health 
status  of  underserved  populations 

Without  Federal  support  for  Health  Centers,  these  systems  of  care  would  not  be 
economically  viable,  and  their  clients  would  be  forced  to  seek  care  in  less 
effective  and  more  costly  settings,  such  as  hospital  emergency  rooms. 
Continuation  of  this  support  is  vital  if  this  very  cost  effective  care  to 
underserved,  generally  poor,  and  often  uninsured  populations  is  to  remain 
available.   In  this  rapidly  changing  health  care  environment,  Federal  support 
is  especially  critical  for  the  survival  of  these  programs. 

This  use  of  scarce  Federal  dollars  is  not  only  a  judicious  "investment,"  but 
is  also  extremely  effective  as  compared  to  other  providers  of  health  care. 
Studies  in  areas  with  large  Medicaid  populations  such  as  New  York  and 
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California  have  found  that  patients  who  regularly  use  Health  Centers  require 
between  22  to  30  percent  fewer  dollars  to  cover  their  total  health  care  costs 
per  year  than  other  providers  of  care.1   Extrapolating  these  figures  to  total 
Medicaid  expenditures  demonstrates  that  Health  Centers  save  the  U.S.  health 
care  system  a  substantial  amount  of  money.   Studies  also  substantiate  the  fact 
that  Health  Centers  are  an  effective  system  of  quality  health  care.   For 
example,  in  a  recent  Journal  of  the  American  Medical  Association  article 
comparing  Health  Centers  with  other  primary  care  providers,  i.e.,  private 
practice  and  hospital  clinics,  Health  Centers  far  outscored  these  other 
systems  of  care.   In  an  examination  of  a  number  of  indicators,  quality  scores 
rating  the  treatment  of  well  baby  care,  asthma,  diabetes,  and  hypertension. 
Health  Centers  scored  twice  as  high  as  the  score  of  their  nearest 
competitors . J 

Grant  awards  are  made  directly  to  community-based  non-profit  and  public 
organizations  located  in  the  areas  of  highest  need  across  the  country.   Grants 
are  awarded  to  the  highest  need  communities  across  the  country  through  a 
national  competitive  process  which  affords  States  a  significant  role  in 
determining  need  and  resource  priorities. 

People  Served 

Health  Centers  are  located  in  areas  throughout  the  country  where  there  are 
financial,  geographic,  or  cultural  barriers  to  primary  health  care  for  a 
substantial  portion  of  the  population.   In  many  communities,  these  Centers  are 
the  sole  providers  of  care  to  a  highly  vulnerable,  culturally  diverse, 
medically  needy  population.   Many  underserved  individuals  live  in  inner  cities 
or  rural  areas  that  lack  adequate  resources,  especially  primary  care 
physicians.   All  are  poor,  near  poor,  or  the  working  poor.   Many  face 
financial,  geographic,  racial,  ethnic  and  language  barriers  that  inhibit  their 
seeking  of  primary  care  and  the  efficacy  of  care  they  receive.   They  are  at 
risk  for  communicable  and  chronic  illnesses,  and  multiple  health  and  social 
needs . 

As  a  result,  Health  Centers  offer  related  social/support  services  on-site  or 
in  proximity  such  as  health  education,  outreach,  transportation,  translation, 
and  case  management.   Health  Centers  also  link  with  services  such  as  WIC, 
welfare,  Medicaid  eligibility,  substance  abuse  and  other  social  services  which 
are,  many  times,  located  on-site  providing  "one-stop  shopping." 

Integral  to  the  successful  operation  of  Health  Centers  are  the  resources  and 
providers  offered  through  the  National  Health  Service  Corps  (NHSC) .   NHSC 
providers  represent  a  significant  proportion  of  the  total  number  of  providers 
employed  by  Health  Centers.   Without  the  NHSC,  many  Health  Centers  would  be 
unable  to  attract  sufficient  quality  and  quantity  of  health  professionals 


'Center  for  Health  Policy  Studies,  and  SysteMetrics,  Health  Services 
Utilization  and  Costs  to  Medicaid  of  AFDC  Recipients  in  California  Served  and 
Not  Served  by  Community  Health  Centers,  February,  1992. 

'Barbara  Starfield,  Neil  R.  Powe,  Jonathan  R.  Weiner,  Mary  Stuart,  Donald 
Steinwachs,  Sarah  H.  Scholle,  Andrea  Gerstenberger ,  Costs  vs.  Quality  in 
Different  Types  of  Primary  Care  Settings.  JAMA,  December  28,  1994. 
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required  for  viable  operations. 

Large  proportions  of  poor  and  minority  people  are  served;  66  percent  of  Health 
Center  patients  are  below  the  poverty  level,  20  percent  are  between  100  and 
*00  percent  of  poverty,  and  14  percent  are  above  200  percent. 

Health  Centers:  People  Served 

By  Economic  Status 


+200%  Poverty 
14% 


100-200%  Poverty 
20% 


Below  Poverty 
66% 


Sixty-one  percent  of  Health  Center  patients  are  minorities  including  28 
percent  Black,  2  7  percent  Hispanic,  and  6  percent  Asian/other. 


Health  Center  Patients 

By  Ethnicity 


African/American 
28% 


Asian/Other 
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Children: 

Approximately  3.5  million  or  forty- four  percent  of  the  individuals  receiving 
services  at  Health  Centers  are  children  from  newborn  infants  to  19  years  of 
age.   These  children  are  at  risk  for  multiple  health  and  social  problems.   As 
a  consequence,  health  centers  provide  a  variety  of  preventive  services, 
including  immunizations,  well -child  care,  and  nutrition,  as  well  as  primary 
care  services  focused  on  the  needs  of  children.   In  addition,  Health  Centers 
link  with  other  health  and  social  service  providers,  including  WIC,  schools, 
and  social  service  agencies,  to  assure  that  the  full  range  of  services  are 
available  and  accessible  to  children  and  their  families. 

To  increase  the  immunization  rates  for  preschool  children,  HRSA  is  currently 
working  in  collaboration  with  the  Centers  for  Disease  Control  and  Prevention's 
(CDC)  National  Immunization  Program  (NIP)  to  develop  State-wide  demonstration 
pilots  in  six  to  eight  States.   The  demonstration  pilots  will  assist  health 
centers  and  other  community-based  providers  to  increase  immunizations  rates  by 
using  a  quality  improvement  approach. 

Through  the  Healthy  Schools,  Healthy  Communities  initiative,  school -based 
primary  health  care  sites  have  been  developed  in  27  communities  to  provide 
services  for  approximately  24,000  at-risk  children.   Overall,  approximately 
250  Health  Centers  have  developed  school-based  or  school-linked  service 
programs  to  improve  the  health  and  school  performance  of  at-risk  children. 

It  is  vital  that  disadvantaged  children  in  the  formative  years  of  their  lives 
receive  the  health  care  delivery  services  provided  by  the  Health  Center 
program.   Successful  health  care  encounters  in  the  early  stages  of  life  not 
only  help  protect  children  from  disease  through  immunizations  and  check  ups 
but  also  help  to  establish  a  pattern  of  good  health  habits. 

Health  Centers:  People  Served 

By  Age/Sex 


Millions  of  People 
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Long  Term  Care 

Approximately  550,000  individuals  aged  65  years  old  or  older  receive 
preventive  and  primary  care  services  through  Health  Centers.   Many  Centers  own 
and  operate  long  term  care  facilities  and/or  have  home  health  care  programs. 
To  promote  the  health  and  well  being  of  their  elderly  populations,  many  health 
centers  have  also  developed  linkages  with  other  essential  health  and  social 
service  providers,  including  senior  centers,  visiting  nurses  associations,  and 
long  term  care  facilities. 

Managed  Care  and  Networks 

More  than  350  Health  Centers  are  involved  in  managed  care  contracting 
throughout  the  Nation.   These  Health  Centers  serve  primarily  Medicaid  managed 
care  patients  and,  while  a  few  serve  as  health  maintenance  organizations 
(HMOs),  most  are:   (1)  part  of  an  HMO's  network  of  primary  care  providers; 
(2)  part  of  the  State's  Medicaid  network  of  managed  care  case  managers;  or 
part  of  managed  care  plans  which  are  owned  in  whole  or  in  part  by  CHCs .   Over 
150  HMOs  are  contracting  with  Health  Centers.   Health  centers  have  operating 
attributes  which  are  consistent  with  managed  care,  they  are:  primary  care 
providers;  offer  24 -hour  coverage;  have  multiple  delivery  sites;  provide 
comprehensive  perinatal  services;  link  health  and  social  services  for  high 
risk  patients;  and  are  cost  effective  because  of  their  lower  hospitalization 
rates.   Many  more  health  centers  will  be  moving  into  managed  care  systems, 
because  there  are  18  States  that  have  approved  or  pending  Medicaid  Section 
1115  waiver  proposals,  mandating  that  all  Medicaid  recipients  be  enrolled  in 
managed  care  arrangements . 

Netwo.-ks 

Centers  are  establishing  integrated  service  networks  in  order  to  participate 
effectively  in  managed  care.   Some  networks  include  only  centers,  but  most 
include  hospitals,  health  departments  and  other  safety  net  providers. 

Under  a  study  conducted  by  Lewin-VHI,  Inc.,  findings  demonstrate  that  Health 
Centers  have  cost-effective  performance  comparable  to  other  providers  in  HMO 
networks.   This  study  also  found  that  Centers  are  high  quality  primary  care 
providers  who  bring  culturally  sensitive  services  to  high  risk  Medicaid 
patients  in  the  HMO  network.   The  Tufts  Associated  Health  Plan,  an  HMO  in 
Massachusetts,  reported  Health  Center  performance  as  excellent  in  terms  of  per 
member  per  month  costs  and  inpatient  utilization.   In  Ohio,  Wisconsin,  Oregon, 
and  California,  Health  Centers  which  contract  directly  with  HMO's  and  with  the 
States  as  HMOs  have  proven,  effective  performance. 

Quality 

To  foster  continuing  quality  improvement,  HRSA  is  working  with  its  Health 
Centers  to  assure  that  each  Center  has  a  quality  management  system  in  place 
such  that  the  services  provided  are  highly  acceptable  to  patients, 
professionals  and  payers.   Program  accreditation,  decreased  provider  turnover, 
improved  provider  and  patient  satisfaction,  and  excellent  patient  clinical 
outcomes  are  sows  of  the  characteristics  of  systems  of  care  with  quality 
management  syst  >:Ti3 . 
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Program  Integrity 

The  consolidation  of  the  Health  Center  programs  reduces  and  streamlines 
administrative  requirements  while  still  maintaining  an  accept.-^ile  level  of 
accountability  for  the  program  and  the  people  served.   The  overall  goal  of  the 
Consolidated  Health  Center  program  is  to  simplify  access  to  cost-effective 
preventive  and  primary  care  and  to  improve  the  health  status  of  medically 
underserved  people,  particularly  poor  and  minority  populations. 

Foundations  and  New  Revenue  Sources 

To  support  and  maintain  their  operations,  Health  Centers  depend  upon  a  variety 
of  revenue  sources  including  Federal  grants,  Medicaid,  Medicare,  third  party 
insurance,  patient  fees  and  State/local/private  contributions.   Federal  grant 
funds  from  this  consolidated  program  provide  approximately  30  percent  of  the 
operating  revenue  required  to  operate  these  community-based  systems  of  care. 

Critical  to  the  current  and  future  success  of  health  services  delivery  to 
underserved  populations  is  the  development  of  comprehensive  systems  of  primary 
care.   Collaborating  with  other  public  and  private  partners  to  obtain  needed 
capital  and  infrastructure  resources,  the  Health  Center  program  has  begun  a 
major  effort  to  assure  the  development  of  primary  health  care  capacity  in  the 
highest  need  underserved  areas.   The  effort  will  focus  on  State  needs 
assessment  and  planning,  community  development  to  lay  the  organizational 
groundwork  for  new  sites  and  services,  and  the  development  of  networks  of 
providers.   Investment  in  management  information  systems  and 
telecommunications  systems,  especially  in  rural  areas,  to  tie  providers 
together  will  also  be  targeted  to  support  the  information  needs  critical  to 
the  success  of  I.ealth  Centers  and  also  to  link  them  to  tertiary  care  centers. 

In  addition,  the  Health  Center  program  is  working  with  several  key  health 
foundations  on  a  national  "Models  That  Work"  Campaign.   The  Robert  Wood 
Johnson  Foundation,  the  W.K.  Kellogg  Foundation,  and  the  Kaiser  Family 
Foundation  are  co-sponsoring  this  Campaign  to  identify  and  promote  innovative 
models  for  providing  primary  care  services  to  underserved  and  vulnerable 
populations . 

In  FY  1997,  the  program  will  continue  to  integrate,  collaborate,  and  network 
with  State  and  local  health  departments  and  explore  opportunities  for  other 
public  and  private  partnerships.   Networks  are  creating  linkages  among  centers 
and  other  providers,  such  as  hospitals  and  private  providers.   At  the  present 
time,  over  4  50  Health  Centers  are  developing  or  forming  networks  across  the 
country,  and  the  number  is  growing. 
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Evaluations  of  Health  Centers 

Evaluation  studies  that  have  compared  Health  Center  patients  to  similar 
patients  that  did  not  use  Health  Centers  found  that  Health  Center  patients 
have: 

-  lower  hospital  admission  rates  ' 

-  shorter  hospital  lengths  of  stay  '         , 

-  lower  total  annual  Medicaid  costs  ' 

-  lower  infant  mortality  rates  6 

A  recent  study  of  Aid  to  Families  with  Dependent  Children  (AFDCi  recipients  in 
California  and  Hew  York  who  use  or  do  not  use  Health  Centers  indicated  that: 

♦  Regular  vise  of  a  Health  Center  results  in  a  30  percent  savings  to 
Medicaid  on  both  a  per  case  and  per  person  per  year  basis  (with  the 
exclusion  of  maternity  cases) . 

♦  When  maternity  related  services  are  included,  which  tend  to 
disproportionately  increase  costs  for  Health  Centers,  savings  attributed 
to  Health  Centers  range  from  14  percent  in  California  to  24  percent  in 
New  York . 

♦  About  half  of  the  savings  associated  with  Health  Center  regular  user 
status  is  produced  by  reduced  inpatient  care,  and  the  remainder  through 
reduced  payments  for  outpatient  care  and  other  services . 

♦  Diagnoses -specific  findings  were  also  significant.   In  New  York, 
diabetics  whose  customary  source  of  primary  care  was  a  Health  Center 
averaged  3  5  percent  lower  costs  to  Medicaid  than  did  diabetics  who  did 
not  use  Health  Centers,  while  asthmatic  regular  Health  Center  users 
incurred  20  percent  lower  costs.1 

A  recent  study  of  Medicaid  patients  in  Maryland  that  compared  the  costs  versus 
quality  of  care  in  different  types  of  primary  care  settings  indicated  that: 

♦  Compared  to  patients  who  use  hospital  outpatient  clinics  or  physician's 
offices  for  their  source  of  care.  Health  Center  patients  received  care 


3   Howard  E.  Freeman,  K.  Jill  Kiecolt,  and  Harris  M.  Allen  II,  Community 
Health  Centers:   An  Initiative  of  Enduring  Utility.  1982.   Joshua  M.  Weiner 
and  Jeannie  Engel,  Improving  Access  to  Health  Services  for  Children  and 
Pregnant  Women,  1991- 

4  Freeman. 

5  Benjamin  Duggar,  Brian  Balicki,  Ann  Zuvekas,  Costs  and  Utilization 
Patterns  for  Comprehensive  Health  Center  Users.  1981. 

6  Michael  Grossman  and  Fred  Goldman,  An  Economic  Analysis  of  Community 
Health  Centers,  1982. 

7  Center  for  Health  Policy  Studies 
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equal  to  or  higher  on  21  different  quality  measures.' 

Sub- Populations  Served  bv  Health  Centers 

Migrant  and  Seasonal  Farmworkers 

Within  the  consolidated  Health  Center  program  is  the  migrant  health  activity 
that  provides  comprehensive,  high  quality,  family  based  preventive  and  primary 
health  care  services  to  migrant  and  seasonal  farmworkers  and  their  families. 
Special  outreach  and,  in  some  areas,  environmental  services  are  offered. 

The  level  of  activity  is  related  to  length  of  time  the  migrant  population  is 
in  the  service  area,  and  the  availability  and  accessibility  of  health 
resources.   These  factors  determine  whether  the  program  will  be:   a  year- 
round,  full-time,  multi -disciplinary  primary  health  care  delivery  model;  a 
seasonal  or  temporary  (4-6  months)  physician  and/or  nurse  model  with  specialty 
referral ;  or  a  seasonal  program  which  provides  service  with  local  health 
providers  on  a  contractual  arrangement . 

A  migrant  or  seasonal  farmworker  is  defined  as  an  individual  whose  principal 
employment  within  the  last  24  months  is  in  agriculture.   Migrant  farmworkers 
have  some  of  this  Nation's  most  severe  health  and  social  problems. 
Farmworkers  have  high  rates  of  infectious  diseases,  including  high  rates  of 
tuberculosis';  high  rates  of  chronic  disease,  and  face  increased  risk  for  HIV 
infection.   They  live  and  work  in  substandard  conditions  including  low  wages, 
geographic  isolation,  lack  of  sanitary  facilities,  exposure  to  vegetation 
which  causes  a  rash  on  contact  (poison  oak,  ivy),  exposure  to  toxic  chemicals, 
extremes  of  weather,  long  working  hours  and  inadequate  housing.   They  face  the 
consequences  of  a  life  on  the  road  without  continuity  of  any  needed  health 
care  services.   Other  barriers  to  health  care  are  language  and  cultural 
differences,  and  economic  status.   In  addition,  most  States  consider  migrants 
to  be  temporary  residents,  thus  making  them  ineligible  for  Medicaid. 

In  FY  199S  approximately  600,000  migrant  and  seasonal  farmworkers  were  served 
through  over  120  organizations  and  390  sites  located  in  35  States  and  Puerto 
Rico. 

Homeless  Populations 

Also  within  the  Consolidated  Health  Center  program  is  the  health  care  for  the 
homeless  program  which  provides  homeless  individuals  with  access  to 
comprehensive,  family-oriented  preventive  and  primary  care  services,  including 


Barbara  Starfield 


9  Centers  for  Disease  Control,  Morbidity  and  Mortality  Weekly  Report. 
Jure  5,  1992,  Volume  41,  Number  RR-10.  A  survey  conducted  by  CDC  during  the 
period  1985-1989  assessed  the  occupational  and  residential  characteristics  of 
tuberculosis  cases  reported  in  29  States;  overall  migrant  and  seasonal 
farmworkers  accounted  for  more  than  5  percent  of  all  employed  cases.   Based  on 
data  from  that  survey,  the  risk  of  tuberculosis  among  migrant  and  seasonal 
farmworkers  was  estimated  to  be  six  times  greater  than  the  general  population 
of  employed  adults. 
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immunizations  and  substance  abuse  services.   Targeted  populations  include 
homeless  families,  single  adults,  runaway  and  homeless  youth,  minorities,  and 
the  elderly  who  comprise  the  homeless  street  population  and  the  homeless 
sheltered  population. 

Primary  health  care  and  substance  abuse  services  are  provided  in  locations 
which  are  accessible  to  homeless  individuals.   By  working  in  emergency  shelter 
systems,  soup  kitchens,  congregate  meal  programs,  and  with  other  street 
outreach  workers,  critical  health  care  is  made  available  to  a  large  segment  of 
sick  and  untreated  homeless  persons.   Other  arrangements  include  access  to 
emergency  health  services,  referral  of  homeless  persons  for  necessary  hospital 
services,  referral  of  homeless  persons  for  needed  mental  health  services 
unless  provided  on  site,  outreach  services,  and  aid  to  homeless  individuals  in 
establishing  eligibility  for  assistance  and  obtaining  services  under  entitle- 
ment programs . 

In  FY  1995  health  care  services  were  provided  by  123  grantees  to  approximately 
450,000  homeless  individuals  located  in  48  States,  the  District  of  Columbia 
and  the  Commonwealth  of  Puerto  Rico.   In  addition,  the  health  care  for  the 
homeless  activity  supports  school-based  clinics  in  high-need  areas  in  order  to 
improve  the  health  and  school  performance  of  at-risk  children.   In  FY  1995,  27 
grantees  provided  school -based  primary  health  care  services  to  approximately 
24,000  at-risk  children. 

Residents  of  Public  Housing 

Also  within  the  Consolidated  Health  Center  program  is  the  health  services  for 
residents  of  public  housing  program  which  seeks  to  improve  the  health  status 
of  residents  by  delivering  comprehensive,  accessible,  and  affordable 
preventive  and  primary  care  services  to  residents  in  public  housing  units. 
Services  are  made  available  through  a  cooperative  efforts  with  HUD  and  other 
appropriate  Federal,  State  or  local  organizations. 

Residents  of  public  housing  face  a  variety  of  public  health  problems  including 
infant  mortality,  HIV/AIDS,  tuberculosis,  substance  abuse,  violence,  lead 
poisoning,  cancer  and  other  chronic  diseases.   These  individuals  also  face 
barriers  to  accessing  adequate  health  care,  including  a  lack  of  transportation 
and  financial  resources  as  well  as  language  barriers.   Health  problems  are 
addressed  through  primary  care  services  which  are  non- fragmented  and  focused 
on  early  diagnosis  and  prevention  which  result  in  improved  health  outcomes  for 
residents  of  public  housing  projects.   Also  addressed  are  the  access  barriers 
of  clinic  location,  transportation,  operating  hours  and  other  factors  that  are 
impediments  to  timely  and  appropriate  health  care  utilization. 

In  FY  1995,  21  grantees  provided  services  to  approximately  35,000  individuals 
located  at  38  public  housing  sites. 

FQHC  Look-Alikes 

A  total  of  105  Centers  have  been  identified  and  recommended  to  the  Health  Care 
Financing  Administration  for  designation  as  FQHC  look-alike  organizations. 
The  Centers  will  provide  services  to  approximately  800,000  medically 
underserved  individuals  through  167  service  delivery  sites. 
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Funding  for  the  Consolidated  Health  Center  program  during  the  last  five  years 
has  been  as  follows: 


1992  651,712,000 

1993  683,051,000 

1994  734,584,000 

1995  756,518,000 

1996  Policy  756,051,000 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $757,124,000  for  Consolidated  Health  Centers  is  an 
increase  of  $1,073,000  over  the  FY  1996  policy  level. 

Given  the  rapid  changes  in  the  structure  and  financing  of  the  Medicaid  and 
Medicare  programs,  as  well  as  the  potential  for  changes  in  the  funding  levels 
of  other  Federal  programs  supporting  services  to  underserved  populations,  the 
increase  in  the  Consolidated  Health  Centers  will  be  used  to  assist  Health 
Centers  in  their  efforts  to  maintain  the  current  level  of  services  and 
patients . 

Proposed  legislation  consolidates  authorities  for  the  community  health 
centers,  migrant  health  centers,  health  care  for  the  homeless,  and  health  care 
for  residents  of  public  housing  programs  which  were  previously  authorized 
under  individual  sections  of  the  Public  Health  Service  Act. 

The  amount  requested  includes  up  to  $5,000,000  for  malpractice  tort  claims 
payments . 


Output  Data : 


FY  1995 

Actual 


FY  1996 

FY  1997 

Policv 

Estimate 

$756,051 

$757,124 

722 

722 

2,204 

2,204 

722 

722 

8,100,000 

8,100,000 

Funding  (000's)  $756,518 

Grantee  Organizations  722 

Sites  2,204 

Grant  Awards  913 

Total  Service  Capacity  8,100,000 

Services  to  sub-populations  included 
in  total  service  capacity: 

-  Migrant  600,000          600,000         600,000 

-  Homeless  450,000          450,000         4S0,000 

-  Public  Housing  35,000           35,000          35,000 
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Health  Centers:  People  Served 

By  Insurance  Status 


Medicaid 
38% 


Medicare 
10% 


Other  Insured* 

12% 


Uninsured 
40% 

Includes  coverage  for  primary  care  services 
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SOURCES  OF  FUNDING  FOR  COMMUNITY  AND  MIGRANT  HEALTH  CENTERS 
(In  millions  of  Dollars) 


FY  1995 

PY  1996 

FY  1997 

Actual 

Policv 

Estimate 

Health  Centers 

$  756.5 

$      756.0 

$      757.1 

Other  Sources : 

Medicare 

170.0 

175.0 

170.0 

Medicaid 

800.0 

830.0 

820.0 

Other  3rd  Party 

210.0 

215.0 

225.0 

Patient  Fees 

170.0 

175.0 

185.  0 

State /Local /other 

400.0 

380.0 

375.0 

Subtotal,  other 

1.750.0 

1,775.0 

1.77S.0 

TOTAL 

$2,506.5 

$2,531.0 

$2,532.1 

Health  Centers:  Revenue  by  Source 

FY  1995 


State,  Local,  other 
16.0% 


Other  3rd  Party 
8.0% 


Health  Center  Grant 
30.0% 
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Programs  for  Special  Populations 

Authorizing  Legislation  -  Legislative  proposal  is  being  prepared  to 
consolidate  Public  Law  101-527,  Section  10,  the  Native  Hawaiian  Health  Care 
Act,  Public  Law  102-396,  the  Federal  Mine,  Health,  and  Safety  Act  of  1977, 
Section  427(a),  and  Sections  398-399A  and  320  of  the  Public  Health  Service 
Act. 

Increase 
1995             1996              1997  or 
&££ual EsilSX 1/                  Estimate      Decrease 

Special  Populations $16,416,000  $11,508,000        $7,465,000     -$4,023,000 

Pacific  Basin ($3,000)       ($250,000) 

Native  Hawaiian  Health  Care ($4,336,000)  ($3,226,000) 

Payment  to  Hawaii ($2,976,000)  ($2,133,000) 

Black  Lung ($4,14  2,000)  ($1,906,000) 

St.  Alzheimer's  Pilot  Grants  .... ($4 , 959, 000)  ($3,993,000) 

1/  Based  on  levels  of  the  Ninth  Continuing  Resolution,  including  an 
incremental  policy  adjustment. 

1997  Authorization: 

Pacific  Basin Expired 

Native  Hawaiian  Health  Care SSAN 

Payment  to  Hawaii Indefinite 

Black  Lung  CI  inics Indefinite 

State  Alzheimer's  Disease  Demonstration  Grants Expired 

Purpose  and  Method  of  Operation 

This  activity  includes  the  Pacific  Basin  Initiative,  the  Native  Hawaiian 
Health  Services  programs,  the  payment  to  the  State  of  Hawaii  Health  Department 
for  Hansen's  Disease  services,  Black  Lung  Clinics,  and  the  State  Alzheimer's 
demonstration  grant.   This  activity  has  the  goal  of  improving  the  health 
status  of  these  populations  through  delivery  of  primary  and  preventive  health 
care  services,  enabling  and  supportive  services,  and  infrastructure 
development . 

Pacific  Basin  Initiatives 

Funding  for  this  initiative  has  been  used  to  support  projects  that  build 
capacity  and  improve  health  services  and  systems,  particularly  preventive 
primary  health  services,  and  to  provide  technical  assistance  for  health 
planning  and  collaboration  to  carry  out  such  projects  in  the  Commonwealth  of 
the  Northern  Marianna  Islands,  American  Samoa,  Guam,  the  Federated  States  of 
Micronesia,  the  Republic  of  the  Marshall  Islands,  and  the  Republic  of  Palau. 
Current  funds  support  health  projects  in  four  general  areas:   1)  health 
planning,  2)  health  professions  training,  3)  quality  assurance,  and  4) 
information  dissemination.   The  substantive  priorities  within  these  areas  are: 
mental  health  and  substance  abuse;  nursing;  maternal  and  child  health;  health 
education;  biomedical  equipment  repair  and  maintenance;  and  strategic 
evaluation  of  the  program.   Funding  for  this  program  was  eliminated  in 
FY  1995. 
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Output  Data: 

FY  1995  FY  1996 

Actual  Policy 

Projects  -0-  -5- 

Native  Hawaiian  Health  Care 

The  purpose  of  this  activity  is  to  improve  the  health  status  of  Native 
Hawaiians  by  making  primary  care,  health  promotion,  and  disease  prevention 
services  available  through  the  support  of  Native  Hawaiian  Health  Care  Systems 
(Systems).   Native  Hawaiians  face  cultural,  financial  and  geographic  barriers 
which  prevent  them  from  utilizing  existing  services.   In  addition,  health  care 
services  are  often  unavailable  in  the  community. 

When  existing  services  are  available,  the  Systems  use  a  combination  of 
outreach,  referral,  and  linkage  mechanisms  to  provide  services. 
when  services  are  not  available,  the  Systems  will  provide  the  services 
directly.   Services  provided  include  health  screening,  nutrition  programs,  and 
contracting  for  basic  primary  care  services.   This  activity  also  supports  a 
health  professions  scholarship  program  for  Native  Hawaiians  and  administrative 
costs  of  Papa  Ola  Lokahi,  a  consortium  of  Native  Hawaiian  Health  care 
organizations. 


Output  Data: 


FY 
-hi 

1995 

ituai 

35, 

000 

7, 

,000 

42 

,000 

FY  1996 

Policy 


Native  Hawaiians  Enrolled....  35,000  35,000 
Enrol lees  Actively  Case 

Managed 7,000  5,000 

Native  Hawaiian  Health  Systems 

Service  Contacts 42,000  31,250 

Native  Hawaiian  Scholarships.  17  10 


Payment  to  Hawaii 

Payments  are  made  to  the  State  of  Hawaii  for  the  care  and  treatment  in  its 
facilities  of  persons  with  Hansen's  disease,  at  a  per  diem  rate  not  greater 
than  the  comparable  per  diem  operating  cost  per  patient  at  the  Gillis  W.  Long 
National  Hansen's  Disease  Center,  Carville,  Louisiana.   In  FY  1995,  the 
Hansen's  Disease  program  in  Hawaii  supported  about  5,025  outpatient  visits 
with  an  average  daily  patient  census  of  67  persons  with  Hansen's  disease. 
Expenses  above  the  level  of  the  Federal  funds  appropriated  for  the  support  of 
medical  care  are  borne  by  the  State  of  Hawaii. 
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FY  1995 

FY  1996 

Actual 

Policy 

67 

65 

24,438 

23,725 

$224.19 

'  $235.40 

5,025 

5,000 

$33.55 

$35.23 

$5,647,344 

$5,761,015 

Output  Data ; 


ADPC 

Patient  days 

Inpatient  cost 

Outpatient  visits 

Cost/visit 

Est .  Program  cost 

Est .  Percent 
of  cost 


Black  Luna  Clinics 

This  program,  through  project  grants  or  contracts,  assists  public  and  private 
entities  to  establish  and  operate  clinics  which  provide  for  the  diagnosis, 
treatment  and  rehabilitation  of  active  and  retired  coal  miners  with 
respiratory  and  pulmonary  impairments.   The  major  function  of  these  clinics  is 
to  provide  services  to  minimize  the  effect  of  respiratory  and  pulmonary 
impairments  in  coal  miners,  and  to  reduce  the  incidence  of  expensive  inpatient 
treatment  of  these  conditions. 


Output  Data ; 

FY  1995  FY  1996 

Actual  Policy 

Number  of  Centers  14  6 

Persons  Served  47,350  21,780 


S%ate  Alzheimer's  Disease  Demonstration  Grants 

The  State  Alzheimer's  Disease  Pilot  Grant  program  is  a  demonstration  program 
with  grants  being  awarded  to  13  agencies  of  State  governments,  to  the  District 
of  Columbia,  and  to  Puerto  Rico  to  assist  them  in  planning,  establishing  and 
operating  programs  that  coordinate  health  care  services  to  individuals  with 
Alzheimer's  disease  or  related  disorders.   In  the  first  year  of  a  State's 
participation  in  the  program,  the  State  matching  requirement  is  25  percent. 
In  the  second  and  third  year,  the  State  matching  requirement  is  35  and  45 
percent,  respectively. 

The  program  coordinates  the  development  and  operation  of  State  Alzheimer's 
disease  programs  with  public  and  private  organizations  of  diagnostic, 
treatment,  care  management,  respite  care,  legal  counseling,  and  education 
services  to  individuals  with  Alzheimer's  disease  or  related  disorders. 

A  second  aspect  of  the  program  provides  home  health  care,  personal  care,  day 
care,  companion  services,  and  short-term  care  in  health  facilities  to 
Alzheimer's  disease  patients.   A  third  portion  of  the  program  provides 
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information  on  Alzheimer's  disease  services,  assistance,  and  'egal  issues  to 
health  care  providers,  Alzheimer's  disease  patients  and  their  families,  and 
the  general  public. 


Output  Data: 


FY  1995            FY  1996 
Actual        Policy 


Serv.  Delivery  Sites  90 

Program  Users  5,900 


Funding  for  the  Programs  for  Special  Populations  during  the  last  five  years 
has  been  as  follows: 


1992 

15,326,000 

1993 

16,365,000 

1994 

17, 381,000 

1995 

16,416,000 

1996  Policy 

11, 508,000 
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Hansen's  Disease  Center 

Authorizing  Legislation  -  Title  III,  Section  320  of  the  PHS  Act. 

Increase 
1995  1996  1997  or 

Actual  Policy  1/ Estimate Decrease 

E2E         Sh  EXE         E&    EXE  E&    exe  Bfl 

233  $20,826,000      245  $16,812,000     245   $16,371,000     -$441,000 

1/  Based  on  levels  of  the  Ninth  Continuing  Resolution,  including  an 
incremental  policy  adjustment. 

1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

The  National  Hansen's  Disease  (NHDP)  program  consists  of  the  Gillis  W.  Long 
Hansen's  Disease  Center  (GWLHDC)  at  Carville,  Louisiana,  research  activities 
in  Baton  Rouge  at  Louisiana  State  University,  and  the  Regional  Ambulatory  Care 
program  for  Hansen's  Disease  (HD)  patients.   The  GWLHDC  offers  health  care  to 
HD  patients  utilizing  direct  care,  and  is  a  World  Health  Organization  (WHO) 
Center  of  Excellence  for  HD  research.   Regional  Patient  Care  provides 
secondary  and  tertiary  care  in  support  of  direct  care  at  the  Center, 
regionalized  care  of  patients  on  an  outpatient  basis,  and  coordination  with 
local  health  agencies,  Medicare  and  Medicaid  to  assure  care  for  HD  patients. 
The  HD  population  in  the  United  States  approximates  6,000  of  whom  about  3,000 
are  cared  for  under  the  NHDP  regional  care  program.   There  are  currently 
approximately  125  long  term  residential  patients  at  Carville.   Ae  required  by 
statute,  care  for  the  current  long-term  residents  will  continue  at  the 
Carville  location  for  the  foreseeable  future.   Since  1988,  less  than  10  long- 
term  custodial  care  admissions  have  occurred  from  a  group  of  former  patients 
eligible  under  1987  guidelines,  and  no  new  patients  have  been  given  custodial 
care  status. 

In  addition  to  providing  specialized  therapy  to  HD  patients,  the  NHDP  serves 
as  an  international  clearinghouse  for  HD  and  other  mycobacterial  information 
and  research.   The  staff  conducts  major  international  training  efforts  through 
seminars  within  the  U.S.  and  teaching  engagements  abroad  under  the  auspices  of 
the  World  Health  Organization  (WHO)  and  the  Pan  American  Health  Organization. 
Rehabilitation  techniques  developed  for  the  care  of  the  insensitive  limbs  of 
HD  patients  have  been  shown  to  be  effective  in  preventing  amputation  of  the 
"diabetic  foot."   This  technology  is  now  being  transferred  to  other  sectors 
and  programs,  including  the  Consolidated  Health  Centers. 

The  research  efforts  of  the  Laboratory  Research  Branch  are  focused  on  the  goal 
of  the  global  elimination  of  Hansen's  Disease  through  the  development  of  new 
anti-leprosy  drugs  and  shorter,  more  effective  regimens,  manufacture  and 
distribution  of  lepromin  skin  test  reagents  through  WHO,  identification  of 
host  resistance  mechanisms  for  potential  use  in  vaccine  development,  and 
application  of  state-of-the-art  biotechnology  to  develop  simple  lab  techniques 
for  case  detection  and  diagnosis  of  preclinical  disease.   The  Laboratory 
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Research  Branch  tuberculosis  goals  consist  of  early  detection  of  drug 
resistance,  development  of  methods  to  block  transmission  in  a  health  care 
setting,  and  the  world's  only  exhaustive  tuberculosis  drug  discovery  program. 
This  major  effort  to  develop  new  drugs,  improved  diagnostic  tests  and  enhanced 
control  methods  for  tuberculosis  is  underway  through  grants  and  cooperative 
agreements  with  the  NIH  and  CDC.   Research  into  the  prevention  and  treatment 
of  the  insensitive  foot  and  hand  also  continues  with  services  provided  for  HD 
patients  and  other  patients  with  similar  limb  disorders,  such  as  diabetes. 

Funding  for  the  National  Hansen's  Disease  program  during  the  last  five  years 
has  been  as  follows: 


S 

FTE 

1992 

19,792, 

000 

315 

1993 

19,489, 

000 

300 

1994 

20,023, 

000 

300 

1995 

20,826, 

000 

233 

1996 

Pol 

icy 

16,812, 

000 

245 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $16,371,000  is  a  reduction  of  $441,000  from  the 

FY  1996  policy  level.   This  reduction  will  be  accomplished  through  further 

voluntary  attrition  of  the  Carville  staff. 

Output  Data  : 


FY  1995 
Actual 


FY  1996 

Policy 


FY  1997 

Estimate 


NHDP 

ADPL  -  Res. 
Population 

ADPL  - 

Non- residential 


Regional  Patient  Care: 

#  Regional  centers 

#  Users 

#  Visits 


10 

3,000 

10,000 


3,000 
10,000 


3,000 
10,000 
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Hansen's  Disease  Program  by  Sub-Activity 
(In  Thousands  of  Dollars) 


Residential  Care: 
Residential  Direct  Cost 
Facilities 
Administration 
Subtotal 

Clinical /Rehabilitation: 
Clinical  Direct  Cost 
Facilities 
Administration 
Subtotal 

Regional  Care: 
Direct  Regional  Care  Cost 
Facilities 
Administration 
Subtotal 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policy 

Estimate 

$  1,246 

1,200 

1,100 

1,025 

1,050 

1,050 

391 

350 

350 

2,662 

2,600 

2,500 

7,503 

6,366 

6,036 

1,186 

1,205 

1,205 

1.894 

1.653 

1.653 

10,583 

9,224 

8,894 

3,112 

1,353 

1,443 

114 

110 

110 

115 

100 

100 

1,563 


Training 


Direct  Training  Cost 

552 

130 

130 

Facilities 

209 

200 

200 

Administration 

102 

100 

100 

Subtotal 

863 

430 

430 

lesearch 
Direct  Research  Cost 

2,968 

2,595 

2,495 

Facilities 

105 

100 

100 

Administration 

304 

300 

300 

Subtotal 

3,377 

2,995 

2,895 

"otal.  Direct  Funding 

$20,826 

$16,812 

$16,372 
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Health  Professions 

Authorizing  Legislation  -  Public  Health  Service  Act,  Titles  III,  VTI  and  VIII 

Increase 
199S  1996  1997  or 

Actual        Policy y    Estimate Decrease 

FTB  BA   PTE  BA     FTB  BA   PTE  BA 

263  $400,659,000   265  $367,885,000     265  $366,290,000    --   -$1,595,000 

Ceiling: 
93  95  9S 

Ceiling  Exempt: 

170  170  170 

y   Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 


The  HRSA's  leadership  in  health  workforce  development  remedies  gaps  in  health 
care  access,  restrains  undesirable  increases  in  health  care  expenditures,  and 
continually  improves  health  care  outcomes.   Its  portfolio  of  education  and 
training  programs,  in  concert  with  many  public  and  private  partners,  seeks  to: 

•  Promote  a  health  care  workforce  with  a  mix  of  the  competencies  and  skills 
needed  to  deliver  cost-effective,  quality  care; 

•  Support  education  programs'  ability  to  meet  the  needs  of  vulnerable 
populations; 

•  Improve  diversity  in  the  health  professions;  and 

•  Stimulate  and  monitor  relevant  systems  of  health  profession  education  in 
response  to  changing  demands  of  the  health  care  marketplace. 

The  Vice  President's  National  Performance  Review  task  force  recommended  that 
the  Department  of  Health  and  Human  Services  (HHS)  consolidate  or  eliminate 
existing  health  professions  education  programs.   In  response  to  this 
recommendation,  and  in  the  interest  of  rationalizing  and  simplifying  program 
administration,  existing  multiple  categorical  grant  and  contract  programs 
under  Titles  VII,  VIII  and  several  under  Title  III  of  the  PHS  Act  would  be 
replaced  by  consolidated  programs  addressing  special  health  workforce  needs 
and  initiatives.   Although  proposed  last  fiscal  year,  the  transition  to  a 
cluster  concept  was  not  implemented  during  the  FY  1996  budget  process. 
Therefore,  FY  1997  is  proposed  to  be  the  first  transition  year  into  clusters, 
under  this  proposed  budget,  existing  legislative  authorities  will  be 
consolidated  into  five  clusters.   Following  are  the  five  cluster  areas: 


•  Health  professions  workforce  development  cluster 

•  Enhanced  area  health  education  centers  cluster 

•  Minority/disadvantaged  health  professions  cluster 


538 


6"? 


•  Primary  care  medicine  and  public  health  training  cluster 

•  Nursing  education/practice  cluster 

A  consolidated  Haalth  Professions  Workforce  Development  Cluster  would 
establish  an  integrated  system  of  financial  assistance  and  field  service  for 
students  in  high  priority  health  professions.   It  will  provide  benefits  to 
individuals  linked  to  extent  of  service  obligation.   Major  scholarship  and 
loan  repayment  benefits  would  be  provided  to  students  in  exchange  for  primary 
care  service  in  a  health  professional  shortage  area.   Placement  of  individuals 
obligated  to  serve  through  the  National  Health  Service  Corps  Field  program 
would  continue.   Funds  would  also  be  available  for  activities  which  increase 
knowledge  about  health  professions  needs  and  resources,  including  support  for 
research  and  analytical  capabilities  of  non-Federal  entities. 

An  Enhanced  Area  Health  Education  Centers  Cluster  would  provide  for  a 
comprehensive,  flexible,  and  effective  authority  for  support  of  Area  Health 
Education  Centers  and  related  community-based  educational  partnerships  to 
improve  health  workforce  quality  and  distribution.   Projects  supported  could 
provide  community-based  training  of  public  health  and  primary  care  providers 
to  serve  rural  or  inner-city  medically  underserved  communities;  provide 
education  on  the  special  health  care  needs  of  the  elderly,  the  disabled;  train 
health  workers  in  skills  to  function  in  integrated  delivery  systems  and 
managed  care  settings  and  develop  new  approaches  to  interdisciplinary  training 
of  health  workers. 

The  consolidated  Minority/Disadvantaged  Health  Professions  Cluster  will 
provide  for  a  comprehensive,  flexible,  and  effective  authority  for  support  of 
activities  to  increase  the  number  of  minority/disadvantaged  health 
professionals  and  strengthen  educational  institutions  that  have  a  demonstrated 
commitment  to  improving  minority  health.   Funds  would  be  available  both  for 
institutional  activities  to  expand  the  numbers  of  health  professions  students 
from  minority/disadvantaged  backgrounds  and  for  nonservice-conditional 
scholarship  support  to  financially  needy  individuals. 

Under  the  consolidated  Primary  Care  Medicine  and  Public  Health  Training 
Cluster,  support  would  be  provided  for  a  comprehensive,  flexible,  and 
effective  Federal  authority  for  increasing  the  number  and  enhancing  the 
quality  of  primary  medical  care  providers  and  public  health  workers  to  meet 
national,  state  and  local  health  care  needs;  and  to  extend  the  authority  for 
the  Council  on  Graduate  Medical  Education. 

The  consolidated  Nursing  Education/Practice  Cluster  will  provide  for  a 
comprehensive,  flexible,  and  effective  authority  for  Federal  support  of 
nursing  workforce  development.   This  authority  would  provide  support  to 
strengthen  the  capacity  for  basic  nurse  education  and  practice;  train  nurse 
practitioners,  midwives,  and  other  advanced  practice  nurses  and  increase 
nursing  workforce  diversity. 

In  each  program  area,  emphasis  would  be  placed  on  support  of  innovative 
demonstration  projects  and  provision  for  strategic  workforce  supplementation 
activities  as  required  to  meet  performance  outcomes  established  by  the 
Secretary.   One  such  project  initiative  would  be  the  development  of 
Federal/State/public/private  partnerships  to  establish  State/regional  centers 
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Co  examine  health  professions  workforce  supply  and  requirements,  diversity  and 
distribution;  the  second  would  be  to  establish  a  public/private  Health 
Professions  Analytic  Council  to  oversee  the  initiatives.   Projects  would  be 
required  to  be  consistent  with  related  Federal  and  state  initiatives  in  the 
health  workforce  field.   In  expending  funds,  grantees  would  be  required  to 
provide  for  linkages  among  relevant  educational  and  health  care  entities  in 
the  community. 

In  total,  the  FY  1997  consolidated  budget  for  health  professions  clusters 
represents  a  net  decrease  of  $1,535,000  and  the  same  level  of  FTEs  compared 
with  the  FY  1996  policy  level. 
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Health  Professions  Workforce  Development  Cluster 

Authorizing  Legislation  -  Legislative  proposal  is  being  prepared  to 
consolidate  Sections  338A,B,I  and  L,  701ff,  721ff,  723,  781,  792,  793, 
and  846  of  the  Public  Health  Service  Act. 


1995 

1996 

1997 

or 

Policv    1/ 

Bft 

u 

u 

HP  Workforce  Develop 

Cluster 

$123,651,000 
($548,000) 

$115,308,000 
($618,000) 

$117 

205,000 

»S1 . 897, 000 

Research  on  Certain 

HP  Issues 

($600,000) 

($831,000) 

National  Health  Service 

Corps  Field 

($41,979,000) 

($40,515,000) 

FTEs  -  Ceiling. . . 

(93) 

(95) 

(95) 

FTEs  -  Ceiling 

Exempt 

(170) 

(170) 

(170) 

National  Health  Service 

Corps  -  Recruitment 

($75, 206, 000) 

($68,438,000) 

State  Offices  of 

Rural  Health 

($3,000,000) 

($2,750,000) 

Grants  to  Communities 

HP  Scholarships.. 

($474,000) 

($406,000) 

Nursing  Loan  Repay. 

($2,044,000) 

($1,750,000) 

1/   Based  on  levels  of  the  Ninth  Continuing  Resolution,  including  an 
incremental  policy  adjustment 

1997  Authorization Legislative  authority  is  being  proposed. 

Purpose  and  Method  of  Operation 

This  budget  request  reflects  proposed  legislation  that  establishes  a 
consolidated  system  of  service-linked  financial  assistance  to  provide  health 
professionals  in  high  priority  shortage  areas,  and  provides  for  research  and 
data  activities.   The  programs  affected  are  National  Health  Service  Corps 
(NHSC)  Scholarship  and  Loan  Repayment  programs,  NHSC  Field  program,  State  Loan 
Repayment  program.  Research  on  Certain  Health  Professions  Issues,  Health 
Professions  Data  System,  and  State  Offices  of  Rural  Health.   The  existing 
programs  would  be  clustered  under  the  following  two  headings: 

•  Federal  Primary  Care  Service-Conditional  Scholarships  and  Loan 
Repayment  and  Related  Field  Service 

•  Consolidated  Research  and  Data  Activities 


The  Federal  Primary  Care  Service-Conditional  Scholarships  and  Loan  Repayment 
and  Related  Field  Service  program  would  provide  major  benefits  to  students 
(full-cost  scholarships  or  sizeable  loan  repayment),  in  exchange  for  an 
agreement  to  provide  primary  care  service  in  a  health  professional  shortage 
area.   Specifics  for  this  program  are  as  follows: 
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benefits  to  students  (full-cost  scholarships  or  sizeable  loan 
repayment) ,  in  exchange  for  an  agreement  to  serve  as  a  primary  care 
provider  in  a  high  priority  federally  designated  health  professional 
shortage  area. 

The  program  would  be  patterned  after  the  existing  NHSC  Scholarship  and 
Loan  Repayment  programs,  except  that  there  would  be  greater 
flexibility  for  use  of  funds,  as  follows: 

--  A  portion  of  funds  appropriated  under  the  authority  could  be  used 
for  matching  grants  for  State  Loan  Repayment  programs  as  defined  in 
existing  law. 

B.  Field  Program.  Existing  authorities  for  placement  of  NHSC  Scholarship 
and  Loan  obligees  through  the  NHSC  Field  program  would  be  continued  in 
essentially  their  present  form. 

The  existing  separate  authority  for  Stat*  Loan  Repayment  programs  would  be 
incorporated  into  the  NHSC  Scholarship  and  Loan  Repayment  program,  as 
described  above . 

Existing  authorities  for  Community -Based  Scholarships  and  Nursing  Loan 
Repayment  would  not  be  continued. 

The  consolidated  Research  and  Data  activities  would  support  efforts  to 
increase  knowledge  about  the  Nation's  health  professions  needs  and  resources, 
including  direct  Federal  initiatives  as  well  as  support  for  research  and 
analytical  capabilities  of  State  and  other  non-Federal  entities. 

There  would  be  broad  eligibility  for  grant  and  contract  recipients,  including 
health  professions  schools,  academic  health  centers,  professional 
organizations,  State  or  local  governments,  foundations,  community 
organizations,  or  other  appropriate  entities. 

Funds  could  be  used  for  costs  of  planning  or  carrying  out  research  and  data 
programs,  technical  assistance,  equipment,  stipends  to  trainees,  and 
dissemination  of  information,  among  other  items.   Emphasis  would  be  placed  on 
the  development  of  infrastructure  for  collection  and  analysis  of  data  in  the 
non-Federal  sector  and  on  analytic  work  concerning  State  workforce  issues, 
particu'arly  as  related  to  the  use  of  NHSC  Scholarship  and  Loan  Repayment 
recipients . 

Funding  for  the  categorical  scholarship,  loan  repayment,  field  program,  and 
research  and  data  activities  to  be  consolidated  have  been  as  follows: 


S 

FTE 

1992 

102, 346, 000 

320 

1993 

119,747,000 

300 

1994 

128,258,000 

288 

1995 

123,851,000 

263 

1996 

Pol 

icy 

115,308,000 

265 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $117,205,000  is  a  increase  of  $1,897,000  above  the 
FY  1996  policy  level.   This  level  would  support  an  additional  90  Federal 
scholarships  and  an  additional  23  new  and  38  extension  Federal  loan  repayment 
agreements,  resulting  in  primary  health  care  service  to  approximately  280,000 
additional  underserved  people.  Separate  activities  for  the  nursing  loan 
repayments  and  community  based  scholarships  are  discontinued.   Similar  program 
activities  will  be  continued  under  the  Federal  scholarship  and  loan  repayment 
activities.   Of  the  increase,  $51,000  will  fully  fund  a  third  H.P.  Education 
Research  Center;  of  the  total  request,  $1,500,000  will  support  data  collection 
and  analysis  activities  and  research  activities  as  explained  further  in  this 
section. 

The  proposed  system  of  student  assistance  programs  would  provide  for  a 
logically  consistent  approach  to  student  aid  in  the  health  professions  and 
nursing  fields,  with  amounts  of  assistance  varying  with  degree  of  obligation 
to  serve . 

The  Federal  Primary  Care  Service-Conditional  Scholarships  and  Loan  Repayment 
and  Related  Field  Service  program  support  would  include  increased  flexibility 
in  meeting  community  needs  for  primary  care  health  professionals  in  high 
priority  federally  designated  health  professional  shortage  areas. 

The  National  Health  Service  Corps  (NHSC)  activity  is  part  of  an  integrated 
Health  Center  and  NHSC  strategy  to  provide  access  to  primary  services  for 
approximately  10  million  underserved  individuals.   Care  is  provided  in  health 
centers  and  other  primary  care  sites. 

The  Health  Center  program  and  other  primary  care  systems  such  as  local  health 
departments  depend  and  rely  upon  the  NHSC  to  provide  culturally  competent  and 
community  responsive  health  care  professionals.   The  NHSC  is  often  the  only 
source  of  providers  to  care  for  people  most  in  need  in  communities  with  high 
rates  of  infant  mortality,  poverty,  substance  abuse,  and  other  problems.  In 
many  rural  areas,  they  are  the  sole  providers. 

Geographic  distribution  of  primary  care  clinicians  continues  to  be  a  problem 
as  the  majority  practice  in  traditionally  well-served  markets  such  as  suburban 
communities  and  large  rural  communities.   Clinicians  are  less  likely  to  serve 
in  poor,  inner  city  neighborhoods  or  more  remote  rural  areas  where  health 
centers  are  located.   The  requests  for  placements  in  these  areas  still  far 
exceed  the  providers  available.   As  of  December  31,  1995  there  were  2,617 
urban  and  rural  designated  primary  medical  health  professional  shortage  areas 
(HPSAs)  with  an  estimated  underserved  population  of  more  than  26.5  million. 
The  total  number  of  providers  required  to  meet  the  needs  in  primary  care  HPSAs 
was  5,280.   The  current  NHSC  field  strength  of  2,225  meets  only  42  percent  of 
the  level  of  providers  needed  to  remove  the  HPSA  designation  at  a  population- 
to-practitioner  ratio  of  3,500:1,  which  represents  only  a  minimum  level  of  the 
actual  need. 

Because  the  shortage  area  demand  for  health  care  providers  is  much  larger  than 
the  supply,  the  NHSC  program  targets  health  care  providers  to  the  HPSAs  of 
greatest  need.   Primary  health  care  professionals  are  recruited,  through 
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service  obligated  scholarship  and  loan  repayment  programs  and  volunteer 
activities,  and  placed  in  primary  care  settings  such  as  community  and  migrant 
health  centers,  other  federally  qualified  health  centers,  health  departments 
and  other  similar  systems  of  care  offering  a  full  range  of  comprehensive  and 
continuous  primary  care  services,  and  free-standing  private  practices.   These 
systems  of  care  are  financially  viable  and  tied  into  a  health  care  system 
committed  to  serving  the  underserved  and  willing  to  see  everyone  without 
regard  for  their  ability  to  pay. 

Because  primary  care  physicians,  nurse  practitioners,  physician  assistants, 
certified  nurse  midwives,  dental  and  mental  health  professionals  are  generally 
not  attracted  to  practicing  in  the  neediest  areas,  the  health  care  systems 
which  serve  these  areas  rely  heavily  on  NHSC  activities  for  their  cadre  of 
culturally  competent,  community  responsive,  primary  care  providers.   Primary 
care  physicians  include  family  practice,  general  internal  medicine,  general 
pediatrics,  and  obstetrics/gynecology . 

The  National  Health  Service  Corps  scholarships  and  loan  repayment  activity 
supports  scholarship  awards  to  health  professions  students  and  assists  health 
professionals  ir.  repaying  their  student  loans,  respectively.   In  return  for 
every  year  of  support,  these  health  professionals  are  obligated  to  provide  a 
year  of  service  in  health  professional  shortage  areas  usually  located  in  inner 
cities  or  rural  areas,  with  a  two  year  minimum  obligation. 

Federal  scholarship  and  loan  repayment  awards  are  made  directly  to  individuals 
who  agree  to  serve  in  federally  designated  health  professional  shortage  areas 
of  greatest  need.   Under  the  State  loan  repayment  activity,  grants  are  made  to 
States  for  support  of  loan  repayment  agreements  with  individuals  who  agree  to 
serve  in  health  professional  shortage  areas  in  their  respective  States. 

The  National  Health  Service  Corp  field  activity  provides  logistical  and  clinical 
support  for  field  providers,  including  travel  and  transportation  costs  of 
providers,  training  and  education  required  for  the  maintenance  of  licensure, 
retention  activities,  and  other  activities  in  support  of  field  providers.  Salary 
costs  of  most  new  assignees  will  be  paid  by  the  employing  entity  such  as  a 
community  health  center,  local  health  department,  health  care  for  the  homeless 
project,  or  other  system  of  care. 

As  a  complement  to  the  scholarship  and  loan  repayment  program,  the  field 
activity  also  supports  a  variety  of  activities  focused  on  communities  and 
health  professionals  that  are  aimed  at  maximizing  long  term  placement  of 
providers  in  shortage  areas.   One  major  activity  is  the  provision  of  technical 
assistance  to  assure  that  communities  have  the  necessary  systems  to 
effectively  recruit  and  retain  health  care  providers. 

This  activity  also  supports  State  based  efforts  targeting  the  neediest 
communities  and  providing  ongoing  technical  support  to  improve  the  practice 
viability  and  long  term  retention.   Programs  targeted  at  exposing  students  and 
residents  to  primary  care  career  fields  and  to  the  socio-cultural  aspects  of 
successful  work  in  underserved  areas  include  service-linked  educational 
opportunities  in  underserved  areas,  mentoring  and  orientation  to  increase 
awareness  of  the  needs  of  underserved  communities  and  vulnerable  populations. 
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In  addition,  in  recognition  of  the  fact  that  the  number  of  obligated  providers 
is  insufficient  to  meet  the  needs  of  underserved  areas,  the  NHSC  supports  a 
non-obligated  recruitment  program.   This  program  targets  community  responsive 
providers  who  are  sensitive  to  the  needs  of  underserved  populations  in  the 
communities  in  which  they  will  work,  and  who  are  likely  to  remain  in  the  areas 
after  completing  their  service  obligation. 

Results 

Since  the  inception  of  the  program,  over  20,000  primary  care  clinicians  have 
been  placed  in  HPSAs,  providing  access  to  primary  health  care  for  those  most 
in  need.   Currently,  over  4  millxon  people  are  being  served  by  2,225  NHSC 
providers  in  the  field. 

The  NHSC  has  focused  attention  on  the  retention  of  providers  that  have  served 
in  either  the  Federal  scholarship  or  loan  repayment  programs.   The  rate  of 
provider  retention  in  these  communities  increased  from  20  to  over  50  percent 
between  1988  and  1994. 

For  the  past  20  years,  the  default  rate  of  the  NHSC  program  has  been  declining. 
From  1990  to  the  present,  the  default  rate  has  decreased  to  3  percent,  compared 
to  a  15  to  17  percent  average  loan  default  rate  for  other  Federal  programs. 

In  FY  1995  more  Federal  loan  repayment  agreements  were  awarded.   These 
agreements  incur  less  up- front  costs,  do  not  have  time  investment  concerns 
because  the  recipient  has  already  completed  educational  activities  and  is 
immediately  available  for  service,  and  have  lower  default  rates. 

The  request  also  maintains  the  State  Offices  of  Rural  Health  at  the  FY  1996 
policy  level.   This  activity  funds  offices  in  all  50  States  which  coordinate 
rural  health  care  programs  in  States,  collect  and  disseminate  information  on 
rural  health  care,  and  assists  rural  communities  in  developing  integrated 
systems  of  health  care. 

The  Health  Professions  Research  and  Data  activities  would  permit  the  Federal 
Government  to  work  in  partnership  with  State  and  local  governments, 
educational  institutions,  professional  organizations,  community  groups,  and 
others  to  provide  for: 

•  targeted  data  collection  and  analysis  activities; 

•  research  on  high  priority  workforce  questions;  and 

•  development  of  State  and  other  non- Federal  analytic  and  research 
infrastructure . 

At  a  time  of  increased  emphasis  on  measurement  of  program  effectiveness  on  the 
basis  of  measurable  outcomes,  it  is  particularly  important  that  improved 
methods  be  found  of  assessing  requirements  for  health  workers,  determining  how 
best  to  recruit  and  train  such  personnel,  and  evaluating  the  success  of 
various  methods  of  achieving  objectives. 
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The  Federal  Government  has  a  unique  role  to  play  in  providing  leadership  for 
ongoing  monitoring  and  surveillance  of  the  workforce  environment.   Activities 
to  be  supported  would  include : 

•  Data  collection  and  analysis:   Activities  would  address  national  gaps  in 
information  about  health  workforce  needs  and  resources  through  support 
of  sample  surveys  and  other  "proxies"  for  census-type  studies.   There 
also  has  been  increased  recognition  of  the  importance  of  providing  data 
on  local  or  regional  needs  as  affected  by  new  methods  of  financing  and 
organizing  health  care.   Attention  has  been  focused  on  appropriate 
workforce  mix,  diversity,  distribution,  cultural  competency,  and 
staffing  in  the  health  care  delivery  system. 

•  Research:   Funds  would  support  studies  of  such  subjects  as  the 
effectiveness  of  various  methods  of  training  primary  care  providers, 
especially  those  from  disadvantaged  backgrounds,  to  provide  services  to 
underserved  populations;  appropriate  scopes  of  practice  for  a  wide 
variety  of  care  providers;  and  costs,  quality,  and  outcomes  of 
multidisciplinary  team  practices  and  interdisciplinary  educational 
programs . 

Other  areas  in  which  research  is  needed  include  the  efficacy  of 
different  approaches  to  providing  for  continuing  competency  of  health 
personnel;  and  relative  weight  of  various  factors  --  pre-professional 
educational  preparation,  admissions  processes,  student  finances,  and 
others  --  creating  barriers  to  improved  diversity  in  the  health 
workforce. 

•  Development  of  State  and  other  non- Federal  health  workforce  analytic  and 
research  infrastructure  development :   Assistance  could  take  the  form  of 
helping  State  and  local  governments  establish  a  basis  for  workforce 
monitoring  and  planning  at  the  community  level;  supporting  necessary 
research  training;  and  encouraging  the  growth  of  centers  for  health 
workforce  research. 

While  some  State  and  local  governments  and  professional  organizations 
have  developed  sophisticated  health  workforce  research  and  analytical 
programs,  many  other  such  entities  lack  the  organization,  funding,  and 
expert  knowledge  needed  to  carry  out  workforce  training  and  practice 
activities  in  a  comprehensive  and  cost-effective  manner. 
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Output  Data 

National  Health  Service  Corps  Scholarships  and  Loan  Repayments 


FY  1995 

FY 

1996 

FY  1997 

Awards 

Actual 

Policy 

Estimate 

Scholarships 

220 

240 

330 

Fed.  Loan  Repayment 

547 

381 

404 

Fed  Loan  Repayment  Extensions 

138 

165 

203 

State  Loan  Repayment 

252 

250 

250 

Community-Based  Schol . 

19 

15 

-- 

Nursing  Loan  Repayment 

187 

160 

"- 

NHSC  Scholarship/Loan  Repayment  Awards 

FY  1990  -  FY  1995 


1990     1991     1992     1993     1994     1995 


I  Scholarships  ■  Fed.  LR  □  State  LR 
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"Waterfall  Tabular  Data" 


National  Health  Service  Corps  Field 


Schol .  Obligors 

Loan  Repayors 

Careerists 

Obligated  Feds 

State  LRP 

Comm. -Based  Schol. 

Total  NHSC  Field  Strength 


FY  1997 

FY  1995 

FY  1996 

President ' s 

Enacted 

Estimate 

Budaet 

349 

448 

570 

1,264 

1,376 

1,454 

82 

82 

82 

32 

35 

35 

473 

470 

470 

25 

25 

25 

NHSC  Field  Strength 

FY  1989  -  FY  1995 


2,500 
2,000 
1,500 
1,000 
500 
0 


1989  1990  1991  1992  1993  1994  1995 


□  Scholars 

O  Non-ob  Feds 


I  Fed.  LR 

I  Comm.  Based  Schol. 


I  Slate  LR 
]  Ob.  Fed. 
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Other  NHSC  Field  Data 


MD/DO 

DP 

_NP 

PA 

FY 

1992* 

924 

87 

97 

87 

FY 

1993* 

1,151 

146 

129 

170 

FY 

1994* 

1,147 

217 

160 

269 

FY 

199S* 

1,267 

283 

223 

351 

Total   Rural 


1,264 

756 

508 

1,667 

965 

702 

1,867 

1,  077 

790 

2,225 

1,306 

919 

*  FY  1992  as  of  9/30/92,  FY  1993  as  of  9/30/93,  FY  1994  as  of  9/30/94 
FY  1995  as  of  9/30/95. 

MD/DO  -  Medical  Doctor/Doctor  of  Osteopathy 

DD  -  Dentist 

NP  -  Nurse  Practitioner 

PA  -  Physician  Assistant 

CNM  -  Certified  Nurse  Midwife 


National  Health  Service  Corps 

Field  Strength  By  Discipline  -  9/30/95 


NM   3.0%  PA    15 

DD    12.7% 


MD/DO    56.9% 
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NHSC  Scholarship  &  Loan  Repayment  Programs 

History:    Funding  and  Resulting  Field  Strength  -  FY  1974  -  FY  1995 


Active  Primary  Care  Providers 


Award  Fundi  Available  (JMilhu 


•75     tq'77     '79     '81     "83     "85     '87     '89     "91     *93     '95 

Fiscal  Years 


I  Field  Strength  ■  SScholarship  G  SFed.  LR 


tq:   Transition  Quarter 
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H.P.  Research  and  Data 

Under  the  proposed  clustered  authority,  we  would  anticipate  a  smaller  number 
of  larger  grants,  contracts,  and  cooperative  agreements  awarded  in  FY  1997. 
Since  this  is  a  new  legislative  approach,  no  historical  data  are  available  on 
cluster  outcomes.   We  would  expect  to  see  outcomes  in  the  following  areas: 

•  Conduct  special  studies  on  diversity  of  the  health  workforce  and 
geographic  distribution  of  health  professionals. 

•  Provide  technical  assistance  to  States  and  regions  involved  in  local 
health  workforce  planning  and  support  of  data  infrastructure 
development . 

•  Develop  projections  of  supply  of  physicians  by  specialty,  nurses  by  work 
setting,  and  advanced  practice  nurses  and  physician  assistants. 

•  Support  the  Area  Resource  File,  a  composite  database  including 
information  about  health  personnel,  health  facilities,  and  population 
demographics  at  the  county  level.   The  database  will  be  used  by  a  number 
of  Federal  and  State  agencies,  as  well  as  educational  institutions  and 
researchers . 

•  Provide  information  to  States,  industry,  and  others  to  support 
decision-making  regarding  issues  pertaining  to  the  current  delivery  of 
health  care,  such  as  international  medical  school  graduate  supply  and 
distribution,  managed  care  staffing,  and  advanced  practice  nurse 
education. 

•  Support  the  three  national  centers  for  medical  education  research. 
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Enhanced  Area  Health  Education  Centers  Cluster 

Authorizing  Legislation  -  Legislative  proposal  is  being  prepared  to 
consolidate  Sections  746,  749,  751,  767,  777,  778,  and  782  of  the  Public 
Health  Service  Act. 

Increase 

1995  1996            1997            or 

Actual        Policy Estimate    Decrease 

B&  Efi               £A              &A 
Enhanced  Area  Hlth  Ed 

CtrB  Cluster $48,448,000  $42,272,000    $35,000,000    -$7,272,000 

Area  Hlth  Educ  Ctrs. .  ($24,125,000)  ($21,394,000) 

Hlth  Educ  &  Trng  Ctrs   ($3,509,000)  ($2,101,000) 

Geriatric  Programs...   ($8,273,000)  ($7,883,000) 
Rural  Hlth  Interdisc 

Training ($3,880,000)  ($3,067,000) 

General  Dentistry 

Training ($3,530,000)  ($2,874,000) 

Allied  Hlth  Special 

Projects ($3,580,000)  ($3,575,000) 

Chiropractic  Demonst 

Projects ($936,000)  ($843,000) 

Podiatric  Med/Primary 

Care  Trng ($615,000)  ($535,000) 

1997  Authorization Legislative  authority  is  being  proposed. 


Purpose  and  Method  of  Operation 

This  budget  request  reflects  proposed  legislation  that  consolidates  existing 
authorities  to  provide  for  a  comprehensive,  flexible,  and  effective  authority 
for  support  of  Area  Health  Education  Centers  (AHECs)  and  related 
community-based  educational  partnerships  to  improve  health  workforce  quality 
and  distribution.   The  programs  affected  are  Allied  Health  Special  Projects, 
AHECs,  Chiropractic  Demonstration  Projects,  General  Dentistry  Training, 
Geriatric  Education  Centers  (GECs) ,  Geriatric  Medicine  and  Dentistry  Faculty 
Training,  Geriatric  Optometry  Training,  Health  Education  and  Training  Centers 
(HETCs) ,  Podiatric  Primary  Care  Residency  Training  and  Rural  Health 
Interdisciplinary  Training. 

The  authority  would  (1)  achieve  of  specific  outcomes  in  the  area  of  health 
workforce  supply  and  distribution;  (2)  streamline  the  administration  of 
Federal  program  initiatives;  and  (3)  protect  the  content  and  effectiveness  of 
ongoing  training  activities  central  to  HRSA's  mission. 

Applications  for  funding  would  be  accepted  from  one  or  more  of  the  following: 
health  professions  schools,  academic  health  centers,  State  or  local 
governments,  or  other  appropriate  public  or  private  nonprofit  entities. 
Direct  Federal  activities  also  could  be  supported  as  appropriate. 


Each  applicant  would  be  required  to  specify  and  meet  performance  outcome 
standards  that  address  relevant  strategic  education  or  practice  objectives. 
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In  the  award  of  grants,  priority  would  be  given  to  States.   Special 
consideration  would  be  given  to  applicants  that  emphasize  training  of  health 
workers  to  meet  special  health  needs  of  the  aging  and  of  rural  populations. 
Preference  would  be  given  to  applicants  meeting  specified  requirements  for 
output  of  graduates  who  practice  in  underserved  communities. 

Competition  for  awards  would  be  based  on  ability  to  meet  targeted,  outcome- 
oriented  goals  for  expanded  community-based  primary  care  teaching  capacity, 
output  of  graduates  entering  generalist  careers,  output  of  graduates  who  serve 
in  health  professional  shortage  areas,  extent  of  interdisciplinary  training, 
and  increased  workforce  diversity,  among  other  goals. 

Under  the  authority,  eligible  entities  would  compete  for  awards  to  plan  or 
carry  out  cooperative  arrangements  to  provide  for  innovative  demonstrations  or 
strategic  workforce  supplementation  activities.   Based  on  feedback  from 
participants  and  customers  (including  students,  graduates,  employers,  and 
purchasers,  among  others),  programs  would  be  modified  as  appropriate. 

Emphasis  would  be  placed  on  regional,  State  or  local  health  professions 
infrastructure  development.   States,  academic  health  centers,  community 
organizations,  and  employers  would  collaborate  to  expand  the  operation  of 
interdisciplinary,  outcome-oriented  training  networks  that  go  beyond  a  focus 
on  production  of  a  particular  health  discipline. 

Projects  would  be  required  to  involve  at  least  one  academically  based  health 
professions  school,  training  programs  in  at  least  two  other  health  professions 
disciplines,  at  least  one  organization  that  provides  or  arranges  to  provide 
health  care  services,  and  at  least  one  community-based  organization. 

Funds  could  be  used  for  costs  of  planning,  developing,  or  operating 
demonstration  training  programs,  faculty  development,  curriculum  improvement, 
trainee  support,  technical  assistance,  workforce  analysis,  dissemination  of 
information,  or  other  activities  that  will  produce  desired  outcomes. 

Projects  would  be  required  to  be  consistent  with  related  Federal,  State,  and 
regional  program  plans  and  priorities.   Grantees  would  be  required  to  provide 
for  linkages  among  relevant  health  care  and  educational  entities,  including 
training  programs  for  several  disciplines  as  feasible.   They  would  be  required 
to  have  a  plan  for  providing  professional  support  for  National  Health  Service 
Corps  Scholarship  recipients  who  are  currently  in  training  and  for  Field 
Program  participants  in  the  service  area. 

The  Secretary  would  be  authorized  to  require  non- Federal  matching  of  Federal 
funds  as  appropriate  to  assure  institutional  commitment  to  projects  and  to 
increase  total  funding  available  for  the  activity.   Grantees  would  be  required 
to  meet  information  requirements  as  specified  by  the  Secretary. 

The  authority  would  allow  phased-in  restructuring  or  "clustering"  of  programs 
that  address  cross-cutting  issues  relating  to  training  sites,  ambulatory 
community-based  curriculum,  and  quality  control.   At  the  same  time,  the 
authority  would  permit  orderly  continuation  of  existing  training  activities. 
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Existing  grantees  under  programs  in  effect  prior  to  the  enactment  of  this 
authority  would  be  allowed  to  continue  to  be  funded  under  those  authorities 
through  the  end  of  the  approved  project  period  for  the  particular  project. 

Funding  for  the  Enhanced  Area  Health  Education  Centers  Cluster  program  for  the 
last  five  years  has  been  as  follows: 


1992 

48 

,276, 

000 

1993 

44, 

,490, 

000 

1994 

46, 

,793, 

000 

1995 

48 

,448, 

000 

1996 

Policy 

42 

,272, 

000 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $35,000,000  is  a  decrease  of  $7,272,000  below  the 
FY  1996  policy  level.   The  total  request  would  fund  continuation  awards  for 
current  grantees  and  would  allow  very  limited  implementation  cf  the  cluster  in 
FY  1997  with  broader  implementation  expected  in  FY  1998. 

The  authority  makes  possible,  where  appropriate,  a  smaller  number  of  grants, 
contracts,  and  cooperative  agreements  for  support  of  multidisciplinary, 
service -linked  educational  networks  for  health  workforce  development. 

There  would  be  an  elimination  of  unnecessarily  restrictive  eligibility  and 
project  requirements,  which  would  allow  increased  flexibility  in  responding  to 
health  workforce  needs.   This  flexibility  would  improve  the  ability  of 
educational  institutions  and  other  entities  to  target  resources  to  areas  of 
greatest  need. 

Consolidation  of  program  activities  would  be  responsive  to  the  Gore  Task 
Force's  concern  about  the  need  for  reducing  the  overall  number  of  Title  VII 
programs.   There  would  be  some  savings  in  administrative  costs  (e.g.,  reduced 
number  of  applications  and  reports  required) . 

Award  of  funds  are  based  on  ability  to  meet  performance  outcomes  that  are 
responsive  to  Administration  and  Congressional  concerns  about  the  importance 
of  focusing  scarce  Federal  resources  on  activities  that  have  a  demonstrable 
impact  on  the  production  of  health  care  providers. 

The  Federal  Government,  health  professions  schools,  State  and  local 
governments,  professional  organizations,  foundations,  community  organizations, 
and  other  non-Federal  entities  could  work  in  partnership  to  develop  model 
approaches  to  multidisciplinary,  service-linked  training. 

The  authority  allows  Federal  support  for  special  initiatives  in  areas  such  as: 

•  coordination  of  education  of  all  health  workers,  including  public 
health  personnel,  in  a  given  geographic  region; 

•  training  of  health  workers  to  serve  rural  or  inner-city  medically 
underserved  communities,  including  communities  along  the  U.S. -Mexico 
Border : 
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•  development  of  new  approaches  to  interdisciplinary  training  of  health 
workers; 

•  provision  of  education  in  the  special  health  care  needs  of  the 
elderly; 

•  training  of  personnel  with  respect  to  care  of  the  disabled,  substance 
abusers,  or  other  special  population  groups;  and 

•  cooperative  agreements  with  States  to  fund  centers  for  the  purpose  of 
examining  the  adequacy  of  the  health  professions  workforce  at  State 
and/or  regional  levels  and  develop  a  health  workforce  plan  to  address 
identified  workforce  needs  which  includes  a  Health  Professions 
Analytic  Council  to  oversee  this  initiative. 

Priority  for  States  would  encourage  the  development  of  collaborative  programs 
under  the  auspices  of  State  Governments . 

Requirements  for  consistency  with  related  Federal  and  State  plans  and  for 
linkages  among  health  care  and  educational  entities  would  promote  regional  and 
local  planning,  emphasize  multidisciplinary  and  interdisciplinary  approaches, 
and  encourage  community  involvement  in  health  workforce  training. 

Permitting  use  of  available  funds  for  program  support,  faculty  development, 
trainee  support,  workforce  analytic  activities,  or  dissemination  of 
information,  as  needed,  would  maximize  the  "leveraging  potential"  of  limited 
Federal  financial  help.   Grantees  would  have  broad  discretion  in  the  use  of 
funds . 

Non-Federal  matching  requirements  would  put  pressure  on  local  communities  or 
educational  institutions  to  make  resource  commitments  to  the  activity, 
enhancing  the  prospects  for  continued  operation  of  a  project  following  phase- 
out  of  Federal  aid  for  that  project. 

Special  consideration  for  applicants  that  emphasize  training  of  care  providers 
to  meet  special  health  needs  of  the  aging  and  of  rural  and  other  underserved 
populations  would  be  responsive  to  concerns  about  the  importance  of  such 
training  and  the  need  for  continued  Federal  assistance  in  these  areas. 

Preference  based  on  output  of  graduates  practicing  in  medically  underserved 
communities  would  reflect  the  government's  continuing  commitment  to  help  meet 
the  needs  of  those  communities. 

Allowing  existing  grantees  to  receive  funding  through  the  end  of  their 
approved  project  periods  would  prevent  disruption  of  ongoing  grant -supported 
programs.   It  would  allow  time  for  institutions  now  receiving  support  to 
develop  collaborative  applications  for  funds  under  the  new  authority. 

Outcomes 

Under  the  proposed  clustered  authority,  we  would  anticipate  a  smaller  number 
of  larger  grants,  contracts,  and  cooperative  agreements  awarded  in  FY  1997. 
Since  this  is  a  new  legislative  approach,  no  historical  data  are  available  on 
cluster  outcomes.   We  would  expect  to  see  outcomes  in  the  following  areas: 

•  Increase  in  the  number  of  service -linked  educational  networks 
involving  States. 
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•  Increase  in  the  service-linked  educational  activities  involving  Border 
areas . 

•  Increase  in  the  number  of  students  receiving  interdisciplinary  team 
experiences. 

•  Increase  in  the  number  of  graduates  from  AHEC  academic  institution 
partners  in  practices  serving  underserved  areas,  low- income 
populations,  and/or  high-risk  populations. 
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Minoritv/pisadvantaaed  Health  Professions  Cluster 

Authorizing  Legislation  -  Legislative  proposal  is  being  prepared  to 
consolidate  Sections  724,  736,  737,  738,  739,  and  740  of  the  Public  Health 
Service  Act . 

Increase 
1995          1996          1997          or 
Actual Policy Estimate    Decrease 

aa  b&  Bft  ba 

Minor! ty/Di  aadvan tagad 

Hlth  Profs  Cl'iitw...   $91,175,000    $80,404,000   $64,085,000   -$16,319,000 
Ctrs  of  Excellence...  ($23,040,000)  ($22,349,000) 
Exceptnl  Financial 

Need  Scholarships . .  ($10,542,000)   ($5,271,000) 
Financial  Assist  for 

Disadv  HP  Students.   ($6,249,000)   ($5,852,000) 
Health  Careers  Opport 

Program ($24,996,000)  ($23,384,000) 

Loan  Repayment/ 

Fellowship-Ficulty.     ($955,000)     ($925,000) 
Loans  for  Disadvant 

HP  Students ($8,017,000)   ($4,000,000) 

Scholarships  for 

Disadvant  Students.  ($17,376,000)  ($18,623,000) 

1997  Authorization Legislative  authority  is  being  proposed. 


Purpose  and  Method  of  Operation 

This  budget  request  reflects  proposed  legislation  that  consolidates  existing 
authorities  to  provide  for  a  comprehensive,  flexible,  and  effective  authority 
for  support  of  activities  to  increase  the  number  of  rainority/disadvantaged 
health  professionals  and  to  strengthen  educational  institutions  that  have  a 
demonstrated  commitment  to  improving  minority  health.   The  programs  affected 
are  Centers  of  Excellence  Program,  Exceptional  Financial  Need  Scholarships 
(EFN) ,  Financial  Assistance  to  Disadvantaged  Health  Professions  Students 
(FADHPS) ,  Health  Careers  Opportunity  Program  (HCOP) ,  Loan  Repayments  and 
Fellowships  regarding  Faculty  Positions  Program,  Loans  for  Disadvantaged 
Students  (LDS) ,  and  Scholarships  for  Disadvantaged  Students  (SDS) .   The 
existing  programs  would  be  consolidated  under  the  following  two  headings: 

•  Minority/Disadvantaged  Institutional  Awards 

•  Scholarships  for  Disadvantaged  Students 


The  authority  would  (1)  achieve  specific  outcomes  in  the  area  of 
minority/disadvantaged  health  professions  training;  (2)  streamline  the 
administration  of  Federal  program  initiatives;  and  (3)  protect  the  content  and 
effectiveness  of  ongoing  training  activities  central  to  HRSA's  mission. 
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The  authority  would  allow  phased- in  restructuring  or  "clustering"  of  programs 
that  address  cross-cutting  issues  relating  to  training  sites,  community-based 
curriculum,  and  quality  control.   At  the  same  time,  the  authority  would  permit 
orderly  continuation  of  existing  training  activities. 

Under  the  Minority /Disadvantaged  Institutional  Awards  program,  eligible 
entities  would  compete  for  awards  to  plan  or  carry  out  cooperative 
arrangements  to  provide  for  innovative  demonstrations  or  strategic  workforce 
supplementation  activities. 

Applications  for  funding  would  be  accepted  from  one  or  more  of  the  following: 
health  professions  schools,  academic  health  centers,  other  educational 
institutions.  State  or  local  governments,  community  organizations,  or  other 
appropriate  public  or  private  nonprofit  entities.   Direct  Federal  activities 
also  could  be  supported  as  appropriate. 

Each  applicant  would  be  required  to  specify  and  meet  performance  outcome 
standards  that  address  relevant  strategic  minority/disadvantaged  health 
professions  objectives.   Examples  of  performance  outcomes  that  would  be  met 
include  number  of  students  trained,  improvements  in  retention  of  students 
through  graduation,  and  number  of  minority/disadvantaged  faculty  employed  or 
trained.   Competition  would  be  based  on  ability  to  meet  targeted,  outcome- 
oriented  goals. 

Projects  to  expand  the  number  of  health  professions  students  from 
disadvantaged  backgrounds  would  be  encouraged  to  include  recruitment  and 
training  of  students  early  in  the  educational  pipeline  (i.e.,  at  the 
elementary  or  secondary  school  level),  as  appropriate. 

Projects  would  be  required  to  be  consistent  with  related  Federal,  State,  and 
regional  program  plans  and  priorities . 

Grantees  would  be  required  to  provide  for  linkages  among  relevant  health  care 
and  educational  entities,  including  training  programs  for  several  disciplines 
as  feasible. 

Funds  could  be  used  for  costs  of  planning,  developing,  or  operating 
demonstration  training  programs,  faculty  development,  curriculum  improvement, 
trainee  support,  technical  assistance,  workforce  analysis,  dissemination  of 
information,  or  other  activities  that  will  produce  desired  outcomes. 

Preference  in  the  award  of  grants  would  be  given  to  projects  that  involve  more 
than  one  health  professions  discipline  and/or  training  institution  and  have  a 
good  record  of  retention  and  graduation  of  individuals  from  disadvantaged 
backgrounds . 

The  Secretary  would  be  authorized  to  require  non- Federal  matching  of  Federal 
funds  as  appropriate  to  assure  institutional  commitment  to  projects  and  to 
increase  total  funding  available  for  the  activity.   Grantees  would  be  required 
to  meet  information  requirements  as  specified  by  the  Secretary. 

Existing  grantees  under  minority/disadvantaged  programs  in  effect  prior  to  the 
enactment  of  this  authority  would  be  allowed  to  continue  to  be  funded  under 
those  authorities  through  the  end  of  the  approved  project  period. 
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Under  the  Scholarships  for  Disadvantaged  Students  program,  the  Secretary  would 
make  grants  to  schools  in  certain  high-priority  health  professions  for  school - 
based  nonservice-conditional  scholarships  to  financially  needy  students  from 
disadvantaged  backgrounds .   The  proposed  authority  would  help  meet  needs  for 
individuals  from  disadvantaged  backgrounds  across  the  range  of  professional 
specialties  and  subspecialties. 

Applications  for  grants  would  be  accepted  from  schools  of  medicine, 
osteopathic  medicine,  dentistry,  baccalaureate-  or  graduate -degree  nursing, 
and  public  health,  and  from  training  programs  for  physician  assistants. 
Limiting  the  scholarship  program  to  these  schools  would  focus  aid  on  those 
disciplines  most  needed  to  provide  community-based  health  care  for  underserved 
populations . 

Scholarship  recipients  would  be  required  to  be  in  financial  need  and  to  be 
from  disadvantaged  backgrounds,  as  defined  by  the  Secretary. 

Schools  would  be  required  to  meet  conditions  relating  to  admittance  and 
graduation  of  disadvantaged  students  and  hiring  and  retention  of  disadvantaged 
faculty.   These  requirements  would  target  scholarship  funds  to  institutions 
providing  a  supportive  environment  for  individuals  from  disadvantaged 
backgrounds . 

Individual  scholarship  amounts  would  be  determined  by  the  schools  and 
there  would  be  no  specific  service  obligation  for  the  scholarships.   Schools 
would  be  required  to  provide  $3  in  non-Federal  matching  for  each  $7  in  Pederal 
grants.   Allowing  schools  to  determine  scholarship  amounts  would  give  the 
schools  needed  discretion  in  "packaging"  student  aid  to  meet  individual 
students'  financial  needs. 

There  would  be  appropriate  phase -out  provisions  for  certain  existing 
scholarship  and  loan  recipients . 

Funding  for  the  Minority/Disadvantaged  Health  Professions  Cluster  program  for 
the  last  five  years  has  been  as  follows: 


1992 

97,593,000 

1993 

91,196,000 

1994 

91,196,000 

1995 

91,175,000 

1996  Policy 

80,404,000 

Rationale  for 

the  Budoet  Reouest 

The  FY  1997  request  of  $64,085,000  is  a  decrease  of  $16,319,000  below  the 
FY  1996  policy  level.   The  total  request  would  fund  continuation  awards  for 
current  grantees  under  the  COE,  HCOP,  and  Loan  Repayments  and  Fellowships 
regarding  Faculty  Positions  programs.   Funding  for  these  programs  preserves 
the  commitment  to  provide  assistance  to  minority /disadvantaged  students.   The 
total  request  would  also  fund  continuation  awards  for  current  grantees  under 
the  EFN,  FADHPS  and  LDS  programs  at  a  significantly  reduced  level.   Support 
for  the  EFN  and  FADHPS  programs  preserves  the  commitment  to  providing 
scholarship  support  to  students  committed  to  service  in  primary  care 


559 


disciplines.   Support  for  the  LDS  program  preserves  the  commitment  to  provide 
assistance  to  disadvantaged  students,  as  well  as  capitalizing  revolving  funds. 
Although  the  SDS  is  an  element  of  this  cluster,  funding  is  not  included  in  the 
budget  because  SDS  is  a  scholarship  program,  yet  does  not  require  a  primary- 
care  service  commitment  like  EFN  and  FADHPS,  and  assistance  to  disadvantaged 
students  is  provided  under  LDS. 

The  proposed  authority  for  Minority/Disadvantaged  Institutional  Award*  would 
make  possible,  where  appropriate,  a  smaller  number  of  grants,  contracts,  and 
cooperative  agreements  for  support  of  targeted,  outcome-oriented  activities  to 
increase  the  number  of  minority/disadvantaged  health  professionals  and 
strengthen  institutions  committed  to  training  of  such  persons. 

There  would  be  an  elimination  of  unnecessarily  restrictive  eligibility  and 
project  requirements,  which  would  allow  increased  flexibility  in  responding  to 
minority/disadvantaged  health  professions  needs.   This  flexibility  would 
improve  the  ability  of  educational  institutions  and  other  eligible  entities  to 
focus  resources  on  areas  of  greatest  need . 

The  Federal  Government,  health  professions  schools,  State  and  local 
governments,  professional  organizations,  foundations,  and  other  non-Federal 
entities  could  work  in  partnership  to  develop  and  demonstrate  model 
approaches . 

Award  of  funds  based  on  ability  to  meet  performance  outcomes  would  be 
responsive  to  Administration  and  congressional  concerns  about  the  importance 
of  focusing  scarce  Federal  resources  on  activities  that  have  a  demonstrable 
impact  on  the  availability  of  health  care  providers  to  meet  a  national  need. 

Permitting  use  of  available  funds  for  program  support,  faculty  development, 
trainee  support,  workforce  analytic  activities,  or  dissemination  of 
information,  as  needed,  would  maximize  the  "leveraging  potential"  of  limited 
Federal  financial  help.   Grantees  would  have  broad  discretion  in  the  use  of 
funds.   Workforce  analytic  activities  would  include  cooperative  agreements 
with  States  to  fund  centers  for  the  purpose  of  examining  the  adequacy  of  the 
health  professions  workforce  at  State  and/or  regional  levels  and  develop  a 
health  workforce  plan  to  address  identified  workforce  needs  which  includes  a 
Health  Professions  Analytic  Council  to  oversee  this  initiative. 

Promoting  initiatives  at  the  elementary  and  secondary  school  level  would  help 
expand  the  "pipeline"  of  minority/disadvantaged  students  equipped  and 
motivated  to  undertake  health  professions  education  at  the  college  level  and 
beyond . 

Requirements  for  consistency  with  related  Federal  and  State  plans  and  for 
linkages  among  health  care  and  educational  entities  would  promote  regional  and 
local  planning,  emphasize  multidisciplinary  and  interdisciplinary  approaches, 
and  encourage  community  involvement  in  health  workforce  training. 

Non-Federal  matching  requirements  would  put  pressure  on  local  communities  or 
educational  institutions  to  make  resource  commitments  to  the  activity, 
enhancing  the  prospects  for  continued  operation  of  a  project  following  phase- 
out  of  Federal  aid  for  that  project. 
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Consolidation  of  program  activities  would  be  responsive  to  the  Gore  Task 

Force's  concern  about  the  need  for  reducing  the  overall  number  of  Title  VII 

programs.   There  would  be  some  savings  in  administrative  costs  (e.g.,  reduced 
number  of  applications  and  reports  required) . 

Allowing  existing  grantees  and  loan/scholarship  recipients  to  receive  funding 
through  the  end  of  approved  project  periods  or  courses  of  study  would  prevent 
unnecessary  disruption  of  ongoing  grant -supported  programs  and  individual 
educational  plans. 


Outcomes 

Under  the  proposed  clustered  authority,  we  would  anticipate  a  smaller  number 
of  larger  grants,  contracts,  and  cooperative  agreements  awarded  in  FY  1997. 
Since  this  is  a  new  legislative  approach,  no  historical  data  are  available  on 
cluster  outcomes.   We  would  expect  to  see  outcomes  in  the  following  areas: 

•  Improvement  in  recruitment  and  retention  of  minority/disadvantaged 
students  through  graduation. 

•  Increase  in  the  number  of  faculty  from  minority/disadvantaged 
backgrounds . 

•  Increase  in  the  number  of  minority/disadvantaged  secondary  and 

post -secondary  education  students  enrolled  in  academic  enhancement  and 
skills  building  programs. 


\ 
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Primary  Care  Medicine  and  Public  Health  Training  Cluster 

Authorizing  Legislation  -  Legislative  proposal  is  being  prepared  to 
consolidate  Sections  747,  748,  750,  761,  762,  763,  771  of  the  Public  Health 
Service  Act;  Section  10  of  the  Disadvantaged  Minority  Health  Improvement  Act 
of  1990,-  and  Section  301  of  the  Health  Professions  Education  Extension 
Amendments  of  1992. 

Increase 

1995  1996           1997          or 

Actual Policv Estimate   Decrease 

B&  B&           M         SA 
Primary  Care  Mad  &  Public 

Health  Trng  Cluster. ..   $78,545,000  $74,229,000    $80,000,000   +$5,771,000 

Family  Medicine  Progs.  ($46,057,000)  ($44,118,000) 
Gen  Internal  Medicine 

and  Pediatrics ($16,503,000)  ($15,800,000) 

Physician  Assistant 

Training ($5,964,000)  ($5,713,000) 

Pacific  Basin  Medical 

Officers  Trng ($1,497,000)  ($750,000) 

Public  Health/Preven 

Medicine ($7,546,000)  ($6,871,000) 

Hlth  Admin  Progs ($978,000)  ($977,000) 

1997  Authorization Legislative  authority  is  being  proposed. 


IduasMfl  and  Ms t hod  of  operation 

This  budget  request  reflects  proposed  legislation  that  consolidates  existing., 
authorities  to  provide  for  a  comprehensive,  flexible,  and  effective  Federal  r 
authority  for  increasing  the  number  and  enhancing  the  quality  of  primary 
medical  care  providers  and  public  health  workers  to  meet  national.  State,  and 
local  health  care  needs;  and  to  extend  the  authority  for  the  Council  on 
Graduate  Medical  Education.   The  programs  affected  are  Family  Medicine 
Training  and  Departments,  General  Internal  Medicine/General  Pediatrics 
Training,  Health  Administration  Traineeships  and  Special  Projects,  Pacific 
Basin  Medical  Officer  Training,  Physician  Assistant  Training,  Preventive 
Medicine  and  Dental  Public  Health  Training,  and  Public  Health  Special  Projects 
and  Traineeships.   The  multiple  existing  authorities  and  programs  would  be 
clustered  under  the  following  three  headings: 

•  Family  Medicine  Capacity  Building 

•  Training  Networks  for  Primary  Care  and  Public  Health 

•  Council  on  Graduate  Medical  Education 


The  purpose  of  the  proposed  program  authority  would  be  to  (1)  achieve  specific 
outcomes  in  the  area  of  primary  care  medicine  and  public  health  workforce 
supply  and  distribution:  (2)  streamline  the  administration  of  Federal  program 
initiatives;  and  (3)  continue  support  for  ongoing  training  activities  that 
have  demonstrated  success  in  meeting  public  needs. 


562 


Emphasis  would  be  placed  on  phasing  in  restructured  or  "clustered"  programs 
that  address  cross-cutting  issues  relating  to  training  sites,  ambulatory 
community-based  curriculum,  and  quality  control.   At  the  same  time,  the 
authority  would  permit  orderly  continuation  of  existing  training  activities. 

The  Family  Medicine  Capacity  Building  program  would  provide  funds  to  develop 
new,  or  enhance  existing,  family  medicine  departments,  medical  student 
clerkships,  and  faculty  development  and  residency  training  programs. 

The  Training  Networks  for  Primary  Care  and  Public  Health  program  would  provide 
funds  to  encourage  collaboration  among  academic  health  centers,  other 
educational  institutions,  health  care  facilities,  and  other  relevant  entities 
to  respond  to  local  and  regional  needs  for  general  internists,  general 
pediatricians,  family  physicians,  primary  care  physician  assistants,  and 
graduate  degree-  and  residency  training- level  public  health  personnel. 

Under  each  of  the  program  funding  headings  (Family  Medicine  and  Training 
Networks) ,  eligible  entities  would  compete  for  awards  to  plan  or  carry  out 
collaborative  programs  to  attain  key  primary  care  and  public  health  training 
outcomes.   Based  on  feedback  from  participants  and  customers  (including 
students,  graduates,  employers,  and  purchasers,  among  others),  programs  would 
be  modified  as  appropriate. 

Applications  for  funding  would  be  accepted  from  one  or  more  of  the  following: 
health  professions  schools  (including  schools  of  public  health) ,  academic 
health  centers,  State  or  local  governments,  or  other  appropriate  public  or 
private  nonprofit  entities.   Direct  Federal  activities  also  could  be  supported 
as  appropriate. 

Each  applicant  would  be  required  to  specify  and  meet  performance  outcome 
standards  that  address  relevant  strategic  education  or  practice  objectives. 
In  the  area  of  primary  care  medicine,  competition  for  awards  would  be  based  on 
ability  to  meet  specific  standards  for  expanded  primary  care  teaching 
capacity,  output  of  medical  student  and  resident  graduates  into  generalist 
careers,  output  of  graduates  who  serve  medically  underserved  populations,  the 
mix  of  specialist  and  generalist  residents  within  an  institution,  and 
increased  workforce  diversity,  among  other  goals. 

Primary  medicine  projects  involving  an  academic  medical  center  would  be 
required  to  demonstrate  commitment  to  primary  care  medical  education  as 
evidenced  by  (1)  a  mission  statement  consistent  with  strategic  primary  care 
medical  education  objectives;  (2)  faculty  role  models  and  administrative  units 
in  family  medicine,  general  internal  medicine,  and  general  pediatrics;  and 
(3)  required  undergraduate  community-based  medical  student  clerkships  in 
family  medicine,  internal  medicine,  and  pediatrics. 

All  projects  would  be  required  to  be  consistent  with  related  Federal,  State, 
and  regional  program  plans  and  priorities.   Grantees  would  be  required  to 
provide  for  linkages  among  relevant  health  care  and  educational  entities, 
including  community-based  managed  care  and  public  health  systems  and,  as 
feasible,  training  programs  for  several  disciplines. 
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Funds  could  be  used  for  costs  of  planning,  developing,  or  operating 
demonstration  training  programs,  faculty  development,  curriculum  improvement, 
trainee  support,  technical  assistance,  workforce  analysis,  dissemination  of 
information,  or  other  activities  that  will  produce  desired  outcomes. 

Preference  in  the  award  of  funds  would  be  given  to  projects  meeting  specified 
performance  standards  for  output  of  graduates  who  serve  medically  underserved 
communities  or  populations  (defined,  in  the  case  of  public  health  workers,  as 
including  work  in  State  and  local  health  departments) . 

The  Secretary  would  be  authorized  to  require  non-Federal  matching  of  Federal 
funds  as  appropriate  to  assure  institutional  commitment  to  projects  and  to 
increase  total  funding  available  for  the  activity.   Grantees  would  be  required 
to  meet  information  requirements  as  specified  by  the  Secretary. 

Funds  would  be  allocated  in  approximately  the  same  proportion  as  such  funds 
were  appropriated  for  FY  1995. 

Existing  grantees  under  primary  care  medicine  and  public  health  training 
programs  in  effect  prior  to  the  enactment  of  this  authority  would  be  allowed 
to  continue  to  be  funded  under  those  authorities  through  the  end  of  the 
approved  project  period  of  the  particular  project. 

Funding  for  the  various  categorical  Primary  Care  Medicine  and  Public  Health 
Training  programs  to  be  consolidated  has  been  as  follows: 


1992 

76 

287 

000 

1993 

70 

399 

000 

1994 

80 

906 

000 

1995 

78 

545 

000 

1996 

Policy 

74 

229 

000 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $80,000,000  is  an  increase  of  $5,771,000  above  the 
FY  1996  policy  level.   The  increase  would  allow  for  the  initiation  of  a  Public 
Health  Service  (PHS)  Corps  and  related  activities  and  for  workforce  analytic 
technical  assistance  to  States. 

The  PHS  Corps  would  provide  well-trained  public  health  professionals,  with  a 
focus  on  service  in  shortage  areas  in  remote  and  rural  communities.   Funds 
would  be  directed  to  establish  public  health  practice/educational  coalitions 
and  partnerships  between  State/local  and  community-based  health  agencies, 
community-based  managed  care  organizations,  health  care  providers,  and 
business  and  industry,  to  meet  public  health  needs.   These  coalitions  or 
partnerships  would  respond  directly  to  the  rapidly  changing  nature  of  the 
health  marketplace,  major  public  health  concerns  including  environmental 
health  and  emerging  infectious  disease  threats,  deficiencies  in  meeting  the 
needs  of  the  currently  employed  public  health  workforce,  and  will  foster 
improved  public  health  outcomes  by  assuring  an  adequately  staffed  and  trained 
health  workforce  for  public  health  practice. 
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The  workforce  analytic  activity  includes  two  regionally-based  centers  that 
would  assist  State  governments  in  assessing  their  priority  workforce  needs. 
The  centers  would  be  established  to  examine  the  adequacy  of  the  health 
professions  workforce  at  State  and/or  regional  levels  and  develop  a  health 
workforce  plan  to  address  identified  workforce  needs.   Funding  for  the  centers 
would  be  provided  through  a  cooperative  agreement  mechanism  with  the  States. 
This  new  initiative  would  expand  upon  current  efforts  to  provide  technical 
assistance  to  States  and  regions  for  workforce  analytic  activities.   This  new 
initiative  also  includes  a  National  Public/Private  Health  Professions  Analytic 
Council  to  support  and  advise  the  activities  of  the  cooperative  agreements,  as 
well  as  prepare  for  national  dissemination,  the  models  and  other  processes 
gained  from  the  analytical  initiatives . 

In  addition  to  the  increase,  the  total  request  will  fund  continuation  awards 
for  current  grantees  and  new  grant  applications  submitted  under  the  Primary 
Care  Medicine  and  Public  Health  Training  Cluster. 

The  authority  would  make  possible,  where  appropriate,  a  smaller  number  of 
larger  grants,  contracts,  and  cooperative  agreements  supporting  collaborative, 
outcome -oriented  activities  to  train  generalist  physicians  and  physician 
assistants  to  meet  increasing,  market -generated  primary  health  care  needs  and 
to  train  public  health  and  health  administration  workers  required  at  the 
Federal,  State,  and  community  level. 

Consolidation  of  program  activities  would  be  responsive  to  the  Gore  Task 

Force's  concern  about  the  need  for  reducing  the  overall  number  of  Title  VII 

programs.   There  would  be  some  savings  in  administrative  costs  (e.g.,  reduced 
number  of  applications  and  reports  required) . 

Award  of  funds  based  on  ability  to  meet  performance  outcomes  would  be 
responsive  to  Administration  and  congressional  concerns  about  the  importance 
of  focusing  scarce  Federal  resources  on  activities  that  have  a  demonstrable 
impact  on  the  production  of  primary  medical  care  providers  and  public  health 
workers  to  meet  a  national  need. 

Bw eliminating  unnecessary  restrictive  eligibility  and  project  requirements, 
the  proposed  authority  would  allow  increased  flexibility  in  responding  to 
primary  care  medicine  and  public  health  workforce  needs.   It  would  improve  the 
ability  of  educational  institutions  and  other  eligible  entities  to  target 
resources  to  areas  of  greatest  need. 

Federal  Government,  State  and  local  governments,  health  professions  schools 
(including  schools  of  public  health) ,  professional  organizations,  foundations, 
and  other  non-Federal  entities  could  work  in  partnership  to  develop  and 
demonstrate  model  approaches  to  preparing  well  trained  primary  care  medical 
providers  and  public  health  workers. 

Funding  would  be  used  to  support  academic  medical  centers,  community-based 
health  facilities,  and  other  entities  with  commitment  and  demonstrated  success 
in  primary  care  and  public  health  training  for  a  comprehensive  approach  to 
meeting  local  and  regional  primary  care  and  public  health  needs.   The  program 
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would  assist  in  developing  community  partnerships,  leveraging  increased 
private  sector  support,  and  encouraging  innovative  approaches  to  expanding 
primary  care  medicine  and  public  health  training. 

Preference  based  on  output  of  graduates  practicing  in  medically  underserved 
communities  would  continue  a  preference  already  applicable  to  awards  under  the 
existing  Family  Medicine,  General  Internal  Medicine  and  General  Pediatrics, 
Physician  Assistant  Training,  and  Preventive  Medicine  and  Dental  Public  Health 
Residency  training  programs. 

Federal  support  would  be  provided  for  strategic  education  and  prectice 
initiatives  in  areas  such  as  increasing  the  number  and  quality  of 
community-based  primary  care  and  public  health  faculty;  enhancing  training  in 
managed  care,  quality  improvement,  and  other  skills  needed  under  new  systems 
of  organizing  health  care;  encouraging  interdisciplinary  approaches  to 
training;  and  enhancing  the  ability  of  primary  care  providers  and  public 
health  workers  to  care  for  underserved  and  high-risk  populations. 

In  public  health  training,  support  could  be  provided  for  retraining  of 
existing  public  health  workers  as  well  as  for  increasing  the  supply  of  new 
practitioners  to  deal  with  priority  public  health  and  health  administration 
needs.   The  authority  would  allow  support,  as  feasible  within  available 
funding  resources,  for  the  planning  and  development  of  a  proposed  Public 
Health  Service  Corps  to  prepare  public  health  professionals  for  employment  at 
the  State  and  community  level.   In  addition,  targeted  training  for  the 
education  of  public  health  professionals  would  focus  upon  creating  educational 
partnerships  between  accredited  academic  programs/schools  of  public  health; 
State/local  health  departments;  existing  remote  site  educational  entities, 
e.g.,  Area  Health  Education  Centers;  community  based  organizations,  e.g., 
non-profit  organizations  and  hospitals;  large  private  industries  in  the 
community;  and  coalitions  of  these  groups.   The  educational  emphasis  to  be 
accomplished  through  initial  small  coalition  building/ implementation  grants. 
Traineeships  would  be  used  to  make  public  health  education  more  accessible  to 
the  employed  public  and  private  public  health  workforce;  increasing  the 
relevance  of  public  health  academic  preparation  to  public  health  practice  in 
the  future;  educating  students  from  traditional  on-campus  programs  in  practice 
based  sites;  developing  educational  methods  and  distance  based 
approaches/technology  to  adult  learning  requirements;  and  increasing  knowledge 
and  skills  related  to  community  based  cultural  diversity  in  public  health 
education. 

Permitting  use  of  available  funds  for  program  support,  faculty  development, 
trainee  support,  workforce  analytic  activities,  or  dissemination  of 
information,  as  needed,  would  maximize  the  "leveraging  potential"  of  limited 
Federal  financial  help.   Grantees  would  have  broad  discretion  in  the  use  of 
funds . 

Requirements  for  consistency  with  related  Federal  and  State  plans  and  for 

linkages  among  health  care  and  educational  entities  would  promote  regional  and 

local  planning,  emphasize  multidisciplinary  and  interdisciplinary  approaches, 
and  encourage  community  involvement  in  health  workforce  training. 
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Non- Federal  matching  requirements  would  put  pressure  on  local  communities  or 
educational  institutions  to  make  resource  commitments  to  the  activity, 
enhancing  the  prospects  for  continued  operation  of  a  project  following 
phase-out  of  Federal  aid  for  that  project. 

The  proposed  funding  strategy  would  be  responsive  to  growing  health  care 
system  needs  and  would  focus  Federal  support  on  training  activities  of  known 
effectiveness  in  producing  needed  health  workers  in  family  medicine.   Although 
numerous  studies  have  shown  that  family  medicine  departments,  curriculum,  and 
role  models  increase  student  interest  in  generalist  careers  (and  these 
elements  are  encouraged  in  accreditation  requirements) ,  some  medical  schools 
still  do  not  have  departments  of  family  medicine.   An  estimated  40  percent  of 
family  medicine  residency  training  programs,  most  of  these  located  in 
hospitals  in  rural  communities,  are  unaffiliated  with  a  medical  school. 

The  proposed  funding  strategy  would  assure  that  the  current  emphasis  on 
physician  assistant  and  public  health  training  would  not  be  lost  in  funding 
decisions  under  the  new  authority. 

Allowing  existing  grantees  to  receive  funding  through  the  end  of  their 
approved  project  periods  would  prevent  disruption  of  ongoing  grant -supported 
programs.   It  would  allow  time  for  institutions  now  receiving  support  to 
develop  collaborative  applications  for  funds  under  the  new  authority. 

The  functions  of  Family  Medicine  Capacity  Building  and  Training  Networks  for 
Primary  Care  a,nfl  Public  Health  are  distinguished  in  order  to  provide  targeted, 
temporary  support  for  critical  areas  in  capacity  building,  particularly  in 
family  practice,  while  developing  networks  that  would  yield  an 
interdisciplinary  approach  to  enhanced  primary  care  practitioners  and  public 
health  professionals.   The  longer  term  goals  are  to  reduce  the  critical 
capacity  building  apparatus  (as  the  issues  are  addressed)  while  expanding  the 
training  network  component . 

Outcomes 

Under  the  proposed  clustered  authority,  we  would  anticipate  a  smaller  number 
of  larger  grants,  contracts,  and  cooperative  agreements  awarded  in  FY  1997. 
Since  this  is  a  new  legislative  approach,  no  historical  data  are  available  on 
cluster  outcomes.   We  would  expect  to  see  outcomes  in  the  following  areas: 

PRIMARY  CARE 

•  Increase  in  the  number  of  primary  care  graduates  who  enter  practice 
serving  underserved  areas,  low- income  populations,  and/or  high-risk 
populations. 

•  Increase  in  the  number  of  medical  graduates  in  primary  care . 

•  Increased  number  of  primary  care  physician  assistants  graduates. 

•  Increase  in  the  number  of  organized  primary  care  and  public  health 
networks . 
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PUBLIC  HEALTH 

Increase  in  public  health  professionals  in  demonstrated  shortage  areas, 
i.e.,  epidemiologists,  biostatisticians,  environmental  sciences, 
toxicology,  and  maternal  and  child  health. 

Increase  educational  degree/certificate  programs  for  the  employed  public 
health  workforce  using  innovative  adult  education  training  and  distance 
based  learning  technology. 

Instate  public  health  education  coalitions  between  public  health 
education  programs.  State  and  local  governments,  private  industry, 
community-based  organizations,  and  hospitals  to  increase  the  required 
public  health  knowledge  and  skills  in  the  developing  health  care  system. 
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Nursing  Education/Practice  Cluster 

Authorizing  Legislation  -  Legislative  proposal  is  being  prepared  to 
consolidate  Sections  820,  621,  822,  827,  830,  and  831  of  the  Public  Health 
Service  Act . 


1995 

1996 

1997 

or 

Actual 

Policv 

Estimate 

Decrease 

B& 

Bft 

Bft 

n 

Mag  Kd/Pract  Cluster 

$58,640,000 

$55,672,000 

$70,000,000 

♦$14,328,000 

Strengthening  Capacity 

for  Basic  Nurse  Ed 

and  Practice 

($9,848,000) 

($9,349,000) 

NU  Pract /NU  Midwives  6 

Other  Adv  Pract  NUs : 

NU  Pract /Midwives . 

($16,140,000) 

($15,322,000) 

Advanced  NU  Educ. . 

($11,642,000) 

($11,046,000) 

NU  Anesthetist  Tr. 

($2,574,000) 

($2,445,000) 

Prof  NU  Trainees. . 

($14,830,000) 

($14,087,000) 

Increasing  Nursing 

Workforce  Diversity. 

($3,606,000) 

($3,423,000) 

1997  Authorization. 


Legislative  authority  is  being  proposed. 


Purpose  and  Method  of  Operation 

This  budget  request  reflects  proposed  legislation  that  restructures  Title  VIII 
nurse  education  authorities  to  provide  for  a  comprehensive,  flexible,  and 
effective  authority  for  Federal  support  of  nursing  workforce  development.   The 
programs  affected  are  Nursing  Special  Projects,  Advanced  Nurse  Education, 
Nurse  Practitioner/Nurse  Midwife  Education,  Professional  Nurse  Traineeships, 
Nurse  Anesthetist  Training,  and  Nursing  Education  Opportunities  for 
Individuals  from  Disadvantaged  Backgrounds.   The  existing  nursing  programs 
would  be  clustered  under  the  following  three  headings: 

•  Strengthening  Capacity  for  Basic  Nurse  Education  and  Practice; 

•  Nurse  Practitioners,  Nurse  Midwives,  and  Other  Advanced  Practice  Nurses; 
and 

•  Increasing  Nursing  Workforce  Diversity. 

The  Strengthening  Capacity  for  Basic  Nurse  Education  and  Practice  program 
replaces  the  existing  Nursing  Special  Projects  program  (Sec.  820  of  the  PHS 
Act)  and  would  provide  a  stimulus  for  innovative  approaches  to  strengthening 
basic  nurse  education  and  practice  not  only  in  the  specific  areas  identified 
in  the  existing  law  but  also  in  such  priority  areas  as: 


provision  of  nursing  services  in  schools  and  other  community  settings; 
care  of  underserved  populations  and  other  high-risk  groups  such  as  the 
elderly,  individuals  with  HIV- aids,  substance  abusers,  and  battered 
women ; 
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•  case  management,  quality  improvement,  and  other  skills  needed  under  new 
systems  of  organizing  health  care; 

•  development  of  cultural  competencies  among  nurses ,- 

•  provision  of  emergency  health  services;  and 

•  promotion  of  career  mobility  for  nursing  personnel  in  a  variety  of 
training  settings. 

The  Nurse  Practitioners.  Nurse  Midwives .  and  Other  Advanced  Practice  Nurses 
program  replaces  the  following  existing  nursing  programs  in  the  PHS  Act: 
Advanced  Nurse  Education  (Sec.  821),  Nurse  Practitioner/Nurse  Midwife  Training 
(Sec.  822),  Professional  Nurse  Traineeships  (Sec.  830),  and  Nurse  Anesthetist 
Training  (Sec.  831).   Support  could  also  be  provided  for  projects  relating  to 
other  types  of  advanced  practice  nurses,  including  clinical  nurse  specialists 
and  public  health  nurses,  among  others. 

The  Increasing  Nursing  Workforce  Diversity  program  would  support  activities 
similar  to  those  now  receiving  aid  under  the  existing  Nursing  Education 
Opportunities  for  Individuals  from  Disadvantaged  Backgrounds  program  (Sec.  827 
of  the  PHS  Act) .   Grantees  would  have  increased  flexibility  in  the  use  of 
funds  for  the  development  of  a  variety  of  approaches  to  enhancing  ethnic  and 
racial  diversity  in  nursing  education  and  practice. 

Under  each  of  the  above  programs,  eligible  entities  would  compete  for  awards 
to  carry  out  innovative  demonstration  projects  or  provide  for  strategic 
workforce  supplementation  activities  as  needed  to  meet  national  nursing 
service  goals . 

Preference  in  the  award  of  grants  would  be  given  to  applicants  whose  programs 
benefit  rural  and/or  underserved  populations. 

Grant  applicants  would  be  required  to  specify  and  meet  performance  outcome 
standards  that  address  relevant  strategic  nursing  workforce  education  and 
practice  objectives.   Examples  of  performance  outcomes  that  would  be  met 
include  number  of  nursing  students  trained,  number  of  faculty  trained,  and 
number  of  minority /disadvantaged  nurses  prepared. 

Under  each  program  there  would  be  requirements  that  projects  be  consistent 
with  related  Federal  and  State  program  plans  and  priorities .   Grantees  would 
be  required  to  provide  for  linkages  among  relevant  health  care  and  educational 
entities,  including  community-based  public  health  organizations  and,  as 
feasible,  training  programs  for  other  health  professionals. 

Applications  for  funding  would  be  accepted  from  one  or  more  of  the  following: 
schools  of  nursing.  State  or  local  governments,  or  other  appropriate  public  or 
nonprofit  private  entities.   Direct  Federal  activities  also  could  be  supported 
as  appropriate . 

Funds  could  be  used  for  training  program  development  and  support,  faculty 
development,  model  demonstration,  trainee  stipends  or  fellowships,  technical 
assistance,  workforce  analysis,  dissemination  of  information,  or  other 
activities  that  will  produce  desired  outcomes. 
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Requiring  grant  applicants  to  specify  and  meet  performance  outcome  standards 
would  be  responsive  to  Administration  and  congressional  concerns  about  the 
need  to  focus  scarce  Federal  resources  on  activities  having  a  demonstrable 
impact  on  the  accomplishment  of  national  nursing  workforce  objectives. 

The  requirements  that  projects  be  consistent  with  related  Federal  and  State 
program  plans  and  that  grant  applicants  provide  for  linkages  among  relevant 
health  care  and  educational  entities  as  appropriate  would  help  assure  that 
training  projects  meet  identified  service  needs  and  that  there  would  be 
appropriate  collaboration  among  interested  service  facilities  and  educational 
institutions,  including  other  health  professions  training  programs. 

Permitting  use  of  available  funds  for  training  program  development  and 
support,  faculty  development,  model  demonstrations,  trainee  stipends  or 
fellowships,  technical  assistance,  workforce  analysis,  or  information 
dissemination,  as  needed,  would  maximize  the  "leveraging  potential"  of  limited 
Federal  dollars  in  communities  that  have  differing  educational  and  health  care 
needs  and  resources.   Flexibility  for  use  of  funds  would  apply  both  to  the 
government  and  to  individual  grantees . 

Funds  could  be  used  for  training  program  development  and  support,  faculty 
development,  model  demonstration,  trainee  stipends  or  fellowships,  technical 
assistance,  workforce  analysis,  dissemination  of  information,  or  other 
activities  that  will  produce  desired  outcomes. 

The  Secretary  would  be  authorized  to  require  non- Federal  matching  of  Federal 
grant  funds  as  appropriate  to  assure  institutional  commitment  to  projects. 
Grantees  would  be  required  to  meet  information  requirements  as  specified  by 
the  Secretary. 

The  National  Advisory  Council  on  Nurse  Education  and  Practice  would  continue 
to  advise  the  Secretary  on  the  range  of  issues  relating  to  nurse  supply, 
education,  and  practice  improvement,  with  funds  appropriated  under  the  Nursing 
Education/Practice  Initiative  authority  being  permitted  to  be  utilized  to 
support  the  Council's  activities. 

Funding  for  the  Nursing  Education/Practice  Cluster  program  for  the  last  five 
years  has  been  as  follows: 


1992  57,196,000 

1993  58,487,000 

1994  61,487,000 

1995  58,640,000 

1996  Policy  55,672,000 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $70,000,000  is  an  increase  of  $14,328,000  above  the 
FY  1996  policy  level.   The  increase  of  $14,328,000  will  fund  new  grant 
applications  submitted  under  the  nursing  cluster  authorities,  workforce 
analytic  technical  assistance  to  States,  and  the  following  activities  targeted 
to  address  nursing  workforce  priorities  specific  to  the  nursing  clusters: 

Strengthening  Capacity  for  Basic  Nurse  Education  and  Practice 

A  special  initiative  will  be  launched  to  foster  linkages  and  partnerships 
between  associate  degree  and  collegiate  nursing  programs  for  these 
purposes;  (a)  to  develop  rapid  transition  baccalaureate  programs  to 
prepare  associate  degree  nurses  to  function  effectively  in  a  rapidly 
changing  health  care  system;  (b)  short  term  retraining  programs  for  nurses 
moving  from  acute  care  hospital -based  settings  to  community-based 
settings;  (c)  short  term  retraining  programs  for  hospital  nurses  to  work 
more  effectively  in  changed  hospital  environments. 

A  special  initiative  will  be  supported  to  enhance  educational 
opportunities  in  underserved  areas  by  converting  associate  degree  programs 
located  in  underserved  areas  into  baccalaureate  programs  which  focus  on 
the  needs  of  rural,  underserved  and  minority  populations. 

A  special  initiative  for  faculty  development  in  nursing  informatics  will 
be  supported.   This  initiative  will  focus  on  developing  faculty  skills  in 
using  computers  and  computer  technology  within  nursing  education  and 
practice  to  assure  that  students /graduates  are  adequately  prepared  to  work 
in  health  care  settings. 

Refinement  of  tools  uo  provide  assistance  to  State  Workforce  Activities 
using  Division  of  Nursing  models.   The  Division  of  Nursing  has  a  number  of 
models  which  provide  projections  on  the  supply  and  requirement  of  nurses 
at  a  State  as  well  as  national  level.   For  maximum  use,  these  models  need 
to  be  refined  for  easy  personal  computer  use  and  training  sessions  need  to 
be  conducted  to  demonstrate  their  use. 

Nurse  Practitioner,  Nurse  Midwives  and  other  advanced  Practice  nurses. 

A  special  initiative  to  fund  educational  outreach  efforts  to  targeted 
undeserved  areas  by  developing  remote  advanced  practice  graduate  programs 
from  established  graduate  nursing  programs. 

Increasing  Nursing  Workforce  Diversity 

The  development  of  an  expanded  data  base  on  minority  registered  nurses  is 
needed  because  of  the  increased  emphasis  on  workforce  diversity  and  the 
limitations  of  existing  data.   To  obtain  such  data  an  enhanced  sample 
survey  with  an  expanded  sample  of  minority  nurses  will  be  designed  and 
initiated. 

Follow  up  on  congressionally  mandated  studies  -  An  analysis  of  the 
utilization  of  nursing  personnel  in  health  care  delivery  settings  and  the 
factors  that  influence  the  utilization  will  be  undertaken.   Changes  in  the 
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delivery  of  health  care  and  the  need  for  cost  effective  approaches  have 
affected  the  numbers  and  the  skill  mix  of  personnel  used  to  provide 
nursing  services.   Information  on  these  changes  are  necessary  to  planning 
for  the  development  of  appropriate  nursing  resources. 

The  minority  congress  identified  several  innovative  projects  to  enhance 
the  recruitment,  retention  and  graduation  of  minority  students.   These 
projects  are  generally  undertaken  at  the  local  level  and  represent  grass 
root  efforts  to  address  issues  pertaining  to  diversity.   It  is  anticipated 
that  several  of  these  small  innovative  projects  will  be  funded. 

Repeat  of  study  that  focused  on  Hispanics  to  now  focus  on  American 
Indians . 

The  workforce  analytic  activity  includes  two  regionally-based  centers  that 
would  assist  State  governments  in  assessing  their  priority  workforce  needs. 
The  centers  would  be  established  to  examine  the  adequacy  of  the  health 
professions  workforce  at  State  and/or  regional  levels  and  develop  a  health 
workforce  plan  to  address  identified  workforce  needs.   Funding  for  the  centers 
would  be  provided  through  a  cooperative  agreement  mechanism  with  the  States. 
This  new  initiative  would  expand  upon  current  efforts  to  provide  technical 
assistance  to  States  and  regions  for  workforce  analytic  activities.   This  new 
initiative  also  includes  a  National  Public/Private  Health  Professions  Analytic 
Council  to  support  and  advise  the  activities  of  the  cooperative  agreements,  as 
well  as  prepare  for  national  dissemination,  the  models  and  other  processes 
gained  from  the  analytical  initiatives. 

In  addition  to  the  increase,  the  total  request  will  provide  for  funding  of  all 
on-going  continuation  grants  and  new  grant  applications  submitted  under  the 
nursing  cluster  authorities. 

Most  of  the  existing  Title  VIII  grant  program  authorities,  which  technically 
expired  at  the  end  of  FY  1994,  contain  eligibility  and  project  requirements 
that  limit  the  Administration's  ability  to  address  high-priority  nurse 
education  and  practice  needs  in  the  most  efficient  and  effective  manner.   For 
example,  the  existing  Special  Projects  authority  is  restricted  to  only  four 
specific  activities,  which  precludes  funding  for  initiatives  in  such  important 
areas  as  school  nursing,  care  of  the  elderly,  prevention  and  treatment  of 
HIV-AIDS,  case  management  and  quality  improvement,  improved  cultural 
competence,  and  encouragement  of  career  mobility. 

Similarly,  the  existing  advanced  practice  nursing  authorities  offer  only 
fragmented  support  for  educational  programs,  faculty  development,  and  aid  for 
students;  and,  as  a  result,  eligible  institutions  frequently  must  obtain 
separate  grants  for  each  of  several  related  purposes. 

None  of  the  existing  grant  authorities  provides  for  use  of  program  funds  for 
workforce  analytic  activities,  despite  the  urgent  need  for  more  information  on 
how  best  to  train  and  utilize  nurses  with  various  levels  of  competency  in 
different  types  of  practice  settings. 

The  proposed  consolidation  of  authorities  would  assure  attention  to  certain 
high-priority  national  nursing  needs,  while  allowing  flexibility  to  pursue 
special' initiatives  to  meet  emerging  nursing  service  requirements. 
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There  would  be  an  elimination  of  unnecessary  restrictions  on  the  award  and 
utilization  of  Title  VIII  grant  funds  which  would  help  the  government  address 
unmet  nurse  education  and  practice  needs  of  the  American  people. 

Outcomes : 

Under  the  proposed  clustered  authority,  we  would  anticipate  a  smaller  number 
of  larger  grants,  contracts,  and  cooperative  agreements  awarded  in  FY  1997. 
Since  this  is  a  new  legislative  approach,  no  historical  data  are  available  on 
cluster  outcomes.   We  would  expect  to  see  outcomes  in  the  following  areas: 

•  Increase  in  the  number  of  minority/disadvantaged  nursing  students 
graduating  from  nursing  school s /programs . 

•  Increase  in  the  number  of  nurse  practitioner,  nurse  midwive,  and  nurse 
anesthetist  students  in  practice  serving  underserved  areas,  low- income 
populations,  and/or  high-risk  populations. 

•  Increase  in  the  number  of  nurse  clinics  providing  services  to  vulnerable 
populations  in  elementary  schools,  senior  citizen  centers,  colleges, 
housing  complexes,  homeless  shelters,  and  other  areas  of  need. 
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1995 

1996 

Actual 

Policv 

£A 

B& 

Iser  Fee 

Collections 

$10,767,959 

$7,800, 000 

National  Practitioner  Data  Bank 

Authorizing  Legislation  -  Public  Health  Service  Act,  Title  IV,  P.L.  99-660, 
The  "Health  Care  Quality  Improvement  Act  of  1986," 
as  amended  by  P.L.  100-177.*   Section  5,  Medicare 
and  Medicaid  Patient  Protection  Act  of  1987 
(P.L.  100-93)  and  the  Omnibus  Budget  Reconciliation 
Act  of  1990  (P.L.  100-508) . 

Increase 
1997  or 

Estimate    Decrease 

fiA.  BA 

$6,000,000     -$1,800,000 

1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

The  Health  Care  Quality  Improvement  Act  of  1986  requires  the  Secretary  of 
Health  and  Human  Services  to  establish  a  national  system  (data  bank)  for  the 
receipt,  storage  and  dissemination  of  information  on  paid  medical  malpractice 
judgments  and  settlements,  sanctions  taken  by  Boards  of  Medical  Examiners, 
losses  of  membership  in  professional  societies,  and  certain  professional  review 
actions  taken  by  health  care  entities.   Insurance  companies,  State  licensure 
boards  and  authorities,  and  other  health  care  entities  and  professional 
societies  are  required  to  report  information  to  the  data  bank  within  30  days  of 
each  action.   The  coverage  of  the  data  bank  includes  dentists  and  physicians; 
and  with  respect  to  malpractice  settlements  and  judgments,  other  categories  of 
licensed  health. professionals . 

The  National  Practitioner  Data  Bank  (NPDB)  protects  the  public  by  assuring  that 
information  about  medical  and  dental  malpractice  payments  and  other  sanctions 
is  available  to  hospitals,  licensing  authorities  and  professional  societies. 
The  existence  of  the  data  bank  makes  it  difficult  for  practitioners  to  hide 
such  penalties  by  practicing  in  another  State. 

Amendments  made  to  the  Health  Care  Quality  Improvement  Act  of  1986  provide  for 
user  fees  to  cover  processing  requests  and  providing  information  to  users  of 
the  data  bank.   Fiscal  year  1993  appropriation  language  further  expanded  this 
authority  to  require  user  fee  collections  to  cover  the  full  cost  of  National 
Practitioner  Data  Bank  operations. 
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Funding  for  the  National  Practitioner  Data  Bank  program  during  the  last  five 
years  has  been  as  follows: 

User  Fee 
S  Collections 


1992  379,000  $5,339,773 

1993  ---  6,716,390 

1994                  9,931,140 

1995                  10,767,959 

1996  Policy  ---  7,800,000 


Program  Accomplishments: 

(1)  Option  to  Pay  Fees  bv  Credit  Card 

.   Two  years  ago  the  Data  Bank  offered  its  customers  the  option  to  pay  their 
fees  by  credit  card.   Today  75  percent  of  bills  are  paid  by  credit  card 
and  more  than  60  percent  of  revenues  come  from  this  source.   More  than  a 
year  ago  the  Data  Bank  began  offering  electronic  funds  transfer  (EFT) 
through  the  Automated  Clearing  House  as  an  alternative  method  of  payment . 
Today  EFT  accounts  for  18  percent  of  Data  Bank  revenues.   Total  conversion 
to  credit  card  and  other  forms  of  electronic  funds  transfer  could  save 
Data  Bank  customers  $1.2  million  annually. 

(2)  Electronic  Network 

Another  $7.5  million  in  customer  fees  is  being  avoided  by  responding  to 
queries  electronically  rather  than  on  paper.   Electronic  response  has  been 
installed  and  is  currently  being  employed  to  respond  to  queries  submitted 
over  the  electronic  network.   Full  use  of  the  network  for  both  receiving 
and  responding  to  queries  should  allow  the  Data  Bank  to  respond  to  every 
query  within  24  hours  and  could  save  Data  Bank  customers  another 
$1  million  annually. 

(3)  Acceptance  of  Responses  from  Practitioners  to  Every  Report  in  Bank 

Two  years  ago  the  Data  Bank  announced  that  it  would  accept  responses  from 
practitioners  to  every  report  in  the  Bank.   What  that  means  is  that  every 
practitioner  can  tell  his,  or  her,  side  of  the  story  if  so  desired.   This 
was  only  possible  in  the  past  if  practitioners  chose  to  dispute  their 
reports  and  then  only  in  a  very  few  cases.   This  new  feature  has  proven  to 
be  very  popular  and  has  the  added  benefit  of  reducing  disputes  by  about  40 
percent . 

(4)  Operator-Assisted  Self-Queries 

Practitioners  query  the  NPDB  infrequently,  consequently  their  self-queries 
are  prone  to  error.   In  the  prior  system,  the  rejection  rate  approached  10 
percent.   The  Data  Bank  now  offers  practitioners  the  opportunity  to  have 
operators  take  their  self -query  information  over  the  phone.   This  assures 
accuracy  and  has  reduced  the  rejection  rate  to  about  one  percent.   To 
ensure  the  security  of  the  system  the  staff -completed  queries  are  returned 
to  the  practitioners  for  verification  and  notarization  before  processing. 


24-955  96-19 
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Rationale  for  the  Budget  Request 

Collections  in  FY  1997  for  the  National  Practitioner  Data  Bank  are  estimated  to 
be  $6,000,000,  a  reduction  of  $1,800,000  below  FY  1996.   The  reduction  in 
collections  is  based  on  an  anticipated  increase  in  the  percentage  of  queries 
both  submitted  electronically  and  also  paid  for  by  credit  card  or  by  electronic 
funds  transfer  which  are  the  least  expensive  queries  to  process  and  which 
result  in  the  lowest  possible  fee  of  $2.00  per  query. 

Operational  costs  of  the  data  bank  include: 

1 .  Contract  Data  Bank  operations 

►  Responding  to  requests  for  information  &  assistance 

»   Receiving  and  encoding  information  into  the  Data  Bank 

►  Providing  information  to  individuals  who  query  the  Data  Bank  about 
themselves  and  are  exempted  from  user  fees 

►  Systems  enhancements  to  make  the  Data  Bank  more  accessible  to  users 

►  Development  of  and  transition  to  new  Data  Bank  system  and  operation 

►  Maintaining  a  telecommunications  network  for  transmitting  reports  and 
requests  for  information  to  the  Data  Bank  and  responses  in  return 

►  Support  for  fee  collection  and  debt  management 

2.  Non-contract  data  bank  onerations 

•  Oversight  of  Data  Bank  operations  &  systems  security 

►  Federal  contract  management 

►  Periodic  contract  recompetition 

►  Development  &  interpretation  of  Data  Bank  program  policy 

►  Printing  of  Data  Bank  forms,  instructions  and  Guidebook 

•  Management  of  a  system  to  resolve  disputes  about  the  accuracy  of  Data 
Bank  information 

►  Development  of  specifications  for  Data  Bank  system  enhancements 

►  Management  of  a  research  capability  based  on  Data  Bank  information 

•  Management  of  a  continuous  quality  improvement  program 

►  Fee  collection  via  a  debt  management  system 

System  enhancements  planned  for  FY  1996  are  designed  to  improve  service  and 
avoid  or  reduce  costs  to  NPDB  customers.   The  system  enhancements  follow: 

•  Entities  will  be  allowed  to  file  reports  to  the  NPDB  electronically  which 
will  reduce  errors  as  well  as  reduce  processing  time  from  10  days  to  1  day 
for  30,000-35,000  report  transactions  per  year.   Because  of  volume,  cost 
savings  to  the  NPDB  will  be  modest.   One  hundred  percent  electronic 
reporting  would  save  about  $200,000  in  contract  costs. 

•  A  new  version  of  user  software  will  be  offered  in  multiple  formats  for  the 
first  time  so  that  customers  will  no  longer  need  to  maintain  multiple 
operating  systems  unnecessarily. 

•  Processing  capacity  will  be  upgraded  by  600  percent  to  allow  for  handling 
up  to  3,000  transactions  per  hour  (125,000  per  40  hour  week).   Current 
capacity  is  500  per  hour  against  a  workload  of  50,000-55,000  transactions 
per  week. 
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•   Improve  matching  algorithm  to  reduce  or  eliminate  partial  matches  which 
require  manual  intervention  for  resolution.   Currently,  about  3  percent  of 
queries  result  in  partial  matches.   Total  elimination  would  save 

$150, 000- $200, 000  in  contract  costs. 

In  FY  1997  it  is  estimated  that  98  percent  of  queries  will  be  electronic. 


FY  1995           FY  1996  FY  1997 

Actual  PPiiCV  Estimate 


Total  Number  of  Queries...    2,069,004 
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Maternal  and  Child  Health  Block  Grant 

Authorizing  legislation  -  Title  V  of  the  Social  Security  Act. 


Increase 


1995 

1996 

1997 

or 

Actual 

Policv    1/ 

Estimate 

Decrease 

Bfi 

B& 

B& 

$683,950, 000 

$681,195,000 

$681,061,000 

-$134,000 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment . 

1997  Authorization $705,  000,  000 

Purpose  and  Method  of  Operation 

The  MCH  Block  Grant  program  is  administered  as  a  Federal-State  partnership  to 
improve  the  health  of  all  mothers,  children  and  adolescents  consistent  with 
the  national  health  objectives  for  the  year  2000.   Approximately  16.1  million 
women,  infants,  children,  adolescents,  and  children  with  special  health  care 
needs  are  provided  services  under  this  program. 

The  Block  Grant  makes  a  major  difference  in  the  lives  of  all  families  and  to 
low-income  recipients  in  particular,  for  whom  access  to  comprehensive  health 
services  require  more  than  financing  mechanisms.   The  MCH  Block  Grant  provides 
leadership  in  strengthening  and  reshaping  the  system  of  care  and  linking 
Federal /State/ local  and  private  programs  to  improve  the  health  of  mothers  and 
children,  thereby  creating  an  environment  that  encourages  the  reduction  of 
risk  behaviors,  promotion  of  optimal  growth  and  development,  prevention  of 
disease  and  disability,  and  achievement  of  the  Healthy  Children  2  000 
objectives. 

Title  V  of  the  Social  Security  Act  provides  that  the  amount  appropriated  for 
the  MCH  Block  Grant  be  used  as  follows:  Of  the  amount  appropriated  up  to  $600 
million,  85  percent  is  for  allocation  to  the  States  and  15  percent  is  for  the 
special  projects  of  regional  and  national  significance  (SPRANS)  Federal  set- 
aside;  for  the  amount  appropriated  over  $600  million,  12.75  percent  is  for  the 
community  integrated  service  systems  (CISS)  Federal  set-aside  program,  and  the 
remaining  amount  is  distributed  85  percent  for  allocation  to  the  States  and  15 
percent  for  SPRANS. 

Block  Grant  funds  to  States  are  allocated  on  a  pro-rata  (percentage)  method 
based  on:   (1)  FY  1981  levels  of  funding  for  MCH-related  programs  which  were 
combined  into  the  MCH  block  grant  when  it  was  initiated  in  FY  1982;  and  (2) 
the  number  of  low  income  children  in  the  State.   States  must  earmark  at  least 
30  percent  of  their  Federal  allotment  for  preventive  and  primary  care  services 
for  children  and  at  least  30  percent  for  services  for  children  with  special 
health  care  needs.   States  may  use  no  more  than  10  percent  of  their  federal 
allotment  for  administrative  costs  and  are  required  to  match  funds  at  the  rate 
of  three  State  dollars  for  every  four  Federal.   Many  States  provide  funding 
significantly  in  excess  of  the  required  match. 

SPRANS  funds  support  projects  in  the  categories  of  research,  training,  genetic 
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diseases  and  newborn  genetic  screening,  hemophilia,  and  maternal  and  child 
health  improvement,  especially  for  the  development  of  family  centered, 
community  based,  care  coordinated  services,  and  systems  of  care  for  mothers, 
infants,  children,  adolescents,  and  children  with  special  health  care  needs  as 
mandated  by  Title  V. 

CISS  funds  support  development  and  expansion  of  successful  model  service 
delivery  strategies  through  funding  six  additional  categories  of  projects 
including:   home  visitation;  increased  participation  of  obstetricians  and 
pediatricians  under  both  the  Block  Grant  and  Medicaid;  integrated  MCH  service 
delivery  systems;  MCH  centers  for  pregnant  women  and  infants;  MCH  services  to 
rural  populations;  and  outpatient  and  community  based  services  for  children 
with  special  health  care  needs. 

Funding  for  the  MCH  Block  grant  program  during  the  last  five  years  has  been  as 
follows: 


1992 

645 

873 

000 

1993 

664 

534 

000 

1994 

687 

034 

000 

1995 

683 

950 

000 

1996 

Policy 

681 

195 

000 

Rationale  for  the  Budget  Request 

The  FY  1997  MCH  Block  Grant  request  of  $681,061,000  is  a  decrease  of  $134,000 
below  the  FY  1996  policy  level.   This  request  would  provide  $570,116,864  for 
State  allocations,  $100,608,858  for  SPRANS  and  $10,335,278  for  CISS,  a 
decrease  from  the  FY  1996  policy  level  of  $99,377,  $17,538,  and  $17,085 
respectively.   The  reduction  of  $134,000  reflects  the  MCH  Block  Grant  portion 
of  the  $8  million  administrative  reduction.   This  request  reflects  the 
Department's  strong  commitment  in  maintaining  investments  which  support  Strong 
Foundations  and  Safe  Passages  for  our  Nation's  children. 

Program  Output  Data  (dollars  in  millions) 

FY  1995  FY  1996  FY  1997 

&££uaj Policy Estimate 

Amount  Projects  Amount  Projects    Amount  Projects 

Grants  to  States:     $572.3      59  $570.2     59     $570.1      59 

SPRANS  Set-aside: 

Research 8.3  38  8.1  37  8.1  36 

Training 35.8  151  35.8  151  35.8  151 

Hemophilia 5.3  28  5.3  28  5.3  28 

Genetics 9.2  50  9.2  50  9.2  50 

MCHIPS 42.4  282  42.2  281  42.2  281 


Subtotal, SPRANS. . .    $101.0      549      $100.6     547      $100.6      546 
CISS  Set-aside $10.7       82       $10.4      82       $10.3       82 
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Healthy  Start  Initiative 

Authorizing  Legislation  -  Section  301  of  the  Public  Health  Service  Act. 

Increase 
1995  1996  1997    ,  or 

Actual  Policy    1/       Rstimate Decrease 

£A  B&  B&  Bo 

$104,220,000  $74,969,000         $74,838,000        -$131,000 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 

1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

The  purpose  of  the  Healthy  Start  Initiative  is  to  identify  a  broad  range  of 
community-driven  strategies  and  interventions  which  could  successfully  and 
significantly  reduce  infant  mortality.   The  intended  goal  is  to  reduce  infant 
mortality  by  50  percent  in  the  15  original  Healthy  Start  communities  in  5 
years.   The  initiative  was  first  funded  in  FY  1991,  in  which  funds  supported 
comprehensive  planning  activities  in  the  original  15  projects.   Program 
implementation  and  provision  of  services  began  in  FY  1993.   The  Initiative  was 
expanded  in  FY  1994  with  the  inclusion  of  a  Special  Projects  program,  which 
supported  an  additional  seven  urban  and  rural  communities  to  implement  infant 
mortality  reduction  strategies  and  interventions. 

Healthy  Start  brings  to  focus  the  need  to  strengthen  and  enhance  community 
systems  of  maternal  and  infant  care.   Healthy  Start  challenges  communities  to 
fully  address  the  medical,  behavioral  and  psychosocial  needs  of  women  and 
infants.   The  principles  guiding  the  planning  and  operation  of  the  program  are 
innovation,  community  commitment  and  involvement,  increased  access,  service 
integration,  and  personal  responsibility.   A  unique  hallmark  of  the  projects 
is  the  development  of  strong  coalitions  of  local  and  State  governments,  the 
private  sector,  schools,  religious  groups,  and  neighborhood  organizations. 

The  Healthy  Start  Initiative  also  features  an  aggressive  national  and  local 
public  service  information  and  education  component  to  raise  awareness  of 
infant  mortality,  and  promote  prenatal  care  and  other  healthy  behaviors.   An 
on-going  extensive  outcomes  and  process-oriented  national  evaluation  will 
expand  knowledge,  and  assess  diverse  interventions  and  their  effectiveness 
across  distinct  populations.   In  addition,  all  projects  also  conduct  local 
evaluations.   As  vital  records  data  for  the  concluding  year  of  the 
demonstration  phase  of  the  Initiative,  1996,  becomes  available  to  complete  the 
national  evaluation,  the  impact  of  the  demonstration  phase  of  the  Healthy  Start 
Initiative  on  reduction  of  infant  mortality  can  then  be  assessed.   However, 
1994  preliminary  and  provisional  vital  statistics,  as  reported  by  the  projects, 
indicated  a  decrease  of  infant  mortality  and  low  birth-weight  in  targeted 
project  areas,  especially  among  clients  participating  in  project  services. 

The  15  original  projects  have  laid  the  ground  work  for  powerful,  working 
infrastructure,  including:  functional  consortia,  integrated  service  delivery 
systems,  operational  Infant  Mortality  Reviews,  management  information  systems 
and  other  mechanisms  that  feed  data  back  into  the  community  for  decision 
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making. 

The  projects  have  achieved  a  significant  increase  in  the  number  of  pregnant 
women  entering  prenatal  care  in  the  first  trimester  and  declines  in  third 
trimester  enrollment;  an  increase  of  infants  participating  in  EPSDT;  an 
increase  in  the  number  of  women  who  abstained  from  smoking;  a  decrease  in 
substance  abusing  pregnant  women;  and  an  increase  in  alcohol  abstinence. 

A  number  of  projects  have  developed  one-stop  models  of  co-located  services  and 
experienced  a  marked  reduction  of  infant  mortality  in  these  neighborhood-based 
models.   The  program  has  also  learned  that: 

consortium  development  and  empowerment,  although  a  complex,  labor- 
intensive  difficult  process  is  a  critical  element  to  success; 
broad  based  public  and  private  sector  partnerships  increase  local 
resource  collaboration  and  utilization; 

integrating  comprehensive  prenatal  care  with  facilitating  services  (e.g. 
child  care  and  transportation)  appear  to  be  effective; 
mobile  vans  providing  assessments  and  referrals  are  useful  in 
facilitating  access; 

personalized  case  management  with  high  risk  pregnant  women  has  had  a 
significant  impact  on  infant  mortality  reduction; 

outreach  activities  are  effective  tools  to  reach  out  to  targeted  clients; 
broad  based  public  information  and  education  efforts  have  elevated  the 
awareness  of  problems  associated  with  infant  mortality  and  promoted 
healthy  behaviors; 

school-based  health  and/or  teen  pregnancy  prevention  programs  and 
programs  that  promote  healthy  lifestyles  and  youth  empowerment  can 
decrease  high  risk  behaviors; 

preventive  services  such  as  home  visiting,  nutrition  and  substance  abuse 
counseling  can  also  reduce  risk-taking  behaviors; 

participation  of  male  partners/spouses  has  increased  their  involvement  in 
the  perinatal  services;  and 

training  and  utilization  of  indigenous  community  workers  provide 
employment  and  expand  local  economic  development  opportunities. 

Funding  for  the  Healthy  Start  Initiative  program  for  the  last  five  years  has 
been  as  follows: 


1992  1/  61,161,000 

1993  79,325,000 

1994  U  97,500,000 

1995  104,220,000 

1996  Policy  74,969,000 


FY   1992    funds   supported   first   operational   year   for   the   15   original  projects. 

Seven  new  projects  were   funded  with  the  expansion  of   the  Healthy  Start   Initiative  special 

Projects   Program 


582 


in 


Rational  for  the  Budget  Request 

The  FY  1997  request  of  $74,838,000  is  a  decrease  of  $131,000  below  the  FY  1996 

level . 

The  FY  1997  funds  would  provide  the  opportunity  to  replicate  the  best  models 
from  the  demonstration  phase  of  the  Initiative  and  share  lessons  learned  with 
over  300  urban  and  rural  communities  with  a  high  rate  of  infant  mortality. 

$20  million  would  be  awarded  to  approximately  12-15  existing  projects  for 
continued  support  of  selected  successful  strategies/ interventions  and  the 
utilization  of  these  projects  as  resource  centers,  thereby  maximizing  the 
lessons  learned  to  date  in  the  reduction  of  infant  mortality  and  low/very  low 
birth  weight  births.   These  projects  would  also  further  develop  their 
relationships  for  utilization/integration  of  successful  components  with  managed 
care  organizations,  and  their  State  and  other  community-based  programs,  thereby 
promoting  their  own  sustainability  as  a  vital  player  in  community-based  systems 
of  health  care. 

$55  million  would  be  awarded  to  approximately  25-30  new  community-based 
projects  to  replicate  successful  strategies/ interventions  of  infant  mortality 
reduction  in  furtherance  of  their  own  individual  programs  already  underway. 
These  projects  in  turn  would  develop  into  resource  centers  for  other 

communities. 

Program  Output  Data: 


Number  of  projects. 


FY  1995 

FY  1996 

FY  1997 

Actual 

Pol  icy 

Rsfiniarp 

22 

22 

37-45 
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Emergency  Medical  Services  for  Children 

Authorizing  Legislation  -  Section  1910  of  the  Public  Health  Services  Act. 

Increase 
1995  1996  1997  or 

Actual  Policy    1/     Estimate Decrease 

fiA  BA  B&  BA 

$10,000,000  $10,429,000  $9,333,000       -  $1,096,000 

1  Based  on  levels  of  the  ninth  CR.  Including  an  incremental  policy  adjustment. 

Purpose  and  Method  of  Operation 

The  Emergency  Medical  Services  for  Children  (EMSC)  demonstration  program  was 
created  to  enhance  and  expand  delivery  of  emergency  medical  services  (EMS)  for 
acutely  ill  and  seriously  injured  children. 

The  goal  of  the  EMSC  program  is  the  reduction  of  mortality  and  morbidity, 
particularly  in  children  and  youth,  sustained  as  a  result  of  severe,  acute 
illness  or  trauma.   To  this  end,  the  EMSC  program  provides  support  to  projects 
which  demonstrate/implement  components  of  a  model  EMSC  system  such  as: 
developing  pre-hospital  protocols  for  triage  and  treatment  of  children; 
developing  and  implementing  curricula  for  pre-hospital  and  emergency 
department  staff  addressing  the  differences  between  children  and  adult 
patients;  and  developing  standards  for  hospital  facilities  accepting  pediatric 
patients. 

Funding  levels  for  the  EMSC  program  during  the  last  five  years  have  been  as 
follows: 

_$_ 


1992 

4 

811 

000 

1993 

4 

850 

000 

1994 

7 

500 

000 

1995 

10 

000 

000 

1996  Policy 

10 

429 

000 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $9,333,000  is  a  decrease  of  $1,096,000  from  the  FY  1996 
policy  level.   This  request  will  support  approximately  seven  fewer  State 
grants  as  in  FY  1996. 

The  EMSC  program  will  continue  to  help  the  public  understand  the  problems  of 
EMS,  and  the  special  problems  for  children,  and  will  continue  to  work  with 
professional  organizations  to  develop  additional  training  for  EMS  personnel. 
The  program  will  also  continue  working  toward  the  goal  of  providing  grants  to 
all  States  to  improve  and  integrate  emergency  care  for  children  into  the 
overall  EMS  system. 

Program  Output  Data 
Project  Grants. . . 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policy 

F.arimafp 

45 

48 

41 

584 


113 


Health  Teaching  Facilities 

Authorizing  Legislation  --  Appropriation  language  required 


1995 

Actual 

SA 

$411,000 


1996 

Policy  1/ 

$411,000 


1997 

Estimate 

B& 

$297,000 


Increase 

or 
Decrease 

£A 
-$114,000 


1/  Based  on  levels  of  the  ninth  CR.  including  an  incremental  policy  adjustment 

1997  Authorization Expired 

Purpose  and  Method  of  Operation 

This  activity  continues  support  for  three  loan  guarantees  and  interest  subsidy 
payments  for  construction  of  health  professions  teaching  facilities.  The  loan 
guarantees  were  made  prior  to  Fiscal  Year  1981  under  a  now  discontinued  Part  B 
of  Title  VII  of  the  Public  Health  Service  Act.  The  interest  subsidy,  which 
does  not  exceed  the  rate  of  three  percent,  is  paid  to  the  lending  institution. 

Funding  for  the  Health  Teaching  Facilities  program  during  the  last  five  years 
has  been  as  follows: 


1992 

450,000 

1993 

414,656 

1994 

415,000 

1995 

411,000 

1996  Policy 

411,000 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $297,000  will  provide  for  the  payments  of  interest 
subsidies  on  three   guaranteed  30  year  loans.  The  payment  of  these  interest 
subsidies  is  a  continuing  obligation  of  the  Federal  government  until  the  loans 
mature.   One  loan  is  scheduled  to  mature  in  FY  2001  and  the  remaining  two 
loans  are  scheduled  to  mature  in  FY  2004. 


Interest  Subsidies  Payments 

Lenders  Receiving  Interest  Subsidies 


Schools  Receiving  Benefits 

under  the  Loan  Guarantee  Provision 


FY  1995 
$365,000 


FY  1996 
$332,000 


FY  1996 
$296,000 
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Organ  Procurement  and  Transplantation 

Authorizing  Legislation  --  Sections  371-377  of  the  Public  Health  Service  Act. 

Increase 


1995 

aa 

$2,629, 000 


1996 

Policy 

aft 

$2,296,000 


1/ 


1997 
Estimate 

aft 

$2,296,000 


Decrease 


1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 


Network:  (795,000) 
Registry:  (1,546,000) 
Awareness:    (288,000) 


(750,000) 

(1,300,000) 

(246,000) 


(750,000) 

(1,300,000) 

(246,000) 


1997  Authorization Expired 


Purpose  and  Method  of  Operation 

This  program  provides  funds,  through  a  federal  contract,  to  support  the 
National  Organ  Procurement  and  Transplantation  Network  (OPTN) .   The  OPTN  is 
designed  to  assure  the  equitable  distribution  of  available  organs  to  patients 
in  need  of  an  organ  transplant.  The  OPTN  maintains  a  24-hour  telephone  service 
to  aid  in  matching  donor  organs  with  potential  organ  recipients  and  to 
coordinate  placement  efforts  with  Organ  Procurement  Organizations  and 
transplant  centers. 

The  program  also  funds,  through  a  federal  contract,  the  Scientific  Registry  of 
Transplant  Recipients  (SRTR) .   The  SRTR  maintains  demographic  and  clinical 
data  and  information  on  all  transplant  recipients.  These  outcome  data  are  used 
for  research  and  policy  making  related  to  organ  allocation,  patient  selection 
criteria  and  disease  progression  on  of  organ  transplants. 

The  program  also  provides  information  and  education  about  organ  donation  to 
the  general  public  and  such  groups  as   professional  associations,  health 
providers,  consumers,  insurers,  medical  societies,  and  State  health 
departments  and  the  general  public. 

Funding  for  the  Organ  Procurement  and  Transplantation  program  during  the  last 
five  years  has  been  as  follows: 


1992 

2,875,000 

1993 

2,767,000 

1994 

2,652,000 

1995 

2,629, 000 

1996  Policy 

2,296, 000 
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Rational*  for  the  Budget  Request 

In  Calendar  Year  1995,  there  were  approximately  5,300  organ  donors  in  this 
country,  an  increase  of  25%  since  1988.   Public  opinion  polls  now  indicate 
that  Americans  are  overwhelmingly  aware  of  organ  donation  and  transplantation 
and  approve  of  organ  donation.   In  order  to  carry  through  with  this  promise,  a 
concerted  national  effort  needs  to  be  made  to  ensure  that  when  faced  with  the 
donation  decision,  Americans  will  actually  donate.  Since  1988  organ 
transplantation  has  increasingly  become  the  treatment  of  choice  for  a  large 
number  of  end  stage  organ  diseases.   Medicare  payment  for  transplantation  has 
been  expanded  to  cover  organ  transplantation  for  kidney,  heart,  liver  and  lung 
diseases  at  Medicare  approved  centers.   Since  1988  the  demand  for  transplants 
has  increased  by  23%  annually  and  the  number  of  transplants  performed  has 
increased  by  7%  annually.   Because  of  the  annual  disparity  between  the  demand 
for  organ  transplantation  and  the  supply  of  organs  available,  the  pressure  to 
develcp  new  sources  and  to  ensure  the  highest  consent  rate  possible  has  also 
increased.   In  September  1992,  and  again  in  the  fall  of  1994,  the  Department 
and  UNOS,  its  contractor  for  the  Organ  Procurement  and  Transplantation  Network 
(OPTN) ,  issued  the  first  Center  Specific  Graft  and  Patient  Survival  Report. 
The  Report  was  widely  hailed  as  a  breakthrough  by  making  available  to 
transplant  candidates  information  on  patient  and  graft  survival.   Annually 
since  1990,  the  Department  also  receives  a  comprehensive  report  from  the  OPTN 
and  Scientific  Registry  which  includes  information  related  to  the  scientific 
and  clinical  status  of  organ  donation  and  transplantation. 

The  FY  1997  request  of  $2,296,000  for  Organ  Procurement  and  Transplantation 
will  provide  continued  support  for  the  OPTN  and  the  SRTR.   Of  this  amount,  it 
is  estimated  that  $750,000  would  be  used  to  continue  funding  of  the  OPTN  and 
$1,300,000  would  be  used  for  support  for  the  Scientific  Registry.   The  request 
provides  $246,000  for  contracts,  grants,  and  related  donor  awareness  and 
educational  activities  to  improve  organ  donation. 
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Health  Facilities  Construction 

Authorizing  Legislation  --  Section  1610(b)  of  the  Public  Health  Service  Act 

Increase 
1995  1996  1997  or 

Actual  Policy 1/     Estimate  Decrease 

BA  B&  BA  BA 

$10,000,000                                          $0  $2,000,000  +$2,000,000 

Non-add ( )  ($5,000,000)  (+$5,000,000) 

1/   Based  on   levels   of   the  ninth  CR,    including  an   incremental  policy  adjustment. 

1997  Authorization Such  sums  as  necessary 

Purpose  and  Method  of  Operation 

Section  1610  of  the  Public  Health  Service  Act  provides  authority  for  grants 

for  construction  or  modernization  of  certain  types  of  medical/health 

facilities. 

Funding  for  the  Health  Facilities  Construction  program  during  the  last  five 
years  has  been  as  follows: 


1992 

1993  

1994  

1995  $10,000,000 

1996  Policy  


Rationale  lot  the  Budget  Request 


The  FY  1997  request  of  $2,000,000  will  provide  grant  funds  for  the 
construction  and/or  renovation  of  health  facilities.   In  recent  years  there 
has  been  increased  interest  in  providing  small,  but  crucial,  resources  through 
this  program  to  communities  throughout  the  country  to  meet  unique  facility 
problems. 

One  such  facility  is  a  free-standing,  state  of  the  art  facility  that  will  put 
in  place  a  comprehensive  system  of  specialized  outpatient  care  for  confronting 
HIV/AIDS  and  other  related  communicable  diseases  located  at  the  Cook 
County/Rush  Health  Center  in  Chicago,  Illinois.   The  request  proposes 
$2  million  for  this  facility.   The  new  facilities  will  focus  on  specialized 
outpatient  care,  working  closely  with  community-based  providers;  clinical 
research;  and  prevention  through  education,  counseling,  and  testing.   The 
center  will  serve  as  a  referral  and  resources  hub  for  growing  networks  of 
public  and  private  care  providers,  and  provide  links  between  community 
providers  to  avoid  duplication  of  services. 
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Another  such  facility  would  be  the  Cytodiagnosis  Breast  Cancer  Center  in 
Englewood,  NJ,  a  comprehensive  facility  where  specialized  medical  personnel 
conduct  rapid,  highly  accurate  and  non-invasive  cancer  diagnosis  in  a  single- 
setting.   The  request  includes  $5  million  for  this  facility.   The  Center 
employs  a  condensed  diagnostic  process,  with  efficient  procedures  employed 
that  dramatically  ease  the  psychological  trauma  for  the  patient;  speed  the 
planning  of  further  treatment;  reduce  the  cost  of  care?  and  increase  patient 
volume.   The  Center's  facilities  are  in  critical  need  of  expansion. 
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National    Bone   Marrow   Donor    Program 

Authorizing  Legislation   --   Title   III   of   the   Public  Health  Service  Act. 

Increase 
1995  1996  1997  or 

Actual  Policy  1/  Estimate Decrease 

FTE  BA  FTE  BA  FTE  BA  FTP.         BA 

1      $15,360,000  5      $15,332,000  5      $15,332,000 

1/   Based  on   levels  of   the  ninth  CR.    including  an   incremental  policy  adjustment 

1997  Authorization Expired 

Purpose  and  Method  of  Operation 

The  National  Bone  Marrow  Donor  Registry  (NBMDR)is  operated  through  contract 
with  the  National  Marrow  Donor  Program,  Inc, (NMDP) .  It  has  been  operational 
now  for  several  years  under  authorities  previously  delegated  to  the  National 
Heart,  Lung,  and  Blood  Institute  (NHLBI)  of  the  National  Institutes  of  Health. 
The  NMDP  is  a  network  of  106  donor  centers,  109  collection  centers,  95 
transplant  centers,  11  recruitment  groups  and  a  Coordinating  Center  that  help 
patients  suffering  from  leukemia  or  other  blood  diseases  find  matching 
volunteer  unrelated  bone  marrow  donors  for  transplants.   The  NMDP  also  is  a 
research  organization,  studying  the  effectiveness  of  unrelated  marrow 
transplants  and  related  treatments.  It  currently  has  relationships  with 
transplant  centers  and/or  donor  registries  around  the  world.  Beginning  in 
FY  1995  the  authority  for  this  program  was  redelegated  to  the  HRSA  in  order  to 
consolidate  Department  transplant  activity  in  one  agency.   The  NBMDR  of 
volunteers  provides  for  an  improved  prospect  that  patients  needing  an 
unrelated  marrow  transplant  will  receive  it.   Allogeneic  bone  marrow 
transplantation  (from  another,  non-identical  person)  can  be  curative  for  a 
number  of  otherwise  fatal  blood  and  genetic  diseases  but  many  patients  who  are 
candidates  for  this  treatment  have  no  suitable  matched  relative  to  be  the 
donor,  and  hence,  must  rely  upon  marrow  from  a  carefully  selected  unrelated 
donor,  matched  for  tissue-type. 

Since  1987,  when  the  program  first  facilitated  two  transplants,  there  have 
been  more  than  4,000  bone  marrow  transplants  and  a  total  of  1.95  million  bone 
marrow  transplant  volunteers.  At  any  given  time,  there  are  an  average  of  2,000 
active  searches  of  the  Registry  and  approximately  80+  transplants  monthly.  The 
chances  of  any  two  unrelated  individuals  matching  vary  widely  depending  on  how 
frequently  the  individual's  antigens  are  found  in  the  population. 

Currently  there  is  also  a  great  need  to  increase  the  number  of  minority 
donors,  particularly  African  Americans.   Only  2.7  percent  of  unrelated  bone 
marrow  transplant  patients  are  African  American  and  only  4.3  percent  have  been 
Hispanic. 

In  FY  1995,  $15,360,000  in  resources  were  transferred  to  HRSA  through  an 
Intra-agency  Agreement  between  NHLBI  and  HRSA. 
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Rationale  for  the  Budget  Request 

The  FY  1997  Request  of  $15,332,000  will  provide  $14,750,000  for  the  third  year 
of  a  three  year  contract  with  the  National  Marrow  Donor  Program,  Inc. (NMDP) 
and  its  National  Bone  Marrow  Donor  Registry  (NBMDR)and  $582,000  for  program 
management . 
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Program  Management 

Authorizing  legislation  -  Public  Health  Service  Act,  Title  III,  Section  301. 

Increase 
1995  1996  1997  Or 

aCtMi ES2ii£2£ 1/        Estimate Decrease 

PTE  B£,  FTE  RA,  PTE  HA  FTE  BA 

1.286      $120,909,000  1,253      Sill. 640. 000  1.253        S112.949.000  ---    tSl.309.000 

1/   Based  on  levels  of   the  ninth  CR,    Including  an   incremental  policy  adjustment. 


1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

The  Health  Resources  and  Services  Program  Management  activity  exercises 
leadership  responsibility  of  coordinating,  directing,  and  managing  the 
functions  and  activities  of  the  Health  Resources  and  Services  Administration 
by  supporting  a  staff  to  plan,  direct,  and  administer  the  Bureau  of  Primary 
Health  Care,  the  Bureau  of  Health  Professions,  the  Maternal  and  Child  Health 
Bureau,  the  Bureau  of  Health  Resources  Development,  the  Office  of  the 
Administrator,  and  the  Office  of  Rural  Health.   Personnel  and  activities  are 
located  in  Rockville,  MD,  Bethesda,  MD  and  in  field  offices. 

National  leadership  and  direction  as  well  as  local  technical  assistance  and 
program  guidance  is  provided  to: 

•  Primary  Care  Programs  including  Community  and  Migrant  Health  Centers, 
Programs  for  Special  Populations  and  the  Hansen's  Disease  Center; 

•  Health  Professions  Programs  including  Health  Professions  Workforce 
Investment,  Primary  Care  Medicine  Training,  Enhanced  Area  Health 
Education  Training,  Nursing  Education/Practice  Initiatives,  and  Health 
Professions  Research  and  Data; 

•  Maternal  and  Child  Health  Programs  including  the  Maternal  and  Child 
Health  Block  Grant,  Emergency  Medical  Services,  and  the  Healthy  Start 
programs; 

•  Health  Resources  Development  Programs  including  Health  Teaching 
Facilities,  Organ  Transplantation,  Bone  Marrow  Registry,  and  Health  Care 
Facilities  programs; 

•  Rural  Health  Programs; 

•  AIDS  Programs  including  Ryan  White  Programs,  Education  and  Training 
Centers,  and  AIDS  Dental  Services  programs; 

•  National  Practitioner  Data  Bank;  and 

•  Vaccine  Injury  Compensation  Program. 


592 


121 


Funding  levels  for  Program  Management  during  the  last  five  years  has  been  as 
follows: 


s 

FTE 

1992            121,004,000 

1,446 

1993            120,576,000 

1,482 

1994           121,765,000 

1,441 

1995            120,909,000 

1,286 

1996  Policy    111,640,000 

1,253 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $112,949,000,  is  an  increase  of  $1,309,000  over  the 
FY  1996  Policy  level.   The  increase  for  program  management  represents  an 
increase  of  $500,000  for  an  information  technology  initiative.   Funds  are 
requested  to  standardize  the  workstation  and  telecommunications 
infrastructure,  standardize  the  computer  application  design  and  software,  and 
develop  computer-based  solutions  to  implement  administrative  processes  such  as 
grants  management  that  have  been  redesigned  by  process-action  teams.   With  the 
advance  capabilities  afforded  by  such  a  system,  HRSA  will  be  able  to  achieve 
its  programmatic  goals  and  accomplish  a  portion  of  the  required  FTE  saving 
through  more  efficient  administrative  processes. 

The  increase  will  also  partially  fund  mandatory  increases  for  annualization  of 
the  FY  1996  pay  raise,  the  FY  1997  pay  raise,  within  grade  increases,  etc., 
and  will  partially  offset  operating  costs  previously  supported  by  the 
departmental  management  appropriation. 


Program  Management  FTEs 


BPHC 

BHPr 

BHRD 

MCHB 

Office  of  the 
Administrator. 

Total 


1995 

1996 

Actual 

Policv 

471 

447 

225 

205 

202 

210 

174 

186 

1,286 


Increase 

1997 

or 

r  i  ma  r  e 

Decrease 

447 

— 

205 

— 

210 

— 

186 

— 

205 

— 

1,253 
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Rural  Health 


Authorizing  legislation--Title  III  of  the  Public  Health  Service  Act  and 
Section  711  of  the  Social  Security  Act. 


1995 

Actual 

BA 
$9,426,000 


1996 
Policv 

$7,926,000 


1997 

Estimate 
BA 

$7,884,000 


levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 


1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

The  Office  of  Rural  Health  Policy  serves  as  the  focal  point  within  the 
Department  for  coordinating  public  and  private  sector  efforts  nationwide  to 
strengthen  and  improve  the  delivery  of  health  services  to  populations  in  rural 
areas.   Specifically,  the  office:   (1)  Works  within  the  Department  and  with 
other  Federal  agencies.  States,  national  associations,  foundations,  and 
private  sector  organizations  to  seek  solutions  to  health  care  problems  in 
rural  communities;  (2)  advises  the  Secretary  on  the  effects  that  health  care 
reform  proposals,  as  well  as  Medicare  and  Medicaid,  have  on  access  to  health 
care  by  rural  populations,  especially  with  regard  to  the  financial  viability 
of  small  rural  hospitals  and  the  recruitment  and  retention  of  health 
professionals;  (3)  coordinates  rural  health  research  within  the  Department; 
(4)  administers  a  grant  program  which  supports  the  activities  of  Rural  Health 
Research  Centers;  (5)  provides  staff  support  to  the  National  Advisory 
Committee  on  Rural  Health;  (6)  maintains  a  national  clearinghouse  for  the 
collection  and  dissemination  of  rural  health  information;  (7)  administers  a 
program  of  grants  to  State  offices  of  Rural  Health;  (8)  administers  a  rural 
health  outreach  services  grant  program;  and  (9)  administers  a  rural 
telecommunications  grant  program. 

Funding  for  the  Rural  Health  Program  during  the  last  five  years  has  been  as 
follows: 


1990 

3,380,000 

1991 

4,674,000 

1992 

4, 115,000 

1993 

4,176,000 

1994 

9,426,000 

1995 

9,426,000 

1996 

Pol 

icy 

7,926,000 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $7,884,000  is  $42,000  below  the  FY  1996  Policy  level  of 
funding.   This  request  will  provide  continued  funding  for  the  Office  of  Rural 
Health  Policy  at  reduced  levels.   This  includes  support  for  4-5  rural  health 
research  centers  ($2,000,000);  the  Secretary's  National  Advisory  Committee  on 
Rural  Health  ($200,000);   policy  development  and  technical  assistance  projects 
($200,000);  and  ($5,484,000),  for  telemedicine  projects. 


OutDUt  Data: 

1995 

1996 

1997 

Actual 

Policy 

Estimate 

17 

16 

15 

Telemedicine 

11 

11 

10 

Research  Centers. . . 

6 

5 

4 
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Rural    Health    Outreach    Services: 

Authorizing   -   Section   301   of   the   Public   Health  Service  Act 

Increase 
1995  1996  1997  or 

Actual  Policy 1/  Estimate Decrease 

BA  BA  BA  BA. 

$26,091,000  $42,513,000  $30,254,000  -$12,259,000 

1/   Based  on   levels   of    the  ninth  CR,    Including  an   incremental   policy  adjustment. 

1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

Since  1991  funds  have  been  provided  for  rural  health  outreach  demonstration 
grants  to  expand  or  enhance  the  availability  of  essential  health  services  in 
rural  areas.   The  program  is  authorized  under  section  301  of  the  Public  Health 
Service  Act.   The  purpose  of  the  program  is  to  support  projects  that 
demonstrate  new  and  innovative  models  of  outreach  in  rural  areas.   The  term 
■outreach"  as  used  in  this  program  means:   (1)  the  direct  provision  of  health 
services  to  rural  populations  that  are  not  currently  receiving  them;  or  (2) 
efforts  to  enhance  access  to  and  utilization  of  available  services.   An 
important  goal  of  the  demonstration  program  is  to  develop  new  and  innovative 
models  for  more  effective  integration  and  coordination  of  health  services  in 
rural  areas.   Thus,  the  program  requires  the  formation  of  consortia  of  three 
or  more  existing  providers  to  carry  out  the  demonstrations.   Grants  are 
awarded  for  up  to  3  years.   This  line  item  also  supports  the  operation  of  a 
national  clearinghouse  for  the  collection  and  dissemination  of  rural  health 
information,  a  mandated  information  outreach  activity  of  the  Office  of  Rural 
Health  Policy  under  Section  711  of  the  Social  Security  Act. 

Funding  levels  for  the  past  five  years  were  as  follows: 


1990 

._. 

1991 

19 

918 

000 

1992 

21 

575 

000 

1993 

25 

179 

000 

1994 

26 

679 

000 

1995 

26 

091 

000 

1996  Policy  42,913,000 


Rationale  for  the  Budget  Request 

The  FY  1997  estimate  of  $30,254,000  is  a  reduction  of  $12,259,000  from  the 
FY  1996  Policy  level.   This  level  of  funding  would  provide  support  to 
approximately  90  new  outreach  grant  awards  and  46  continuations.   In  addition, 
it  will  support  the  operation  of  the  Office  of  Rural  Health  Policy's 
information  clearinghouse  which  provides  information  outreach  to  rural 
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communities  throughout  the  nation. 

In  FY  1997,  the  outreach  grant  program  will  continue  to  support  the 
development  of  new  and  innovative  systems  of  health  care  in  rural  communities 
throughout  the  country.   In  addition,  we  are  proposing  to  utilize  some 
outreach  funding  to  assist  a  small  number  of  communities  ,(6-7)  in  developing 
organized  networks.   These  networks  would  form  the  basis  of  fully  integrated 
rural-based  accountable  health  plans  under  health  care  reform.   Low  population 
densities  in  many  rural  areas  require  that  rural  providers  work  together  to 
provide  services  throughout  the  area  and  also  link  to  specialty  services  in 
larger  rural  communities  and  urban  areas  to  assure  access  for  rural  residents. 
Thus,  rural  networks  are  essential  to  realize  the  full  potential  of  health 
care  reform.   Experience  in  the  late  70 's  points  to  the  need  to  establish 
networks  based  in  rural  communities.   During  that  period,  urban  HMOs  moved 
into  rural  communities,  marketed  their  plans,  but  often  failed  after  several 
years.   The  result  was  that  patients  were  channeled  away  from  local  providers 
only  to  find  themselves  without  the  local  care  they  needed  several  years 
later. 

Locally  developed  health  care  plans  are  more  likely  to  succeed  over  a  period 
of  years  in  providing  appropriate,  cost-effective  health  care  in  rural 
communities.   However,  many  rural  communities  need  some  assistance  in 
establishing  the  organized  systems  of  care  necessary  to  create  these  plans. 
In  FY  1997,  $3,000,000  reserved  from  outreach  funds  for  this  purpose,  will 
fund  a  pilot  program  that  will  assist  rural  communities  in  network  development 
and  will  examine  the  feasibility  of  creating  these  plans. 


1995  1996  1997 

Actual  Pol  icv  F.st.imars 
Number  of  Grant  Awards 

New 26  29  90 

Continuations...         146  122  46 

Total 172  151  136 

Pilot  Projects..         7 
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Buildings  and  Facilities 

Authorizing  legislation  -  Title  III  of  the  Public  Health  Service  Act. 

Increase 


1995 

1996 

1997 

or 

Actual 

Policy 
BA 

1/ 

Estimate 

BA 

BA 

BA 

$933,000 

$853,000 

$828,000 

-$25,000 

1/  Based  on  levels  of  the  Ninth  Continuing  Resolution,  including  an 
incremental  policy  adjustment. 


FY  1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

This  activity  provides  for  the  renovation  and  modernization  of  buildings  at 
the  Gillis  W.  Long  National  Hansen's  Disease  Center,  Carville,  Louisiana,  to 
eliminate  structural  deficiencies  under  applicable  law  in  keeping  with 
accepted  standards  of  safety,  comfort,  human  dignity,  efficiency,  and 
effectiveness.   The  projects  are  intended  to  assure  that  the  facility  meets 
JCAHO  accreditation,-  provides  a  safe  and  functional  environment  for  the 
delivery  of  patient  care,  research,  and  training  activities;  and  meets 
requirements  to  preserve  the  Carville  historic  district  under  the  National 
Historic  Preservation  Act . 

Funding  for  the  Buildings  and  Facilities  program  during  the  last  five  years 
has  been  as  follows: 


1992 
1993 
1994 
1995 
1996  Policy 


982,000 
942,000 
933,000 
853,000 


Rationale  for  the  Budget  Request 


The  FY  1997  request  of  $828,000  is  a  decrease  of  $25,000  from  the 
FY  1996  policy  level. 
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AIDS: 

Authorizing   Legislation    -    Sections   301,    776,    2601-2608,  2611-2620,    2651-2655, 
and  2671   of   the  Public  Health  Service  Act 

Increase 

1995                                      1996                                          1997  or 

Actual Policy 1/  Estimate Decrease 

BA                                                   Bfc                                                 BA  flft 

$656,189,000                       $787,530,000                       $830,689,000  +$43,159,000 

1/  Baaed  on  levels  of  the  ninth  CR,    including  an  incremental  policy  adjustment. 


1997  Authorization    :    Sections  2601-2671,    Reauthorization  required 
Section  776   -    $23,000,000 

OVERVIEW 

The  HIV  epidemic  remains  one  of  the  top  public  health  problems  facing  the 
nation  today.   AIDS  is  now  the  leading  cause  of  death  among  Americans  between 
the  ages  of  25  to  44  years,  representing  a  tremendous  loss  to  society  of 
productive  individuals  in  their  prime.   By  December  1995,  513,486  AIDS  cases 
had  been  reported  to  the  Centers  for  Disease  Control  and  Prevention.   The  face 
of  the  epidemic  continues  to  change,  increasingly  affecting  women,  children, 
adolescents,  minority  groups  and  other  underserved  populations.   Minority 
populations  have  been  and  continue  to  be  disproportionately  affected  by  the 
HIV  epidemic  and  the  rapidly  rising  case  rate  in  rural  and  small  urban  areas 
poses  new  demands  in  communities  confronting  HIV  infection  for  the  first  time. 

There  is  also  a  greater  proportion  of  diagnosed  individuals  who  have  no  health 
insurance.   A  1993  study  showed  only  26  percent  of  persons  with  HIV  disease 
had  private  health  insurance;  62  percent  were  covered  by  some  form  of  public 
insurance;  and  12  percent  were  uninsured  (Fleishman  and  Mor) .   Lack  of 
insurance  reduces  the  likelihood  they  will  receive  cost-effective  prophylactic 
medications  and  timely  primary  care;  as  a  result  emergency  room  and  hospital 
use  and  costs  increase  dramatically. 

The  purposes  of  the  four  Ryan  White  CARE  Act  titles  differ  because  they  target 
specific  aspects  of  the  epidemic.   Title  I  is  intended  to  provide  substantial 
emergency  resources  to  cities  facing  high  HIV/AIDS  caseloads,  to  sustain  and 
develop  systems  of  care  that  emphasize  a  continuum  of  services  and  reduce 
inpatient  burdens.   Title  II  enables  States  to  improve  the  quality, 
availability  and  organization  of  health  and  support  services  for  individuals 
with  HIV  disease  and  their  families  more  broadly  throughout  each  State.  Title 
111(b)  provides  early  intervention  primary  medical  care  and  other  services 
through  health  centers  in  underserved  areas  which  face  an  increasing  demand 
for  HIV  care.   Title  IV  combines  the  goals  of  pediatric  HIV  research  with 
family-centered  health  and  support  services  to  meet  the  unique  needs  of 
adolescents,  children  and  their  mothers  for  HIV  care. 

The  CARE  Act  supports  the  development  of  systems  of  care  which  are  responsive 
to  local  needs  and  resources  and  has  also  assisted  States  and  communities  to 
plan  ahead  for  service  delivery  needs  in  areas  where  the  number  of  HIV/AIDS 
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cases  may  still  be  low.   Health  and  support  services  are  too  often  fragmented, 
overwhelmed  in  high  incidence  areas,  and  nonexistent  in  others  so  that  access 
to  cost-effective  care  is  jeopardized.   Our  programs  play  an  essential  role  in 
increasing  access  to  HIV- related  care  and  services  in  rural  areas.   In  many 
States  Title  II  is  the  only  source  of  funding  for  these  services.   Rural  or 
statewide  consortia  have  been  vital  in  linking  people  with  HIV  with  primary 
health  care  and  case  management  services,  as  well  as  pharmaceutical  and  health 
insurance  programs.   Forty-one  States  have  developed  consortia,  which  serve 
multi-county  regions  or  an  entire  State. 

The  programs  also  play  a  role  in  primary  prevention  by  reducing  perinatal  HIV 
transmission  and  also  have  a  secondary  prevention  role  by  providing  for  early 
detection  and  prompt  treatment  of  disease  that  slows  HIV  disease  progression, 
prevents  complications,  limits  disability  and  reduces  communicability  of  HIV 
and  other  infections.   Providers  counsel  clients,  sex  partners,  and  family 
members  about  safe  behaviors  and  arrange  treatment  for  substance  abuse  and 
mental  health  problems.   The  AIDS  ETC  Program  also  addresses  prevention 
training  by  focusing  on  risk  assessment  and  behavioral  risk  reduction 
counseling  for  medical  care  providers. 

By  a  conservative  estimate,  more  than  350,000  people  with  HIV  disease  receive 
health  care  and  support  services  under  the  Ryan  White  CARE  Act.   Many  who 
would  have  died  are  now  alive  and  leading  productive  lives.   An  estimated 
55,000  people  with  HIV  disease  are  getting  medications  that  prolong  and 
improve  the  quality  of  their  lives  through  the  Title  II  option  for 
pharmaceuticals;  more  than  200,000  are  receiving  health  care  and  support 
services  through  coordinated  consortia  of  care.   Title  111(b)  grantees  (who 
also  may  receive  Title  I  funds)  provide  primary  health  care  and  other  needed 
services  to  more  than  73,000  people  with  or  at  risk  for  HIV  disease,  and  Title 
IV  serves  11,900  HIV  positive  or  affected  women  and  children. 

Developing  a  continuum  of  care  provides  alternatives  to  costly  inpatient  care. 
Studies  have  shown  that  provision  of  adequate  primary  health  care 
significantly  delays  or  prevents  the  onset  of  disabling  opportunistic 
infections,  and  as  a  result  reduces  unnecessary  emergency  room  use  and 
hospitalizations.   Individuals  with  HIV  enrolled  in  primary  care  are  less 
likely  to  use  emergency  rooms  or  be  hospitalized  for  Pneumocystis  carinii 
pneumonia  (PCP) ,  tuberculosis  (TB) ,  and  other  bacterial  infections.  This 
produces  cost  savings  in  both  the  public  and  private  sectors.  One  case  of 
prolonged  hospitalization  for  multiple-drug  resistant  TB  can  cost  more  than 
$100,000;  for  each  case  in  which  PCP  hospitalization  is  prevented,  $14,000  is 
saved. 

The  continuum  of  care  also  includes  the  development  of  case  managers  who 
facilitate  timely  access  to  needed  services,  maximize  efficient  use  of  all 
available  benefits,  and  promote  coordination  of  health  and  social  services 
creating  a  "system  of  care"  for  individuals.   Under  Title  I,  the  services  most 
frequently  funded  to  achieve  this  continuum  include  primary  medical  care,  case 
management,  mental  health  treatment,  substance  abuse  treatment,  and  housing. 
Within  Title  II,  in  addition  to  pharmaceuticals  and  insurance  continuation 
programs,  services  funded  most  frequently  are  primary  medical  care,  home 
health  care,  case  management,  mental  health  services,  and  dental  care.   Under 
Title  111(b),  critical  services  added  or  expanded  include  outreach,  HIV  pre- 
and  post-test  counseling,  TB  testing,  and  support  services  such  as  food 
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assistance  and  linkages  to  housing.  Title  IV  grantees  have  supported  increased 
outreach,  counseling  and  testing  activities,  and  provision  of  AZT  to  mothers 
and  infants  during  pregnancy,  delivery  and  post  par turn  to  reduce  perinatal 
transmission  of  HIV. 

The  Special  Projects  of  National  Significance  (SPNS)  grant  program  has 
provided  a  unique  opportunity  to  develop  innovative  models  of  care  for 
specific  populations.   Several  of  the  projects  have  been  funded  in  low 
incidence  areas,  where  traditional  models  of  service  delivery  are  unavailable 
or  do  not  work.   Groups  such  as  rural  populations,  American  Indians/Alaska 
Natives,  adolescents,  and  women  and  children  present  special  challenges  in  the 
delivery  and  range  of  services  needed. 

The  activities  of  the  AIDS  Education  and  Training  Center  (AETC)  Program  have 
provided  critical  support  in  developing  and  sustaining  a  broad-based  network 
of  providers  trained  in  HIV  care.   Through  a  wide  range  of  activities, 
including  regional  workshops,  conferences,  direct  and  telephone  consultation 
services  for  physicians  and  other  health  professionals,  AETCs  have  supported 
the  goals  of  providing  up-to-date  information  on  the  treatment  and  care  of 
people  with  HIV/AIDS.   These  activities  have  had  a  significant  effect  in 
increasing  services  for  persons  with  HIV,  and  the  Department  recommends  that 
this  program  be  formally  linked  as  an  integral  component  of  the  Ryan  White 
CARE  Act.   Although  many  providers  have  already  been  trained,  rapid  advances 
in  HIV/AIDS  care  require  continued  training  to  improve  clinical  skills. 

HRSA  also  administers  the  AIDS  Dental  Reimbursement  Program.   The  Dental 
Reimbursement  Program  awards  grants  to  schools  of  dentistry,  hospitals  and 
other  public  or  non-profit  private  institutions  that  offer  post-doctoral 
training  in  the  specialities  of  dentistry,  advanced  education  in  general 
dentistry,  or  a  dental  general  practice  residency;  and  has  been  accredited  by 
the  Commission  of  Dental  Accreditation.   Grants  are  provided  to  assist  dental 
schools  and  other  eligible  institutions  with  respect  to  oral  health  care  to 
patients  with  HIV  disease. 

The  FY  1997  request  of  $830,689,000  provides  $807,465,000  for  Ryan  White 
C.A.R.E.  Act  programs.  The  Ryan  White  programs  include  $423,943,000  for 
Title  I,  $284,954,000  for  Title  II,  $64,568,000  for  Title  III,  and  $34,000,000 
for  Title  IV.  The  request  also  includes  $16,287,000  for  Education  and  Training 
Centers,  and  $6,937,000  for  reimbursement  to  Dental  Schools  and  Clinics  for 
the  provision  of  oral  health  care  to  persons  with  AIDS. 
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ATHS:  Emergency  Relief  (Rvan  White  C.A.R.E.  Act.  Title  I) 

Authorizing  Legislation  --  Sections  2601-2608  of  the  Public  Health  Service 
Act. 


1995               1996  1997 

Actual Policy l        Estimate 


BA  Bft  2A  3A 

$356,500,000       $407,000,000  $423,943,000  +$16,943,000 

1  Based  on  levels  of  the  ninth  CR.  including  an  incremental  policy  adjustment. 

1997  Authorization Legislative  authority  is  being  proposed. 


Purpose  and.  Method  pf  Operation 

Under  existing  statute.  Title  I  authorizes  grants  for  outpatient  and 
ambulatory  health  and  support  services  to  metropolitan  areas  with  a  cumulative 
total  (as  of  March  31,  1996  for  Fiscal  Year  1997  eligibility)  of  more  than 
2,000  reported  cases  of  AIDS  or  a  per  capita  incidence  of  greater  than  0.0025. 
These  services  are  intended  primarily  for  low  income/under  insured  people 
living  with  HIV/AIDS.   Fifty  percent  of  the  amount  appropriated  is  allocated 
by  formula  and  the  remainder  is  distributed  to  those  areas  whose  applications 
demonstrate  the  need  for  supplemental  aid,  have  a  detailed  plan  for  use  of  the 
funds  and  efficient  mechanisms  for  distributing  and  using  the  funds.   Grantees 
are  required  to  establish  HIV  health  services  planning  councils  to  establish 
priorities  for  the  allocation  of  funds  within  the  eligible  area,  to  develop  a 
comprehensive  plan  for  the  organization  and  delivery  of  health  services,  and 
to  assess  the  efficiency  of  the  administrative  mechanism  in  rapidly  allocating 
funds  to  areas  of  greatest  need  within  the  eligible  area. 

The  impact  of  the  HIV  epidemic  on  cities  continues  to  grow;  it  is  a  continuing 
emergency.  Cities  experience  increasing  numbers  of  people  with  HIV  who  have 
with  tuberculosis,  a  changing  HIV  demography  (women,  minorities,  children, 
substance  abusers,  uninsured) ,  increasing  survival  time,  increasing  numbers 
and  higher  cost  of  treatments.   It  is  estimated  that  800,000-1,200,000 
individuals  have  HIV  in  the  U.S.  Through  August,  1995,  more  then  480,000  cases 
of  AIDS  had  been  reported  to  the  Centers  for  Disease  Control  and  Prevention. 
Over  75%  of  these  reported  cases  are  in  the  49  currently  eligible  metropolitan 
areas  including  the  42  funded  in  FY  1995  and  7-10  additional  areas  considered 
eligible  in  FY  1996.  The  needs  of  persons  and  families  with  AIDS  or  HIV 
disease  are  substantial,  complex,  and  rapidly  changing,  and  the  service 
delivery  and  financing  systems  in  these  heavily  impacted  metropolitan  areas 
have,  despite  major  efforts,  been  unable  to  meet  these  needs.  Ensuring  the 
continuity  and  quality  of  care  and  programs  of  continuous  quality  improvement 
(CQI)  of  care  by  Care  Act  providers  is  now  more  complex. 
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1992          121,601,000 

1993         184,756,000 

1994         325,500,000 

1995         356,500,000 

1996  Policy  407,000,000 

Rationale  for  the  Budqet 

Reauest 

The  FY  1997  Request  of  $423,943,000,  an  increase  of  $16,943,000  above  the 
FY  1996  Policy  Level,  will  provide  funds  to  address  the  needs  of  5-6  projected 
additional  eligible  metropolitan  areas,  as  well  as  the  needs  of  those  areas 
funded  in  FY  1996.   The  request  would  provide  increased  formula  amounts  to 
some,  but  not  all,  of  the  areas  funded  in  FY  1996.   The  FY  1997  Budget 
includes  appropriation  language  allowing  HRSA  to  use  supplemental  funds  to 
maintain  formula  grant  levels  from  the  previous  year. 

The  resources  will  provide  access  to  community-based  outpatient  medical  care 
and  support  services  for  people  with  HIV  disease  who  do  not  currently  receive 
adequate  care  in  the  eligible  metropolitan  areas.   The  grantees  will  use  the 
funds  to  hire  needed  health  care  and  other  personnel  to  meet  the  medical  needs 
of  people  with  HIV  and  to  address  critical  service  gaps  in  housing,  substance 
abuse  treatment,  mental  health,  dental  services,  and  specialty  medical  care. 
The  resources  will  be  used  to  address  the  HIV-related  care  needs  of  people 
with  HIV  disease  who  are  also  homeless,  uninsured,  active  substance  abusers, 
and  those  who  are  infected  with  another  sexually  transmitted  disease  or 
tuberculosis.   Funds  will  also  be  used  to  improve  the  capacity  of  minority 
service  organizations  who  reach  the  hard-to-serve  populations  that  are 
disproportionately  represented  among  those  infected  and  newly  infected  with 
HIV. 

Versions  of  reauthorization  legislation,  currently  passed  by  the  Senate  and  by 
the  House,  would  change  the  method  used  to  determine  the  amount  of  each 
formula  grant  including  assurances  that  areas  funded  in  FY  1996  would  receive 
no  less  in  FY  1997  then  a  specified  percentage  of  what  it  received  in  FY  1996. 
Funds  need  to  assure  this  "floor"  would  be  taken  from  the  amounts  setaside  for 
competitive  supplemental  grants.   The  proposed  reauthorization  actions  also 
provide  that  three  percent  be  set  aside  from  funds  appropriated  for  this 
activity  for  Special  Projects  of  National  Significance  (SPNS)  currently  funded 
under  the  authority  of  Title  II.   The  FY  1997  request  of  $423,943,000  would 
thus  provide  $411,225,000  for  EMAs  and  $12,718,000  for  SPNS  under  currently 
proposed  re-authorization  legislation. 

Title  I:  Program  Output  Data: 

FY  1995  FY  1996  FY  1997 

Actual  Policy  Estimate  1/ 

Formula  Grants:  42  49-52  54-58 

Supplemental  Grants:       42  49-52  54-58 

1/  Based  on  current  law.   Under  reauthorization  proposals  no  new  eligible  metropolitan  areas  are 
expected. 
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AIDS:    HIV   CARE    (Ryan   White    C.A.R.E.    Act.    Title    II) 

Authorizing   Legislation   -    Sections   2611-2620    of    the   Public   Health   Service   Act. 

Increase 
1995                                    1996                                        1997  or 
Actual Policv 1/                  Estimate                              Decrease 

$198,147,000  $273,897,000  $284,954,000  +$11,057,000 

1     Based  on   levels  of    the  ninth  CB,    including  an  incremental  policy  adjustment 

1997  Authorization Legislative  authority  is  being  proposed. 


Purpose  and  Method  of  Operation 

Under  current  statute,  Title  II  authorizes  formula  grants  to  States  and 
territories  for  the  operation  of  HIV  service  delivery  consortia  in  the 
localities  most  affected  by  the  epidemic,  provision  of  home  and  community- 
based  care  services  for  individuals  with  HIV  disease,  continuation  of  health 
insurance  coverage  for  low-income  persons  with  HIV  disease,  and  treatments 
that  have  been  determined  to  prolong  life  or  prevent  serious  deterioration  of 
health  for  low-income  individuals  with  HIV  disease.  A  State  must  use  at  least 
15  percent  of  its  grant  funds  to  provide  health  and  support  services  to 
infants,  children,  women  and  families  with  HIV  disease.   An  amount,  not  to 
exceed  10  percent  of  the  appropriation  for  Title  II,  is  authorized  to  be  used 
to  support  a  program  of  Special  Projects  of  National  Significance  (SPNS) .   The 
SPNS  program  provides  funds  to  projects  which  contribute  to  the  advancement  of 
knowledge  and  skills  in  the  delivery  of  health  and  support  services  to  persons 
with  HIV  infection.   Project  selection  is  based  on  the  need  to  assess  the 
effectiveness  of  a  particular  model  of  care,  innovation,  and  the  potential  for 
replicability.  SPNS  projects  are  focused  on: 

•  Reduction  of  barriers  to  care  for  inmates  and  recently  released  inmates; 

•  Integration  of  mental  health  into  primary  care; 

•  Child  and  adolescent  care; 

•  Models  of  case  management  for  Native  Americans; 

•  Model  dissemination  and  refinement; 

•  Managed  care  plans  or  coordinated  care  systems; 

•  Capitated  reimbursement  systems; 

•  Rural  continuum  of  care; 

•  Service  delivery  models  for  women 

•  Reductions  of  cultural,  linguistic,  and/or  organization  barriers  to 
care;  and 

•  Provider  training  and  education  models  in  rural,  correctional,  or  mental 
health  settings. 
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Funding  levels  for  Title  II  during  the  last  five  years  has  been  as  follows: 


1992 

107 

649 

000 

1993 

115 

288 

400 

1994 

183 

897 

000 

1995 

198 

147 

000 

1996 

Poli 

=y 

273 

897 

000 

Rationale 

for 

Che 

Budaet  Reauest 

The  FY  1997  Request  of  $284,954,000,  is  an  increase  of  $11,057,000  above  the 
FY  1996  Policy  Level.  Included  in  the  Policy  Level  is  a  $52,000,000  budget 
amendment  for  support  of  State  AIDS  Drug  Assistance  Program  (ADAP) .   These 
funds  provide  for  increasingly  expensive  HIV- related  pharmaceuticals, 
facilitate  community-based,  coordinated,  continuum  of  care  and  the  expansion 
of  eligibility  criteria  to  a  larger  number  of  underserved  individuals  who  have 
no  other  access  to  critical  treatment.   This  request  would  provide  funds  to 
improve  services  for  women,  infants,  children,  and  families  of  people  with  HIV 
disease,  and  improve  the  capacity  of  migrant,  homeless  and  community  health 
centers  to  meet  the  medical  needs  of  indigent,  underserved  populations. 
Critical  gaps  in  services  in  rural  areas  and  the  increasingly  critical  issues 
of  tuberculosis  and  substance  abuse  can  be  more  fully  addressed. 

The  resources  will  also  be  used  to  strengthen  HIV  care  consortia  to  provide 
additional  needed  health  and  support  services  and  allow  more  States  to  add  a 
health  insurance  continuation  program  or  cover  more  people  for  home  health. 
In  addition  to  expansion  of  the  current  core  of  services  to  the  increasing 
number  of  people  living  with  HIV/AIDS,  states  can  also  address  the 
implementation  of  ACTG  076  protocols  including  AZT  therapy  as  a  standard  of 
care  for  women  with  HIV  during  pregnancy  and  follow-up  of  their  children. 

This  request  would  also  provide  increased  funding  for  State  AIDS  drug 
assistance  programs.   These  programs  provide  assistance  to  more  than  55,000 
persons  with  AIDS  who  do  not  have  prescription  drug  coverage  or  who  cannot 
themselves  afford  the  full  regimen  of  costly  AIDS  medications  that  can  prolong 
lives.   There  have  been  significant  advances  in  the  development  of 
pharmaceuticals  which  prolong  and  enhance  the  quality  of  life  for  people  with 
AIDS/HIV.   The  anti-retroviral  drugs  approved  in  late  1995  have  already 
accelerated  client  demand  and  increased  utilization  of  combination  therapies 
in  many  states.   The  Food  and  Drug  Administration  has  already  approved  two  of 
a  new  class  of  drugs  known  as  protease  inhibitors.   They  are  also  approved  for 
use  combination  with  other  anti-retroviral  treatments.   The  per  client  cost 
for  these  new  drugs  is  estimated  at  $6,  000-$7, 000  per  year. 

In  order  to  meet  the  additional  demand  these  and  other  new  drugs  may  create, 
this  request  also  includes  $52,000,000  targeted  specifically  to  State  AIDS 
drug  assistance  activities  for  use  in  purchasing  medications,  including  this 
new  class  of  AIDS  therapies  called  protease  inhibitors.   Without  this 
additional  funding.  States  will  have  to  delete  some  of  the  currently  covered 
drugs,  raise  the  eligibility  threshold,  or  reduce  per  client  expenditure. 

Under  current  statute,  up  to  ten  percent  of  the  Title  II  appropriation  may  be 
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setaside  for  Special  Programs  of  National  Significance  (SPNS) .  (CARE  Act 
reauthorization  bills   ,    currently  passed  by  the  Senate  and     the  House,    would 
authorize  SPNS  as  a   separate   Title  supported  by  a   three  percent   setaside  from 
each   of   the  CARE  Act   Titles.)    The  SPNS  program  has  supported  the  development 
of  model  care  programs  for  rural  Americans,  Native-Americans,  people  in 
prison,  youth,  and  women.  The  program  has  also  developed  successful  ways  of 
integrating  mental  health  and  primary  care  services,  and  models  for  legal 
protection  and  advocacy  for  people  with  HIV.   SPNS  grantees  are  required,  as  a 
part  of  their  application,  to  submit  a  plan  describing  measurable  objectives 
as  they  relate  to  the  specific  SPNS  area  of  national  significance.   The 
Title  II  request  also  includes  $3,000,000  to  support  a  three  city 
demonstration  project  to  pilot  local  coordination  of  all  relevant  HRSA,  CDC, 
NIH  and  SAMHSA  programs  which  serve  individuals  and  communities  heavily 
impacted  with  HIV.   The  model  would  closely  link  prevention  and  treatment 
efforts  to  decrease  the  rate  of  HIV  transmission  through  primary  prevention 
within  targeted  populations  and  communities.   The  key  assumption  is  that  by 
reaching  HIV+  individuals  at  those  points  at  which  they  interact  with  health 
or  social  service  entities,  treatment  and  HIV  prevention  activities  can  reduce 
HIV  transmission  in  vulnerable  communities.   The  demonstration  projects  would 
be  expected  to  last  3-4  years. 

In  FY  1997,  under  current  statute,  $209,659,000  would  be  used  for  formula 
grants  to  States/Territories.   Of  this  amount  $52,000,000  would  be  used  to 
provide  support  to  State  ADAP  programs  to  assist  States  in  making  available  to 
patients  the  FDA  approved  new  class  of  AIDS  drugs,  protease  inhibitors. 
Protease  inhibitors,  used  in  combination  with  already  approved  AIDS  drugs  are 
expected  to  improve  the  length  and  quality  of  life  for  individuals  suffering 
from  AIDS.   In  addition,   $23,295,000  would  be  used  for  Special  Projects  of 
National  Significance  (SPNS) . 

Under  current  reauthorization  proposals,  $225,965,000  would  be  used  for 
formula  grants  to  States/Territories,  $52,000,000  to  provide  support  to  State 
ADAP  programs,  and  $6,969,000  would  be  setaside  for  SPNS. 


Title  II  Output  Data: 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policv 

F.s  t  i  ma  t  r 

State  Grants. . . . 

54 

54 

54 

SPNS  Grants 

54-56 

56-61 

56-63 
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AIDS  -  Early  Intervention  Services  (Rvan  White  C.A.R.K.  Act.  Title  III) 

Authorizing  Legislation  -  Title  Illb  of  the  Public  Health  Service  Act, 
Title  XXVI,  Part  C,  Sections  2651-55 

Increase 
1995  1996  1997  or 

Actual  Policy 1/  Estimate Decrease 

$52,318,000         $62,568,000         $64,568,000  +$2,000,000 

1/  Based  on  levels  of  the  Ninth  Continuing  Resolution,  including  an 
incremental  policy  adjustment 

FY  1997  Authorization Legislative  authority  is  being  proposed. 

Purpose  and  Method  of  Operation 

This  program  is  authorized  under  Title  Illb  of  the  Ryan  White  CARE  Act  of 
1990.   Funds  are  awarded  to  consolidated  health  centers,  family  planning 
agencies,  comprehensive  hemophilia  diagnostic  and  treatment  centers,  federally 
qualified  health  centers  under  section  1905 (1) (2) (B)  of  the  Social  Security 
Act,  county  and  municipal  health  departments  and  other  nonprofit  community- 
based  programs  that  provide  comprehensive  primary  health  care  services  to 
populations  with  or  at  risk  for  HIV  disease.   Currently,  144  primary  care 
grantees  are  funded  in  33  States,  Puerto  Rico,  and  the  District  of  Columbia. 

Early  intervention  services  aimed  at  preventing  and/or  reducing  HIV-related 
morbidity  are  emphasized  by  these  programs  as  part  of  the  program  of 
comprehensive  care.   Early  intervention  consists  of  the  medical,  educational, 
and  psychosocial  services  designed  to  prevent  the  further  spread  of  HIV, 
forestall  the  onset  of  illness,  facilitate  access  to  services,  and  provide 
psychosocial  support  to  HIV-infected  individuals  and  their  families. 

Title  Illb  programs  increase  access  to  health  care  for  individuals  who  are 
infected  with  HIV  or  who  are  at  risk  for  HIV  infection.   The  programs  provide 
comprehensive  services  including  HIV  testing,  risk  reduction  counseling, 
partner  involvement  in  risk  reduction,  transmission  prevention,  appropriate 
medical  evaluation,  and  dental  and  clinical  care  (such  as  T4  cell  monitoring, 
antiviral  therapy,  prophylaxis,  and  treatment  of  opportunistic  infections  and 
other  related  conditions) .   Case  management,  outreach,  and  eligibility 
assistance  are  optional  services  under  this  program.   Programs  are  required  to 
demonstrate  that  health  care  delivery  methods  are  reaching  those  with  HIV 
disease,  with  the  changing  demographics  of  HIV-infected  populations.   Grantees 
are  also  required  to  demonstrate  that  provision  of  care  follows  currently 
accepted  treatment  protocols  and  evolving  medical  interventions  resulting  from 
scientific  and  technical  advances.   Programs  have  been  successful  in  reaching 
women,  minorities,  adolescents,  and  substance  users  in  addition  to  gay, 
lesbian,  and  bisexual  populations. 
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Title  Illb  -  HIV  Early  Intervention 

Grantee  services 


Counseling/testing 
16% 


Case  management 
19% 


Primary  health  care 
56% 


Data  collected  from  over  95  percent  of  140  Title  Illb  grantees  Indicated  that 
for  individuals  who  were  tested  at  grantees'  sites  for  HIV  infection: 

•  50  percent  were  female 

•  one  in  eight  clients  was  between  the  ages  of  13  and  19 


Title  Illb  -  HIV  Early  Intervention 

Male/Female/ Age 


/ 

69% 

1 

/ 
/ 

/ 
/ 

/ 

11* 

13* 

1*           |= 

* 

L* 

5% 

=—}- 

0^7 

9  20-39  41 

Years 

D  Male  ■  Female 


24-955    96-20 
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about  one-third  had  severe  immune  impairment  and  advanced  disease  at 

entry  into  the  early  intervention  program 

58  percent  were  from  racial  or  ethnic  minority  groups 

Title  Illb  -  HIV  Early  Intervention 

User  Ethnicity 


Hispanic 
Native  Am/Alaskan       24.2% 
0.5% 


Output  D?ta: 


Budget  Authority. (000s) 

Grantees 

Clients  with  HIV. . . 
Clients  at  risk.... 
Total  Clients 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policv 

Estimate 

$52,318 

$62,568 

$64,568 

140 

150 

155 

51,300 

61,300 

63,550 

53.400 

63.900 

65.250 

104,700 

125,200 

128,800 

Funding  for  the  HIV  Early  Intervention  Services  program  during  the  last  five 
years  has  been  as  follows: 


1992 

48,683,000 

1993 

47,968,000 

1994 

47,968,000 

1995 

52,318, 000 

1996  Policy 

62,568.000 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $64,568,000  is  an  increase  of  $2,000,000  over  the 
FY  1996  policy  level.   The  request  will  enable  the  program  to  deliver  primary 
health  care  services  to  an  additional  3,600  individuals  who  are  infected  with 
HIV  or  are  at-risk  for  HIV  infection  through  an  additional  5  primary  care 
grantees . 
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AIDS:  Demonstration  Grants  for  Research  and  Services  for  Pediatric  Patients: 
Rvan  White  C.A.R.E.  Act.  Title  IV 

Authorizing  Legislation  -  Section  2671  of  the  PHS  Act. 


1995                 1996                1997  or 

Actual  Policy 1/     Estimate Decrease 

£&  BA.aa.BA. 

$26,000,000  $32,000,000  $34,000,000       +$2,000,000 

1  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 

1997  Authorization Legislative  authority  is  being  proposed. 

Purpose  and  Method  of  Operation 

Women,  adolescents  and  children  -  the  population  served  by  Title  IV  programs  - 
are  the  fastest  growing  segment  of  the  HIV  population  in  the  U.S.  and 
constitute  nearly  14%  of  all  AIDS  cases.   HIV-affected  children,  women  and 
families  have  multiple,  multi  generational  and  complex  service  needs  which 
require  more  intensive  care  coordination,  case  management,  child  and  respite 
care,  and  direct  service  delivery.  Assessment  and  provision  of  services  must 
be  delivered  at  the  family  level,  and  usually  involves  services  not  only  for 
the  infected  child(ren)  and  parent(s),  but  also  for  uninfected  siblings  and 
care  givers.   Services  to  families  involve  coordination  of  multiple  agencies 
and  systems,  including  social  service  and  foster  care  agencies,  and  Title  IV 
projects  experiences  indicate  that  case  management  for  families  is  more 
resource  intensive. 

In  February  1994,  NIH  reported  from  the  AIDS  Clinical  Trial  Group  (ACTG)  076 
study  a  two  thirds  reduction  in  HIV  transmission  in  infants  born  to  HIV 
infected  mothers  receiving  AZT.  PHS  has  released  recommendations  on  the  use  of 
AZT  to  reduce  perinatal  transmission  of  HIV.  In  FY  1995  Title  IV  funds  are 
were  used  to  support  an  intensive  women's  initiative  to  reduce  perinatal  HIV 
transmission:  1)  to  expand  and  enhance  outreach,  delivery  of  high  quality  HIV 
education,  and  routinely  offered  counseling  and  testing  for  women  and  female 
adolescents,  especially  during  the  perinatal  period;  2)  to  reduce  the  barriers 
HIV  positive  women  and  female  adolescents  face  in  accessing  and  remaining  in 
care;  3)  to  improve  the  voluntary  testing  and  subsequent  identification  of  HIV 
status  in  women  as  early  in  their  pregnancy  as  possible;  4)  to  ensure  that  HIV 
infected  mothers  and  their  children  have  access  to  and  to  participate  in  a 
continuum  of  comprehensive  care  that  is  sensitive  to  their  unique  needs. 
Reduction  of  perinatal  HIV  transmission  remains  a  major  priority  of  the  Title 
IV  program. 

Many  barriers  exist  that  limit  the  ability  of  this  population  to  access 
clinical  trials.  These  barriers  include:  lack  of  access  to  care,  lack  of 
transportation,  child  care  or  other  support;  and  protocols  are  not  designed  to 
accommodate  the  special  needs  of  children,  youth,  women  and  families.  Efforts 
to  date  to  enroll  and  retain  poor,  medically  under  served  families  in  trials 
are  successful  only  when  the  research  is  conducted  within  an  established 
comprehensive  system  of  outpatient  and  family  support  services  such  as  those 
developed  through  the  Pediatric/Family  HIV  program.   Between  the  first  six 
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months  of  FY  1994  and  the  second  six  months  of  that  year,  the  number  of 
clients  enrolled  in  clinical  trials  increased  53%  from  996  clients  to  1522. 

Funding  for  the  Demonstration  Grants  for  Research  and  Services  for  Pediatric 
Patients  progran-  during  the  last  five  years  has  been  as  follows: 


1992 

19 

340 

000 

V 

1993 

20 

897 

000 

V 

1994 

22 

000 

000 

1995 

26 

000 

000 

1996 

Policy 

32 

000 

000 

1   Appropriated  under  Section  301  of  the  PHS  Act  for  the  Pediatric  AIDS  Demonstration  Program. 


Rationale  for  the  Budget  Request 

Reauthorization  of  the  Ryan  White  CARE  Act  is  pending  in  Congress.   Title  IV 
of  the  Act  will  contain  significant  new  research-related  requirements  for 
Title  IV  grantees.   For  example,  funded  projects  must  enhance  linkages  and 
coordination  with  public  and  private  clinical  research  sites.   Projects  must 
develop  new  mechanisms  to  identify  clients  eligible  for  research,  inform  them 
of  research  opportunities,  obtain  informed  consent  and  support  client 
retention  in  trials.   This  represents  major  new  responsibilities  under  the 
Title  IV. 

During  the  past  year.  Title  IV  projects  have  played  a  leadership  role  in  the 
community  to  plan  and  implement  activities  to  reduce  perinatal  transmission, 
such  as  outreach  to  adolescents  and  women  of  childbearing  age,  offering  of 
counseling  and  testing  and  ZDV  therapy  to  HIV  positive  women,  and  care  for 
women  and  HIV-exposed  infants. 

The  FY  1997  request  of  $34,000,000  is  an  increase  of  $2,000,000  over  the  FY 
1996  request.   This  increase  will  be  used  to  support  Title  IV  grantees  in  new 
activities  necessary  to  comply  with  new  research  requirements;  further  expand 
activities  to  reduce  perinatal  transmission;  enhance  integration  with  private 
and  public  sector  programs,  such  as  Medicaid  managed  care  and  support  needed 
program  enhancements  such  as  adolescent  services  and  mental  health. 

Program  Output  Data 

FY  1995         FY  1996       FY  1997 
Actual         Policy.       Estimate 
Number  of  Projects...       56  69  69 
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AIDS  Education  and  Training  Centers  (AETCs) 

Authorizing  Legislation  -  Section  776(a)  of  the  Public  Health  Service  Act. 

Increase 
1995  1996  1997  or 

Actual  Policy    1/       Estimate  Decrease — 

£A  £A  SA  £A 

$16,287,000  $6,000,000  $16,287,000  +$10,287,000 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 

1997  Authorization  -  Transfer  of  legislative  authority  to  Title  XXVI  has  been 
proposed,  and  as  of  this  writing,  is  included  in  both  the  House  and  Senate 
versions  of  the  Title  XXVI  reauthorization. 

Purpose  and  Method  of  Operation 

The  HRSA/BHPr  National  AIDS  Education  and  Training  Centers  (AETC)  Program 
conducts  targeted,  multidisciplinary  HIV  education  and  training  programs  for 
health  care  providers.   The  mission  of  the  Program  is  to  increase  the  number 
of  health  care  providers  who  are  effectively  educated  and  motivated  to 
counsel,  diagnose,  treat  and  manage  individuals  with  HIV  infection  and  to 
assist  in  the  prevention  of  high  risk  behaviors  which  may  lead  to  infection. 
Goals  of  the  Program  include:  (1)  to  provide  training  to  increase  the 
competence  and  willingness  of  health  care  professionals  to  diagnose,  treat, 
and  manage  HIV  infection  and  to  offer  interventions  that  will  prevent  HIV 
infection;  (2)  to  disseminate  state  of  the  art  HIV  information  to  providers; 
and,  (3)  to  develop  HIV  provider  materials.   Clinical  training  of  primary  care 
providers  (physicians,  nurses,  dentists)  is  a  major  focus,  with  additional 
efforts  targeted  toward  mental  health  and  allied  health  providers.   The 
concept  for  such  a  program  for  health  professions  education  and  curricula 
development  is  consistent  with  the  recommendations  highlighted  by  both  the 
Presidential  Commission  report  and  the  Institute  of  Medicine  report. 

The  care  and  treatment  of  individuals  with  HIV  disease  will  be  enhanced 
through  the  alignment  of  the  AETC  program  with  the  service  delivery  programs 
under  Title  XXVI.   In  addition,  health  personnel  will  be  better  trained  in 
measures  to  prevent  HIV  disease.   The  linkage  of  these  programs  under  one 
Title  will  foster  the  coordination  and  collaboration  needed  to  ensure  that 
people  responsible  for  providing  HIV  services  are  trained  to  do  so 
appropriately.   Increased  emphasis  on  training  for  community  providers,  allied 
health  workers,  and  mental  health  workers,  will  increase  their  ability  to 
render  care  to  individuals  with  HIV  disease  more  effectively  and  efficiently. 

The  national  network  of  AETCs  for  health  care  providers  focuses  on  a  principal 
goal  of  improving  the  capacity  and  capability  of  the  provider  community  to 
deliver  care  to  HIV-infected  individuals.   This  activity  includes  specialized 
training  required  by  primary  health  care  providers  who  treat  AIDS  patients 
whose  conditions  vary  from  cancers,  pneumonia,  and  tuberculosis  to 
psychosocial  problems. 
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The  AETCs  are  expected  to  become  support  systems  for  health  professionals 
through  telephone  consultation  services,  clearinghouses,  and  referral 
capabilities . 

Funding  for  the  AIDS  Education  and  Training  Centers  program  during  the  last 
five  years  has  been  as  follows: 


1992  16,877,000 

1993  16,435,000 

1994  16,435,000 

1995  16,287,000 

1996  Policy  6,000, 000 


Program  Accomplishments 

Demand  for  provider  training  has  increased  every  year  between  1991-1995. 
Through  1995,  more  than  400,000  providers  have  been  trained  through  the  AETC 
Program  (more  than  110,000  in  1994).   Many  more  health  professionals  -  and 
patients  -  have  benefitted  from  information  dissemination  activities, 
including  newsletters,  clinical  updates,  teleconferences,  satellite  video 
conferences,  and  a  national  telephone  consultation  service.   The  Program  has 
produced  curriculum  materials,  videotapes,  slide  sets,  workbooks  and  manuals, 
and  other  educational  resources.   A  1993  study  shows  that 
AETC-trained  providers  are  more  HIV-competent  and  more  willing  to  treat 
persons  with  HIV  than  are  primary  care  providers  in  the  general  population. 
Program  training  and  information  dissemination  activities  are  based  on  a 
comprehensive  local/state/regional  needs  assessment  process.   The  toll-free 
National  HIV/AIDS  ETC  Clinical  Telephone  Consultation  Service  is  especially 
helpful  to  providers  less  experienced  with  HIV  care  or  those  practicing  in 
rural  areas.   Information  dissemination  efforts  emphasize  electronic 
communication  and  include  broadcasting  satellite  videoconferences  and 
co-sponsoring  the  quarterly  national  HIV  Clinical  Conference  Call  Series. 

The  Program  grantees  developed  and  implemented  information  dissemination  and 
training  plans  to  rapidly  infuse  the  findings  from  ACTG  076  (clinical  trial) 
into  the  clinical  practices  of  primary  care  physicians  who  treat  women.   This 
clinical  trial  demonstrated  that  zidovudine  could  be  used  to  reduce  perinatal 
HIV  transmission. 

There  is  a  fully  operational  data  system  which  contains  data  collected  from 
all  AETCs  so  that  evaluation  of  program  outcomes  can  be  measured.   Data  on 
programs,  specific  subjects,  and  participants  is  included.   By  the  end  of 
March  1996,  it  is  expected  that  an  automated  system  using  optical  scanners  and 
electronic  data  transfer  will  be  operational. 

A  computerized  learning  needs  assessment  protocol  has  been  developed  for  the 
AETCs.   Pilot  testing  of  the  instrument  and  protocol  was  conducted  during 
FY  1995.   A  report  has  been  produced,  and  the  final  instrument  is  awaiting  OMB 
approval . 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $16,287,000  is  an  increase  of  $10,287,000  over  the 
FY  1996  policy  level.   This  increase  will  restore  funding  for  the  Program  to 
the  FY  1995  level,  and  enable  the  Program  to  once  again  offer  a  comprehensive 
range  of  training  activities  for  health  care  providers  throughout  the  nation. 

The  Program's  involvement  in  and  responsiveness  to  the  local  HIV  care 
community  would  also  be  restored.   The  requested  amount  would  allow  an 
increase  in  training  activities  targeted  toward  rural  providers. 

The  increase  will  help  enable  the  Program  to  meet  the  need  for  providers  to  be 
kept  current  in  the  rapidly  evolving  science  of  HIV  care.  Ongoing  methods  for 
meeting  this  need  include: 

(1)  Development  of  a  mechanism  for  translating  state-of-art  developments 
in  HIV  care  into  practical  patient  care  management  information,  and 
for  rapid  dissemination  of  this  information  for  use  by  the  front-line 
provider. 

(2)  Support  of  education  and  training  activities  which  address  the  growing 
problem  of  HIV  infection  in  women,  children  and  adolescents,  a  high 
percentage  of  whom  are  from  disadvantaged  and  medically  underserved 
backgrounds . 

(3)  Support  for  a  national  HIV  clinical  conference  call  series.   The 
clinical  conference  calls  now  reach  more  than  2,000  practitioners  per 
call  and  include  international  sites. 

(4)  Support  for  a  national  HIV  clinical  telephone  consultation  service 
(warmline) .   Additional  support  for  this  activity  has  been  provided  by 
the  HRSA  AIDS  Program  Office  and  the  American  Academy  of  Family 
Physicians . 

The  total  request  will  restore  the  capacity  of  the  Program  to  train  health 
professionals  serving  high  risk  populations,  particularly  in  minority 
communities,  and  staff  members  of  federally- funded  health  facilities  such  as 
community  and  migrant  health  centers.   The  Program  will  target  its  efforts  on 
training  within  the  major  HIV/AIDS  epicenters  in  consonance  with  the  service 
delivery  projects  mobilized  by  the  Ryan  white  CARE  Act.   Resources  will  be 
used  to  harness  the  capabilities  of  the  health  science  centers  to  enhance  and 
multiply  the  most  recent  state-of-the-art  clinical  training  for  practitioners 
most  heavily  impacted  by  the  HIV/AIDS  epidemic.   The  request  will  also  permit 
training  for  selected  providers  to  participate  in  NIH  related  clinical  trials. 

The  request  partially  addresses  recommendations  by  the  National  Commission  on 
AIDS  in  their  1991  Report,  'America  Living  with  AIDS."   The  Commission 
recommended  that  HIV  education  and  training  programs  for  health  care  providers 
be  improved  and  expanded.   The  Commission  also  recommended  that  better  methods 
be  developed  to  disseminate  state-of-the-art  clinical  information  about  HIV 
disease,  and  drug  and  alcohol  use.   The  request  also  addresses  concerns  raised 
in  an  AHCPR-supported  study  indicating  that  primary  care  physicians  miss 
significant  HIV-related  symptoms  during  patient  examinations. 
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Increased  emphasis  on  training  for  community  providers,  allied  health  workers, 
and  mental  health  workers  would  increase  their  ability  to  render  care  to 
individuals  with  HIV  disease  more  effectively  and  efficiently.   In  addition, 
health  personnel  would  be  better  trained  in  measures  to  prevent  HIV  disease . 

The  request  provides  the  opportunity  to  continue  collaboration  to  provide 
clinical  training  and  educational  resources  for  providers  in  community  and 
migrant  health  centers.   The  primary  care  providers  that  will  be  trained  will 
have  enhanced  skills  to  deliver  appropriate  care  to  HIV/AIDS  clients  and  their 
families  within  the  health  center  setting  which  is  their  usual  primary  care 
deliverer. 

The  proposed  change  in  the  language  will  reflect  appropriately  the  importance 
of  the  role  of  the  AETC  program  in  training  providers  in:   (1)  Title  XXVI 
programs  and  other  community  settings  (e.g.,  community  health  centers,  migrant 
health  centers,  homeless  centers,  and  private  offices) ;  and  (2)  the  areas  of 
allied  health  (e.g.,  case  managers)  and  mental  health. 


Outputs : 


Number  of  AETCs 1$ 

No.  of  providers  trained..   146,510 


1995         1996  1997 

Actual       Policy       Estimate 
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HIV/AIDS    -    Dental    Reimbursement    Program 

Authorizing    Legislation    -    Section   776(b)    of    the   Public    Health   Service   Act. 

Increase 
1995                                              1996  1997  or 

Actual  Policy 1/  Estimate  Decrease 

$6,937,000  $6,065,000  $6,937,000  +$872,000 

1/    Based  on    levels   of    the  ninth  CR,    Including  an   incremental   policy   adjustment. 

1997  Authorization Legislative  authority  is  being  proposed. 


PMfPPse  a.nd.  Method,  of  Operations 

Grants  are  awarded  to  schools  of  dentistry,  hospitals  and  other  public  or 
non-profit  private  institution  that  offer  post-doctoral  training  in  the 
specialties  of  dentistry,  advanced  education  in  general  dentistry,  or  a  dental 
general  practice  residency;  and  has  been  accredited  by  the  Commission  on 
Dental  Accreditation.   Grants  are  provided  to  assist  dental  schools  and  other 
eligible  institutions  with  respect  to  oral  health  care  to  patients  with  HIV 
disease. 

Each  dental  school  and  other  eligible  institution  must  submit  applications 
annually.   Information  on  the  application  includes  the  number  of  HIV-infected 
patients  treated,  amount  of  their  uncompensated  costs,  type  of  oral  health 
services  provided,  total  fees  charged,  description  of  collaboration  with  Ryan 
White  Care  Act  programs  and  description  of  how  the  institution  continues  to 
provide  oral  health  services  to  persons  with  HIV  disease.   Funds  are  awarded 
to  eligible  applicants  taking  into  account  the  number  of  HIV  infected  patients 
served  and  the  unreimbursed  oral  health  costs  incurred  for  each  institution  as 
compared  to  the  total  number  of  HIV  infected  patients  and  total  costs  incurred 
for  all  eligible  applicants. 

An  application  to  receive  an  award  is  completed  and  forwarded  each  year  by 
participating  institutions. 

Funding  for  the  HIV/AIDS  Dental  Reimbursement  program  for  the  last  five  years 
has  been  as  follows: 


1992 

4 

838 

241  1/ 

1993 

5 

103 

800  1/ 

1994 

7 

000 

000 

1995 

6 

937 

000 

1996 

Policy 

6 

065 

000 

Prior  to  the  FY  1994  appropriation,  this  program  was  funded  under  Title  II  of  tha  Ryan  White 
CA.R.E.  Act. 
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Program  Accomplishments 

Currently,  a  evaluation  study  is  being  finalized  which  will  evaluate  the 
HIV/AIDS  Dental  Reimbursement  program.   It  will  attempt  to  measure  the 
impact /outcome  of  the  program  for  the  last  five  years  related  to  scope, 
content  and  conduct  of  HIV/AIDS  education,  HIV-infected  patients'  access  to 
oral  health  care,  integration  of  oral  health  care  with  health  care  and 
long-term  care  management  and  practice  characteristics  of  recent  graduates. 
The  study  will  be  initiated  prior  to  September  30,  1995. 

Rationale  for  the  Budget  Request 

The  FY  1997  request  of  $6,937,000  is  an  increase  of  $672,000  over  the  FY  1996 
policy  level.   The  increase  will  support  an  additional  8  schools  and  an 
estimated  12,000  HIV  patients  will  benefit  from  dental  services.   The  total 
request  will  be  used  to  train  dental  practitioners  to  provide  health  care  to 
HIV  infected  patients. 

Response  to  the  dental  HIV/AIDS  reimbursement  program  indicates  that  many 
dental  schools  and  postdoctoral  programs  are  major  care  sites  for  HIV  infected 
patients.   Institutions  are  providing  comprehensive  oral  health  care  for  more 
and  more  patients  at  a  much  greater  loss  of  revenue  as  the  epidemic  continues 
to  spread.   This  is  evident  as  each  year  more  monies  are  requested  by  the 
institutions  than  are  available.   For  example,  in  1995  the  amount  of 
unreimbursed  costs  reported  by  the  institutions  totaled  above  $14  million, 
over  two  times  the  appropriated  $6.9  million.   Dental  schools  and  post- 
doctoral dental  programs  continue  to  provide  the  needed  care  regardless,  in 
many  instances,  of  the  patients  ability  to  pay  for  services  rendered. 
Althought  the  number  of  patients  served  continues  to  increase  the  average 
reimbursement  per  patient  has  decreased.   Institutions  in  36  states  have 
received  monies  through  the  program. 


Outputs : 


1995 

1996 

1997 

Actual 

Policy 

Estimate 

mber  of  Schools 

105 

115 

123 

.  of  HIV  Patients 

73,589 

88,000 

100,000 
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Family  Planning  Program  , 

Authorizing  Legislation—Title  X,  Section  1001  of  the  Public  Health  Service 
Act. 


1995  1996                 1997  or 

Actual Efilica Estimate Decrease 

FTE            BA  FTE            fifi.   £T£             BA  FTE           BA 

43  $193,349,000  52  $193,034,000    52   $198,452,000  -  +$5,418,000 

FY  1997  Authorization.  .  .  .  Legislative  authority  is  pending. 

Purpose  and  Method  of  Operation 

The  Family  Planning  Program,  Title  X  of  the  PHS  Act,  is  administered  and 
directed  through  the  Office  of  Population  Affairs/Office  of  Public  Health  and 
Science.   The  program  provides  grants  to  public  and  private  non-profit 
agencies  to  provide  voluntary  family  planning  services.   In  FY  1996  more  than 
4  million  clients,  primarily  women,  will  receive  family  planning  services  at 
over  4,000  clinics  funded  in  part  by  Title  X.   Title  X  is  the  only  Federal 
program  focused  only  on  family  planning,  decreasing  unintended  pregnancy  and 
decreasing  adolescent  pregnancy.   While  other  Federal  programs  such  as 
Medicaid  provide  funding  for  family  planning.  Title  X  serves  a  population 
largely  unserved  by  Medicaid  which  includes  teens,  nulliparous  women,  and  the 
working  poor.   Programs  are  required  to  give  priority  to  clients  who  are 
members  of  low- income  families.   Title  X  clinics  provide  free  care  to  members 
of  low- income  families  and  charge  fees  according  to  a  sliding  scale  for  those 
with  higher  incomes . 

For  many  clients  the  family  planning  clinic  has  been  the  primary,  or  sole, 
point  of  contact  with  the  health  care  system.   Rising  sexual  activity  rates 
among  young  people,  recent  increases  in  the  number  of  women  with  low  income 
who  need  subsidized  services  and  concerns  about  prevention  of  sexually 
transmitted  diseases  (including  HIV)  have  increased  the  need  for  family 
planning  services. 

Family  planning  clinics  provide  contraception,  basic  gynecologic  care, 
diagnosis  and  treatment  for  sexually  transmitted  diseased,  breast  and  cervical 
cancer  screening  and  education  and  referral  information,  as  well  as  screening, 
for  ancillary  health  problems  such  as  hypertension  and  diabetes.   In  addition 
to  the  services  program.  Title  X  also  supports  training  for  nurse 
practitioners  to  provide  services  in  clinics,  training  programs  for  other 
medical,  professional,  administrative  and  clerical  clinic  personnel,  an 
information  and  education  program  and  a  research  program  which  focuses  on 
family  planning  service  delivery  improvements. 

In  FY  1996  there  were  83  grantees,  of  which  33  were  State  or  territorial 
health  departments.   In  an  additional  11  States,  the  State  health  department 
was  one  of  two  or  more  grantees  receiving  funds . 
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Funding  for  the  Family  Planning  program  during  the  last  five  years  has  been  as 
follows: 


1992          149,466 

000 

1993          173,418 

000 

1994          180,918 

000 

1995          193,349 

000 

1996  Policy   193,034 

000 

Rationale  for  Budaet 

Request 

In  addition  to  provision  of  contraceptive  services  and  counseling,  Title  X 
Family  Planning  clinics  provide  information  and  education  activities, 
prevention  and  treatment  services  for  sexually  transmitted  diseases,  services 
for  the  prevention  of  HIV  infrection;  prevention  of  adolescent  pregnancy; 
screening  for  cervical  cancer;  services  to  prevent  infant  mortality  and  low 
birthweigh,  as  well  as  the  basic  gynecologic  care,  counseling  and  referrals 
for  common  health  problems . 

Increases  in  costs  of  providing  these  services  have  limited  the  capability  of 
the  Title  X  program  to  meet  the  needs  for  its  services,  while  demographic  and 
economic  trends  have  increased  the  number  of  women  in  need  of  low  cost  or  free 
services.   In  addition,  AIDS  prevention  activities,  and  screening  and 
referrals  for  breast  and  cervical  cancer  have  increased  the  service  demands 
placed  on  family  planning  clinics.   Emerging  issues  such  as  managed  care,  the 
information  superhighway,  and  changes  in  nurse  practitioner  regulations  and 
education  requirements  in  various  states  also  impact  on  the  family  planning 
delivery  system. 

The  FY  1997  estimate  of  $198,452,000  is  an  increase  of  $5,418,000  over  the 
FY  1996  Policy  level.   This  increase  will  further  strengthen  the  health 
inf rasturcture  for  families,  women  and  adolescents.   This  increment  will  be 
didicated  to  achieving  and  enhancing  the  program  priorities  of  Title  X,  which 
include : 

•  increasing  outreach  to  women  not  likely  to  seek  services, 
including  homeless  persons,  disabled  persons,  substance  abusers 
and  adolescents; 

•  emphasis  on  comprehensiveness  of  reproductive  health  services, 
including  STD  and  cancer  screening  and  prevention,  increased 
involvement  of  male  partners,  HIV  prevention  education  and 
counseling,  substance  abuse  screening  and  referral ,- 

•  emphasis  on  services  to  adolescents,  including  more  community 
education,  emphasis  on  postponement  of  sexual  activity,  and  more 
accessible  provision  of  contraceptive  counseling  and 
contraception; 

•  elimination  of  disincentive  to  provide  effective  contraceptives 
that  require  higher  initial  investment,  serve  high  risk  (and  high 
unit  cost)  clients,  and  provide  non-revenue-generating  services 
such  as  community  education  and  prevention  services;  and 


620 


149 


•     emphasis  on  training  and  retention  of  family  planning  nurse 

practitioners,  particularly  minority  nurse  practitioners  and  nurse 
practitioners  servicing  disadvantaged  and  medically  underserved 
communities. 

These  priorities  reflect  the  Family  Planning  Program's  strategy  for  the  most 
efficient  and  effective  utilization  of  Title  X  funds. 


Program  Data 

FY  1995 

Actual 

Services 179,  561,  000 

Training 5, 131,000 

Service  Delivery 

Improvement 3 ,  095 ,  000 

I&E/Evaluation 1.340.000 

Total  Program 189, 127,  000 

Program  Support 4 ,  222 ,  000 

Total 193,349,000 

FTEs 43 

Output  Data 

FY  1995 

Actual 

Number  of  Grantees 83 

Number  of  Clinics 4,230 

Clients  Served 4,300,000 

General  Training  Program 

Number  of  Awards 15 

Number  of  Trainees...      22,353 

Nurse  Practitioner  Program 

Number  of  Awards 5 

Number  of  Graduates..         214 


FY  1996 
Policy 


179,561,000 
5,131,000 

3,095,000 

1-340.000 

189,127,000 

3,907,000 

193,034,000 
52 


FY  1997 

Estimate 

184,864,000 
5,233,000 

3,156,000 

1.380. 000 

194,633,000 

3,819,000 

198,452,000 
52 


FY  1996 

FY  1997 

Policv 

Estimate 

83 

83 

4,230 

4  ,230 

4,300,000 

4,320,000 

5 
214 


5 
222 
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MATERNAL  AND  CHILD  HEALTH  BLOCK  GRANT 
Fiscal  Years  1995,  1996  and  1997 


FY  1995 


FY  1996 


FY  1997 


ALABAMA $12,397,920  $12,353,742  $12,351,593 

ALASKA 1,114,098  1,110,885  1,110,728 

ARIZONA 6,991,382  6,954,840  6,953,063 

ARKANSAS 7,498,632  7,471,667  7,470,355 

CALIFORNIA 41,639,448  41,403,902  41,392,446 

COLORADO 7,570,130  7,547,875  7,546,793 

CONNECTICUT 4,812,412  4,798,907  4,798,250 

DELAWARE 1,955,955  1,952,657  1,952,497 

DISTRICT  OF  COLUMBIA 7,046,372  7,041,460  7,041,221 

FLORIDA 19,008,026  18,917,796  18,913,407 

GEORGIA 16,689,254  16,629,990  16,627,107 

HAWAII 2,230,614  2,225,245  2,224,984 

IDAHO 3,292,801  3,284,408  3,284,000 

ILLINOIS 23,053,219  22,967,555  22,963,388 

INDIANA 12,315,318  12,280,300  12,278,597 

IOWA 6,949,058  6,931,692  6,930,847 

KANSAS 4,986,175  4,970,191  4,969,414 

KENTUCKY 12,130,431  12,089,949  12,087,980 

LOUISIANA 14,795,682  14,729,165  14,725,930 

MAINE 3,484,810  3,477,767  3,477,425 

MARYLAND 12,030,175  12,008,278  12,007,213 

MASSACHUSETTS 11,753,677  11,723,486  11,722,018 

MICHIGAN 20,765,001  20,687,384  20,683,609 

MINNESOTA 9,601,120  9,576,040  9,574,820 

MISSISSIPPI 10,696,676  10,653,249  10,651,137 

MISSOURI 12,913,946  12,874,345  12,872,419 

MONTANA 2,531,600  2,523,974  2,523,603 

NEBRASKA 4,174,906  4,164,848  4,164,359 

NEVADA 1,510,931  1,504,502  1,504,189 

NEW  HAMPSHIRE 1,996,241  1,992,855  1,992,690 

NEW  JERSEY 11,754,445  11,719,996  11,718,320 

NEW  MEXICO 4,562,760  4,541,571  4,540,541 

NEW  YORK 41,285,407  41,147,392  41,140,679 

NORTH  CAROLINA 16,713,517  16,666,438  16,664,148 

NORTH  DAKOTA 1,957,266  1,952,113  1,951,863 
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MATERNAL  AND  CHILD  HEALTH  BLOCK  GRANT 
Fiscal  Years  1995,  1996  and  1997 
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FY  1995 


FY  1996 


OHIO 

OKLAHOMA 

OREGON 

PENNSYLVANIA 

RHODE  ISLAND 

SOUTH  CAROLINA 

SOUTH  DAKOTA 

TENNESSEE 

TEXAS 

UTAH 

VERMONT 

VIRGINIA 

WASHINGTON 

WEST  VIRGINIA 

WISCONSIN 

WYOMING 

AMERICAN  SAMOA 

GUAM 

NORTHERN  MARIANAS  . . 
PUERTO  RICO 

TRUST  TERRITORY: 

PALAU 

MICRONESIA 

MARSHALL  ISLANDS. 

VIRGIN  ISLANDS 

Grants  to  States*... 

Setasides 

TOTAL 


23.983.311 
7,705,304 
6,294,214 

25,300,688 
1,714,513 

11,821,272 

2,399,584 

12,230,863 

36,361,594 

6,216,652 

1,724,502 

12,614,299 

9,049,347 

6,858,245 

11,592,035 

1,301,843 

515,033 

795,441 

486,421 

16,584,078 


154,511 

543,647 

240,348 

1,562,269 

572,259,419 

111,690,581 

$683,950,000 


23,897,855 
7,674,379 
6,275,421 

25,226,304 
1,709,218 

11,788,095 

2,392,663 

12,187,235 

36,160,467 

6,203,336 

1,721,654 

12,580,439 

9,019,142 

6,838,325 

11,559,508 

1,298,544 

513,195 

792,601 

484,684 

16,524,867 


153,959 

541,706 

239,489 

1,556,691 

570,216,241 

110,978,759 

$681,195,000 


23,893,698 
7,672,875 
6,274,507 

25,222,686 
1,708,960 

11,786,481 

2,392,326 

12,185,113 

36,150,684 

6,202,688 

1,721,516 

12,578,792 

9,017,672 

6,837,356 

11,557,926 

1,298,384 

513,105 

792,463 

484,600 

16,521,987 


153,932 

541,612 

239,448 

1,556,420 

570,116,864 

110,944,136 

$681,061,000 


The  State  allocation  is  determined  by:   (1)  the  amount  alloted  to  each 
State  in  1983  totalling  $422,050,000.  and  (2)  the  remaining  amount  is 
distributed  based  on  the  number  of  low  income  children  in  each  State 
in  relation  to  the  total  number  of  such  children  nationally.   The 
Census  data  is  used  to  determine  each  states  proprotion  of  low  income 
children. 
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RYAN  WHITE  C.A.R.E.  Act:   TITLE  II,  HIV  CARE  GRANTS  to  STATES 
Title  XXVI.  Part  B,  USPHS  Act  -  Fiscal  Years  1995,  and  1996 

FY  1995  FY  1996           FY  1997 

STATE Actual Estimate  1/ Estimate  2/ 

ALABAMA $1,349,942  $1,517,346 

ALASKA 100,000  153,011 

ARIZONA 1,759,313  1,560,185 

ARKANSAS ,. .  .  753,038  791,001 

CALIFORNIA :..  27,867,193  28,515,106 

COLORADO 1,980,699  1,771,471 

CONNECTICUT 2,404,858  2,658,531 

DELAWARE 585,604  705,773 

DISTRICT  OF  COLUMBIA 2,532,524  3,029,052 

FLORIDA 17,780,752  21,314,289 

GEORGIA 4,731,696  5,799,349 

HAWAII 499,350  572,701 

IDAHO 138,867  145,343 

ILLINOIS 5,577,650  6,576,379 

INDIANA 1,536,770  1,534,804 

IOWA 333,360  317,332 

KANSAS 568,263  674,661 

KENTUCKY 643,697  805,897 

LOUISIANA 2,785,044  3,216,612 

MAINE 228,492  298,561 

MARYLAND 4,684,012  6,260,442 

MASSACHUSETTS 3,776,077  3,584,479 

MICHIGAN 2,675,943  2,602,731 

MINNESOTA 973,550  922,840 

MISSISSIPPI 954,192  1,152,177 

MISSOURI 2,504,335  1,812,040 

MONTANA 100,000  100,000 

NEBRASKA 267,083  247,055 

NEVADA 964,174  1,008,420 

NEW  HAMPSHIRE 175,763  254,201 

NEW  JERSEY 8,958,831  10,947,999 

NEW  MEXICO 479,074  511,177 

NEW  YORK 29,093,044  32,811,361 

NORTH  CAROLINA 2,414,668  3,004.224 

NORTH  DAKOTA 100,  000  100,  000 


624 


153 

RYAN  WHITE  C.A.R.E.  Act:  TITLE  II,  HIV  CARE  GRANTS  to  STATES 

Title  XXVI,  Part  B,  USPHS  Act  -  Fiscal  Years  1995,  and  1996 

FY  1995  FY  1996           FY  1997 

STATE Actual Estimate  1/ Estimate  2/ 

OHIO $2,623,138  $3,008,376 

OKLAHOMA 1,050,786  748,577 

OREGON 1.300,587  1,353,088 

PENNSYLVANIA 5,177,510  6,426,191 

RHODE  ISLAND 554,753  670,779 

SOUTH  CAROLINA 2,679,771  2,724,353 

SOUTH  DAKOTA 100,000  100,000 

TENNESSEE 1,846,877  2,292,463 

TEXAS 12,636,414  13,652,061 

UTAH 428,266  394,823 

VERMONT 103,727  107,955 

VIRGINIA 2,642,609  3,162,831 

WASHINGTON 2,310,797  2,337,082 

WEST  VIRGINIA 184,768  297,674 

WISCONSIN 1,063,650  892,331 

WYOMING 100,000  100,000 

GUAM 2,902  1,256 

PUERTO  RICO 7,682,087  9,594,585 

VIRGIN  ISLANDS 0  128,325 

Grants  to  States 174,766,500  195,269,300        205,000,000 

AIDS  Drug  Assistance 0  52,000,000        52,000,000 

Setasides  3/ 23,380,500  26,627,700        23,954,000 

TOTAL $198,147,000  $273,897,000       $280,954,000 


1/  Fiscal  Year  1996  estimates  assume  President's  Budget  Request  and  current 

law. 
2/  Fiscal  Year  1997  grant  amounts  are  unavailable  because,  under  current 

law,  the  formula  used  to  determine  the  grant  amount  must  include  the 

number  of  AIDS  cases  in  the  States  for  the  two  year  period  ending 

September  30,  1996. 
3/  Includes  amounts  setaside,  under  current  law,  for  special  projects  of 

National  Significance,  technical  assistance  to  grantees,  and  program 

evaluation. 
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Detail  of  Full-Time  Equivalent  Employment  (FTE) 


1995 
Actual 


1996 
Policy 


1997 
Estimate 


National  Hansen's  Disease  Center 233 

Health  Professions  Workforce 

Development  Initiative 93 

Family  Planning 4  3 

Bone  Marrow  Donor  Registry  Program 1 

Program  Management : 

Bureau  of  Primary  Health  Care 471 

Bureau  of  Health  Professions 225 

Bureau  of  Health  Resources  Development.  202 

Maternal  and  Child  Health  Bureau 174 

Office  of  the  Administrator 214 

Subtotal,  Program  Management 1,286 

Total,  Direct  \l 1,6  56 


447 

447 

205 

205 

210 

210 

186 

186 

205 

205 

1,253 

1,253 

Average  GS  Grade 

1993 10.9 

1994 10. 9 

1995 10. 9 

1996 10.8 

1997 10.8 


1/ 


Excludes  Reimbursements . 
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m°E™MNT   °F   HEALTH   ™>   HUMAN    SERVICES 
HEALTH    RESOURCES   AND   SERVICES   ADMINISTRATIS 

MEDICftr,  BCMtaa  aiftB&ffflBE  ANn  i.ntM  m,r 

FY  1997  R..Hqfr 

Appropriation  language 

Amounts  available  for  obligation 

Summary  of  changes   

Budget  authority  by  activity 

Budget  authority  by  object 

Authorization  legislation 

Table  of  estimates  and  appropriations 

Justification: 

A.  General  statement 

B.  Activities  interest  subsidies 


£ao£ 

156 
157 
158 
159 
159 
160 
161 

162 
163 
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MEDICAL  FACILITIES  GUARANTEE  AND  LOAN  FUND 

FEDERAL  INTEREST  SUBSIDIES  FOR  MEDICAL  FACILITIES 

For  carrying  out  subsections  (d)  and  (e)  of  section  1602  of  the  Public 
Health  Service  Act,  [$8,000,000,]  $7,000,000,    together  with  any  amounts 
received  by  the  Secretary  in  connection  with  loans  and  loan  guarantees  under 
title  VI  of  the  Public  Health  Service  Act,  to  be  available  without  fiscal  year 
limitation  for  the  payment  of  interest  subsidies.   During  the  fiscal  year,  no 
commitments  for  direct  loans  or  loan  guarantees  shall  be  made. 


Note:  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at 
the  time  this  budget  was  prepared.   The  1996  amounts  included  in  this  budget 
are  based  on  the  levels  provided  in  these  continuing  resolutions:  P.L.  104-91, 
P.L.  104-92,  and  P.L.  104-93. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 


MEDICAL  FACILITIES  GUARANTEE  AND  LOAN  FUND 


Amounts  Available  for  Obligation 


1995 

1996 

1997 

Actual 

Policv 

Estimate 

$9,000,000 

$8,000,000 

$7,000,000 

Unobligated  balance. 

start  of  year 

33,276,000 

33,131,000 

29,131,000 

Unobligated  balance. 

end  of  year 

-33,131,000 

-29,131,000 

-25,631,000 

Redemption  of  Debt... 

11.942.000 

12.000.000 

12.000.000 

Total  Obligations.... 

$21,087,000 

$24,000,000 

$22,500,000 

157 
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MEDICAL  FACILITIES  GUARANTEE  AND  LOAN  FUND 

Summary  of  Changes 

1996  Budget  Authority 

1997  Budget  Authority 

Net  change 


$8,000,000 
7.000.000 


-$1,000, 000 


Built-in: 

Interest  payments. 


1996         Change  from 

Estimate  Base        Base 

(FTE)       BA.    (FTE)       fiA. 


<  — )  £8.000.000  (---)  -sl.000.000 


Net  Change. 
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MEDICAL  FACILITIES  GUARANTEE  AND  LOAN  FUND 


Budget  Authority  by  Activity 


159 


Interest  Subsidy  Payments 
Total  Budget  Authority. . . 


1995 

1996 

1997 

Actual 

Policv 
£8. 000. 000 

Estimate 

S9. 000. 000 

$7,000,000 

$9,000,000 

$8,000,000 

$7,000, 000 

Budget  Authority  by  Object 


1996 

1997 

Increase  or 

Policv 

Estimate 

Grants,  Subsidies 

&  Contributions: 

$8,000  000 

$7,000,000 

-$1,000,000 

Total  Budget  Authority: 

$8,000,000 

$7,000,000 

-$1, 000, 000 
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AUTHORIZING  LEGISLATION 


1996 

1997 

Amount 

1996 

Amount 

1997 

Authorized 

Policv 

Authorized 

Estimate 

Interest  subsidies: 
(a)  PHS  Act  Section 

1602(c) (3) (A) (ii)  Indefinite   $8,000,000    Indefinite   $7,000,000 
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APPROPRIATIONS  HISTORY  TABLE 
Medical  Facilities  Guarantee  Fund 


Budget 

Estimate 

House 

Senate 

to  Conaress 

Al  lovrance 

Allowance 

AooroDr lat  ion 

1985 

$26,500,000 

$26,500,000 

$26,500,000 

$26,000,000 

1986 

25,000,000 

25,000,000 

25,000,000 

25,000, 000 

1987 

20,000,000 

20,000,000 

20,000,000 

20,000,000 

1988 

22,000,000 

22,000,000 

22,000,000 

22, 000, 000 

1989 

21,600,000 

21,600,000 

21,  600,000 

21,600,000 

1990 

21,000,000 

21,000,000 

21,000, 000 

21, 000,000 

1991 

20,000,000 

20,000,000 

20,000,000 

20, 000,000 

1992 

19,000, 000 

19,000,000 

19,000,000 

18, 600, 000 

1993 

16,000,000 

10,900,000 

10,900,000 

10,900, 000 

1994 

9,000,000 

9,000,000 

9,000,000 

9, 000,000 

1995 

9,000,000 

9,000,000 

9,000,000 

9, 000,000 

1996 

8,000,000 

8,000,000 

-1/ 

— 

1997 

7,000,000 

1/  As  of  3/13/96  the  Senate  has  not  acted,  therefore,  Senate  recommendation 
cannot  be  provided. 
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MEDICAL  FACILITIES  GUARANTEE  AND  LOAN  FUND 


Public  Health  Service  Act,  Title  XVI 

1995                        1996  1997 

ActUaJ Policv Estimate 

EA                       BA  EA 

$9,000,000                 $8,000,000  $7,000,000 


General  Statement 

The  Medical  Facilities  Guarantee  and  Loan  Fund  was  established  in  1972  under 
the  Medical  Facilities  Construction  Program  in  order  to  make  funds  available 
for  construction  of  medical  facilities.   This  was  accomplished  either  by 
making  direct  loans  or  providing  guarantees  on  loans  by  third  parties  and 
paying  interest  subsidies  on  guaranteed  loans  or  direct  loans  sold  to  the 
Federal  Financing  Bank  (FFB) .   The  fund  is  established  in  the  Treasury  without 
fiscal  year  limitation  to  make  direct  loans,  pay  interest  subsidies,  make 
payments  of  principal  and  interest  in  the  event  default  on  a  guaranteed  loan, 
and  repurchase  loans  sold  and  guaranteed. 

In  FY  1997,  $7,000,000  million  is  requested  in  budget  authority  to  pay 
interest  subsidy  commitments.   Also,  it  is  estimated  that  $1.5  million  will  be 
required  from  the  default  account  to  pay  defaulted  loans  in  FY  1997.   A 
default  account  containing  approximately  $19  million  at  the  end  of  FY  1995  was 
originally  established  at  $50  million  and  is  used  for  payment  of  defaults. 
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Interest   Subsidies    (Medical   Facilities  Guarantee  and  Loan  Fund) 

Authorizing  Legislation   -   Section   1602 (c) (3) (A) (ii)    of    the   Public   Health 
Service  Act 


1995  1996                                   1997  or 

Actual  Policy          XI  Estimate                      Decrease 

fiA.  B&                                        B&  B& 

$9,000,000  $8,000,000  $7,000,000  -$1,000,000 

1/   Based  on   levels   of    the  ninth  CR,    including  an   incremental  policy  adjustment. 


1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

The  purpose  of  the  interest  subsidy  activity  is  to  honor  commitments  entered 
into  for  subsidizing  interest  payments  on  guaranteed  loans  made  for 
modernization,  construction,  and  conversion  of  hospitals  and  other  non-profit 
medical  facilities.   Interest  is  subsidized  at  the  rate  of  3  percent  on 
guaranteed  loans  made  by  private  lenders  and,  in  the  case  of  direct  loans  sold 
to  the  Federal  Financing  Bank,  the  amount  of  interest  paid  from  the  fund  is 
based  on  the  rate  paid  by  the  borrower  and  the  rate  given  by  FFB.   The  Medical 
Facilities  Guarantee  and  Loan  Fund  was  established  in  1972  under  the  Medical 
Facilities  Construction  Program  in  order  to  make  funds  available  for 
construction  of  medical  facilities.   The  fund  is  established  in  the  Treasury 
without  fiscal  year  limitation  to  pay  interest  subsidies,  make  payments  of 
principal  and  interest  in  the  event  of  default  on  a  guaranteed  loan,  and 
repurchase,  if  necessary  loans  sold  and  guaranteed.   Also,  it  is  estimated 
that  $1.5  million  will  be  required  from  the  default  account  to  pay  defaulted 
loans  in  FY  1997.   A  default  account  of  approximately  $19  million  at  the  end 
of  FY  1995  was  originally  established  at  $50  million  and  is  used  for  payment 
of  defaults. 

Funding  levels  for  the  Medical  Facilities  Guarantee  and  Loan  Fund  during  the 
last  five  years  has  been  as  follows: 


1992 

18 

600 

000 

1993 

10 

900 

000 

1994 

9 

000 

000 

1995 

9 

000 

000 

1996 

Policy 

8 

000 

000 

Rationale  for  the  Budget  Request 

The  request  for  $7,000,000  million  will  be  used  to  meet  commitments  for 
interest  subsidies  due  on  loans  as  required  by  the  Public  Health  Service  Act 
as  amended. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

Health  Education  Assistance  Loans 

FY  1997  Budget  Page  NO. 

Appropriation  language 166 

Amounts  available  for  obligation 167 

Summary  of  changes 168 

Budget  authority  by  activity 168 

Budget  authority  by  object 169 

Administrative  costs 170 

Authorizing  legislation 171 

Appropriation  history  tables 172 

Justification: 

A.  General  statement 174 

B.  Health  education  assistance  loan  program 175 

C.  Student  loan  insurance  account  (SLIA) 

(Liquidating  Account) 176 
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HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 
Health  Education  Assistance  Loan  Program  Account 

For  the  cost  of  guaranteed  loans,  such  sums  as  may  be  necessary  to  carry 
out  the  purpose  of  the  program,  as  authorized  by  Title  VII  of  the  Public 
Health  Service  Act,  as  amended:  Provided,    That  such  costs,  including  the  cost 
of  modifying  such  loans,  shall  be  as  defined  in  section  502  of  the 
Congressional  Budget  Act  of  1974:  Provided  further,    That  these  funds  are 
available  to  subsidize  gross  obligations  for  the  total  loan  principal  any  part 
of  which  is  to  be  guaranteed  at  not  to  exceed  $140,000,000.   In  addition,  for 
administrative  expenses  to  carry  out  the  guaranteed  loan  program,  $2,695,000. 


Note  -  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time  this  budget 
was  prepared.  The  1996  amounts  included  in  this  budget  are  based  on  the  levels  provided  in  three 
continuing  resolutions:  PL.  104-91,  PL.  104-92,  and  P.L.  104-93. 
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Liquidating  Account  (SLIA) 

Amounts  Available  for  Obligation 

1995 

Approp-  1996  1997 

riation Policy Estimate 

Balance,  start  of  year $26,070,000  $23,519,000  $4,019,000 

Appropriation 17,990,000            14,481,000 

Collections: 

Repayments 16.457.000  16.500.000  17.000.000 

Total  available 60,517,000  40,019,000  35,500,000 

Claims : 

Death  and  disability -4,322,000  -4,500,000  -4,500,000 

Defaults -32.676.000  -31.500.000  -31.000.000 

Total  claims -36,998,000  -36,000,000  -35,500,000 

Ending  balance 23,519,000  4,019,000           

HEAL  Program  and  Financing  Accounts 

Amounts  Available  for  Obligation 

1995 
Approp-  1996  1997 
riation Policy Estimate 

Balance,  start  of  year $152,501,000  $202,365,000  $228,575,000 

Appropriation 24,972,000  2,829,000  3,172,000 

Collections : 

Premiums 19,292,000  14,700,000  9,800,000 

Interest 11,035,000  15,999,000  17,570,000 

Repayments/Recoveries....  209. 000  484. 000 

Total  collections 30,327,000  30,908,000  27,854,000 

Total  available 207,800,000  236,102,000  259,727,000 

Claims : 

Death  and  disability -130,000  -343,000  -546,000 

Defaults -1.383.000  -3.3SS.000  -6.564.000 

Total  claims -1,513,000  -3,698,000  -7,110,000 

Office  of  Default  Reduction   -1,000,000  -1,000,000  -1,000,000 

Administrative  Expenses....   -2. 922. 000  -2. 703. 000  -2. 695. 000 

Ending  balance 202,365,000  228,701,000  248,922,000 
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SUMMARY  OF  CHANGES 


1996  New  Loan  Guarantee  Ceiling $210,  000,  000 

1997  Estimate,  Loan  Guarantee 140.  ooo.  ooo 

Net  Change -70,000,000 

Appropriations: 

Increases ; 

1996  Policy  SLIA  Liquidating  Account 

1997  SLIA  Liquidating  Account 14.481 .  oon 

Total  Change +14,481,000 

1996  Policy  HEAL  Program  Account 2,829,  000 

1997  HEAL  Program  Account 3. 172.  000 

Total  Change +343 ,  000 


Budget  Authority  bv  Activity 
(Dollars  in  $000) 


Liquidating  Account  (SLIA) 


1995 

Actual 


1996 

Policy 


$--- 


1997 
Estimate 


$14,481 


HEAL  Program  Account-  ■ 

Program  Activities 

Administrative  Expenses . 
Total,  Program  Account. . 


22,050 


2-922 


2.703 


2,829 


477 
2.635 
3,172 
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Investments  and  loans. 


Budget  Authority  by  Object 
Liquidating  Account  (SLIA) 


Increase 

1996 

1997 

or 

Policv 

Estimate 

Decrease 

$14,481,000   +$14,481,000 


Budget  Authority  by  Object 
Program  and  Financing  Account 


Full-time  equivalent 
employment  1/ 

Average  GS/GM  Grade 

Average  GS/GM  Salary 

Average  Commissioned  grade, 
established  by  Act  of 
July  1,  1944  (42  USC  207).. 

Average  commissioned  salary. 


Increase 

1996 

1997 

or 

Policv 

Estimate 

Decrease 

30 

30 

-- 

12.4 

12.4 

-- 

$63,208 

$66,458 

+  3,25 

$105,000    $110,000 


Personnel  compensation: 

Full-time  permanent $911,000  $956,000  +$45,000 

Other  than  full-time  perm. .  69 . 000  72 . 000  +3 . 000 

Total  personnel  comp. . .  980,000  1,028,000  +48,000 

Personnel  benefits 245,000  257,000  +12,000 

Travel  and  transporta- 
tion of  persons 19,000  20,000  +1,000 

Printing  and  reproduction..  13,000  15,000  +2,000 

Other  services 1,379,000  1,305,000  -74,000 

Operation  and  maintenance 

of  equipment 10,000  10,000        

Supplies  and  materials 7,000  10,000  +3,000 

Equipment 50,000  50,000         

Insurance  claims  and 

indemnities 126.000  477.000  +351.000 

Total  Budget  Authority....  2,829,000  3,172,000  +343,000 

1/  Includes  5  FTEs  in  FYs  1996-1997  for  the  Office  of  Default  Reduction. 


24-955  96-21 
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Administrative  Costs 
(Budget  Authority) 


1996 

Current  1997 

Estimate  Estimate  Change 

Personnel  compensation: 

Full-time  permanent  (11.1) $911,000  $956,000  +$45,000 

Other  than  Full -Time  Permanent  (11.3)     69. 000  72. ooo  +3. 000 

Total  Personnel  Compensation  (11.9).     980,000  1,028,000  +48,000 

Personnel  benefits  (12.1) 245,000  257,000  +12,000 

Travel  and  transportation  of 

persons  (21.0) 19,000  20,000  +1,000 

Printing  and  reproduction  (24.0) 13,000  15,000  +2,000 

Other  services  (25.2) 1,379,000  1,305,000  -74,000 

Operation  and  maintenance  of 

equip  (25.7) 10,000  10,000  

Supplies  and  materials  (26.0) 7.  000  10.  ooo  +3  .  000 

Total 2,653,000  2,645,000  -8,000 
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APPROPRIATIONS  HISTORY 
SLIA  Liquidating  Account 


1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 


Budget 
Estimate       House        Senate 
to  Congress  Allowance    Allowance   Appropriation 


$25,000,000   $25,000,000   $24,870,000 


35,502,000 
54,432,000 
64,878, 000 
56,620,000 
42,000,000 
14,481,000 


48,000,000  48,000,000  48,000,000 

54,432,000  54,432,000  47,631,000 

64,878,000  64,878,000  64,878,000 

56,620,000  56,620,000  56,620,000 

42,000,000  
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APPROPRIATIONS  HISTORY 
HEAL  Program  Account 

Budget 
Estimate       House        Senate 
to  Congress    Allowance    Allowance   Appropriation 

1988  ---  

1989 

1990 

1991  

1992  $23,313,000    $31,500,000   $31,500,000    $31,500,000 

1993  23,884,000  29,302,000  39,400,000  25,148,000 

1994  26,426,000  26,458,000  26,458,000  26,458,000 

1995  28,221,000  28,221,000  28,221,000  24,972,000 

1996  20,966,000  20,966,000  ---            

1997  3,172,000 
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General  Statement 


Health  Education  Assistance  Loans  (HEAL) 

To  assist  in  training  students  in  various  health  fields,  the  HEAL  program  was 
authorized  to  provide  insured  loans  for  students  enrolled  in  schools  of 
allopathic  and  osteopathic  medicine,  dentistry,  veterinary  medicine, 
optometry,  podiatry,  public  health,  pharmacy,  chiropractic,  and  graduate 
programs  in  health  administration,  clinical  psychology  and  allied  health. 

Eligible  student  borrowers  obtain  loans,  to  be  used  for  tuition  and  other 
reasonable  educational  and  living  expenses,  from  participating  commercial 
lenders,  educational  institutions.  State  agencies,  insurance  companies  and 
pension  funds.   The  repayment  of  principal  and  interest  is  guaranteed  by  the 
Federal  Government  if  the  borrower  becomes  permanently  disabled,  dies,  or 
defaults  on  the  repayments. 

Student  Loan  Insurance  Account  (SLIA) 

The  SLIA  provides  repayments  to  the  lenders  on  defaulted  HEAL  loans,  and  for 
claims  due  to  the  death  or  disability  of  student  borrowers.   Deposits  to  the 
fund  are  derived  from  insurance  premiums  charged  to  the  borrowers  when  the 
loans  are  made,  repayments  of  defaulted  claims,  and  if  necessary,  from 
borrowing  authority  and/or  appropriations. 
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Health  Education  Assistance  LoaiiB 

Authorizing  legislation  -  Public  Health  Service  Act,  Title  VII,  Sections 
701-720. 


Increase 

1995 

199« 

1997 

or 

Pollcv 

B. 

BA 

FTS 

Bft 

™ 

Bft 

PTE             fifl 

Lotn  Guarantee  Limitation 

$375,000 

000 

$210,000 

000 

$140,000 

ooo 

s— 

Appropr  t  a  t ion : 

Liquidating  Account 

-- 

17,990 

000 

- 

... 

-- 

14,491 

000 

--   .14.4B1.000 

Program  Account 

" 

22,050 

000 

126 

000 

477 

000 

♦351,000 

Administrative  Expenses 

18 

2,922 

000 

25 

2,703 

000 

25 

2.(95 

000 

-8,000 

Office  of  Default  Reduction    5     1.000,000     5     1.000.000 


1997  Authorization Expired. 

Student  Loan  Insurance  Account  -  Such  sums  as  may  be  necessary. 


Purpose  and  Method  of  Operation 

Health  Education  Assistance  Loans  (HEAL) 

The  HEAL  program  insures  loans  provided  by  non- Federal  lenders  to  students  in 
health  professions  schools. 

Students  may  borrow  up  to  $20,000  a  year  --  to  an  aggregate  total  of  $80,000 
(except  for  public  health,  pharmacy,  chiropractic,  health  administration  and 
clinical  psychology  students  who  will  be  limited  to  $12,500  a  year  -  to  an 
aggregate  total  of  $50,000).   Student  borrowers  are  required  to  begin 
repayment  of  the  principal  nine  months  after  they  complete  training  and  have  a 
maximum  repayment  period  of  25  years.   Payment  of  principal  and  interest  may 
be  deferred  during  additional  periods  of  full-time  study  and  for  up  to  4  years 
for  internship  or  residency  training,  and  for  up  to  3  years  service  in  the 
armed  forces,  the  Peace  Corps  or  other  specified  program  as  a  full-time 
volunteer  or  in  the  National  Health  Service  Corps. 

This  budget  includes  a  ceiling  of  $140,000,000  on  HEAL  loans  to  be  insured  in 
FY  1997.   This  funding  level  is  based  on  current  law  and  funding  represents 
the  second  year  of  phase-down  for  the  HEAL  program.   The  program,  based  on  its 
aggressive  default  reduction  initiatives,  is  now  virtually  cost  neutral  and 
should  be  continued  in  the  future. 
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Student  Loan  Insurance  Account  (SLIA) 

The  Budget  Enforcement  Act  of  1990  (Credit  Reform)  has  altered  the  accounting 
method  for  the  HEAL  program.   Credit  reform  attempts  to  institute  a  consistent 
and  comparable  basis  of  measuring  the  costs  of  cash  and  credit  transactions  so 
that  informed  budgetary  decisions  can  be  made  on  the  use  of  available 
financial  resources. 

Consistent  with  the  Budget  Enforcement  Act  of  1990,  since  FY  1992,  the  SLIA 
consists  of  three  accounts.   The  liquidating  account  pays  obligations  which 
arise  from  loans  guaranteed  prior  to  FY  1992.   The  financing  account  pays 
obligations  and  collects  income  from  premiums  on  loans  guaranteed  in  FY  1992 
and  beyond.   Each  annual  cohort  of  loans  is  independently  tracked  in  this 
account.   The  program  account  is  appropriated  subsidy  budget  authority  needed 
to  support  payment  of  all  claims  arising  from  each  annual  cohort  of  loans 
guaranteed  since  FY  1992,  over  the  life  of  the  loan  cohort.   These  funds  are 
obligated  to  the  financing  account  upon  disbursement  of  loans. 

Funding  levels  for  the  past  five  years  were  as  follows : 

Program  Account  1/  2/   Liquidating  Account 
S  FTE  S 


1992  31,500,000      15  37,772,000 

1993  25,148,000      18  47,631,000 

1994  26,458,000      16  41,100,000 

1995  24,972,000      18  17,990,000 

1996  Policy     2,829,000      25  

1/   Includes  program  management . 

Z/      Excludes  Office  of  Default  Reduction. 


Program  Accomplishments 

Significant  cost  reduction  has  occurred  through  implementation  of  legislative 
reforms  and  additional  program  initiatives  in  the  areas  of:  (1)  borrower 
interest  rate  decreases;  (2)  more  favorable  borrower  interest  compounding 
frequency;  (3)  bankruptcy  regulations;  (4)  dramatically  reduced  chiropractic 
borrowing;  and  (5)  improved  litigation  activities.   As  a  result,  the  subsidy 
for  the  HEAL  program  has  decreased  from  approximately  seven  to  nine  percent  of 
yearly  loan  volume  to  its  present  rate  of  less  than  one -half  of  one  percent  of 
yearly  loan  volume.   The  HEAL  borrowers  are  charged  an  insurance  premium  which 
averages  about  seven  percent;  these  receipts  now  almost  offset  expected 
default  claims. 

As  a  result  of  aggressive  implementation  efforts,  12,000  borrowers  have 
refinanced  (consolidated)  $715  million  in  HEAL  loans,  with  substantially  lower 
interest  rates  and  improved  terms.   Over  the  long  term,  this  will  save 
borrowers  $600  million  in  loan  payments  and  reduce  default  payments  by  $30 
million. 

The  Health  Professions  Education  Extension  Amendments  of  1992,  P.L.  102-408, 
established  an  Office  for  Health  Education  Assistance  Loan  Default  Reduction 
which,  among  its  functions,  is  to  annually  compile  and  publish  in  the  Federal 
Register  a  list  of  defaulted  borrowers  and  to  make  available  the  report  and 
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additional  information  with  respect  to  those  borrowers  to  relevant  Federal 
Agencies  and  to  schools,  school  associations,  professional  and  specialty 
associations,  State  licensing  boards,  hospitals  with  which  such  borrowers  may 
be  associated  and  any  other  relevant  organizations.   The  most  recent  list  of 
defaulters  was  published  in  March  1995.   A  total  of  $6.5  million  has  been 
collected  from  defaulters  in  connection  with  the  Federal  Register. 

Implementation  of  exclusion  from  Medicare  of  defaulters  who  have  not  arranged 
for  satisfactory  repayment  of  their  debts  has  resulted  in  repayment  agreements 
being  initiated  by  approximately  37  percent  of  the  borrowers  excluded.   These 
individuals,  who  have  committed  to  repaying  their  defaulted  loans  to  be  stayed 
from  Medicare  exclusion,  represent  $27  million  in  delinquent  debt. 

Rationale  for  the  Budget  Request 

The  FY  1997  request  will  fund  the  following: 

Loan  Guarantee  Limitation  -  S140.000.000  --  The  budget  includes  a  ceiling 
of  $140,000,000  on  HEAL  loans  to  be  insured  in  FY  1997.   The  program,  based 
on  its  aggressive  default  reduction  initiatives,  is  now  virtually  cost 
neutral  and  should  be  continued  in  the  future. 

SLIA: 

Liquidating  Account  -  S14.481.000  --  An  estimated  $57,000,000  in  claims 
(both  defaults  and  deaths/disabilities)  will  come  due  in  FY  1997  for  loans 
guaranteed  before  FY  1992 .   Estimates  indicate  that  an  appropriation  of 
$14,481,000  will  be  required  in  FY  1997  to  pay  claims  from  HEAL  guarantees 
made  prior  to  FY  .992. 

Financing  Account  -  S477.000  --  The  financing  account  will  hold  HEAL 
premiums,  and  pay  claims  incurred  on  loans  guaranteed  in  FY  1997  over  the 
entire  life  of  the  loan  cohort.   Analyses  of  actual  HEAL  claims  data  served 
as  the  basis  for  cohort  based  default  estimates.   As  estimated,  a  subsidy 
of  $477,000  will  be  needed  to  pay  the  net  present  value  of  HEAL  claims 
arising  from  loans  made  in  FY  1997. 

Program  Account  --  The  estimated  subsidy  budget  authority  will  be 
appropriated  to  the  program  account  pursuant  to  the  Budget  Enforcement  Act 
of  1990.   Upon  disbursement  of  HEAL  guarantees,  subsidy  amounts  in  the  HEAL 
program  account  will  be  obligated  to  the  HEAL  financing  account. 

HRSA  Credit  Reform  --  The  request  of  $2,695,000  will  allow  HRSA  to 
gradually  continue  implementation  of  credit  reform  for  the  HEAL  program. 
Funds  will  support  contractor  support  costs  for  development  of  the 
information  management  system;  allow  HRSA  to  continue  modifications  for  an 
automated  system;  meet  interfacing  requirements;  cover  the  costs  of 
increased  data  processing;  and  purchase  some  of  the  necessary  hardware. 
This  is  consistent  with  the  Federal  Credit  Reform  Implementation  Plan 
submitted  to  the  Office  of  Management  and  Budget  by  the  Department  in  1991. 
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Office  of  Default  Reduction  --  The  request  includes  $1,000,000  to  be 
transferred  from  the  Financing  Account  to  the  Program  Account  to  provide 
administrative  funds  for  the  Office  of  Default  Reduction.   These  funds  will 
come  from  the  premiums  collected  under  the  Financing  Account. 


Output  Data 


Loan  Disbursements  to  Students 


Number  of  Borrower 


Average  Amount  per  Borrower 


199S 

1996 

1997 

FTB            BA 

FTE 

u 

FTE 

BA 

--   $275,000,000 

$210,000,000 

$140,000,000 

2S.650 

19,090 

12,727 

510,720 

$11,000 

$11,000 

649 


179 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

Vaccine  Injury  Compensation  Program 
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VACCINE  INJURY  COMPENSATION  PROGRAM  TRUST  FUND 

For  payments  from  the  Vaccine  Injury  Compensation  Program  Trust  Fund, 
such  sums  as  may  be  necessary  for  claims  associated  with  vaccine -related 
injury  or  death  with  respect  to  vaccines  administered  after  September  30, 
1988,  pursuant  to  subtitle  2  of  title  XXI  of  the  Public  Health  Service  Act,  to 
remain  available  until  expended:  Provided,    That  for  necessary  administrative 
expenses,  not  to  exceed  $3,000,000  shall  be  available  from  the  Trust  Fund  to 
the  Secretary  of  the  Department  of  Health  and  Human  Services. 


Note  -  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time  of  this 
budget  was  prepared.   The  1996  amounts  included  in  this  budget  are  based  on  the  level  provided  in 
three  continuing  resolutions:  P.L.  104-91,  P.L.  104-92,  and  P.L.  104-93. 


VACCINE  INJURY  COMPENSATION 

For  payment  of  claims  resolved  by  the  United  States  Claims  Court  related 
to  the  administration  of  vaccines  before  October  1,  1988,  $110,000,000,  to 
remain  available  until  expended. 


Note  -  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time  of  this 
budget  was  prepared.   The  1996  amounts  included  in  this  budget  are  based  on  the  level  provided  in 
three  continuing  resolutions:  P.L.  104-91,  P.L.  104-92,  and  P.L.  104-93. 
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HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 
Vaccine  Injury  Compensation  Program 

Amounts  Available  for  Obligation 


1995 
Actual 


1996 

Policy 


1997 
Estimate 


Balance,  Start  of  Year: 

Cash,  Beginning  of  Year $2,854,000  $4,072,000  $4,072,000 

U.S.  securities: 

Par  Value B24.305.000  945.248.0C0  1 ,  Q4.1 ,  181 ,  QQQ 

Total  Balance,  Start  of  Year 827,159,000  949,320,000  1,045,084,000 

Receipts : 

Receipts 138,077,000  123,000,000  123,000,000 

Interest  Income 34.000.000  39.000.000   4,2.90Q,QQQ 

Subtotal ,  Receipts 172.077.000  162.000.000  156.9Q0.0QQ 

Total  Balance/Net  Collections..  999,236,000  1,111,320,000  1,211,153,000 

Appropriation  (Obligations) -51,134,000  -66,067,000  -66,069,000 

Balance,  End  of  Year: 

Cash,  End  of  Year 4,072,000  4,072,000  4,072,000 

U.S.  securities: 

Par  Value 945.248.000  1.041.181.000  1.141.012.000 

Total  Balance,  End  of  Year 949,320,000  1,045,253,000  1,145,084,000 
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Budget  Authority  by  Activity 
(Dollars  in  $000) 


1995 
Actual 


1996 

Policy 


1997 
Estimate 


Appropriation : 

Insurance  Claims  &  Indemnities: 

Pre-10/1/88  claims $110,000 

Trust  Fund  Obligations: 

Post-10/1/88  claims 43,705 

Administrative  Expenses: 

HRSA  Direct  Operations 3.000 

Total  Obligations $156 ,  705 


$110,000 


56,721 


3-000 


$169,721 


$110,000 


3-000 


$169,721 


Budget  Authority  by  Object 


1996  1997 

Policy         Estimate 

Insurance  claims  and 

indemnities  $166,721,000  $166,721,000 

Other  services 3.000.000  3.000.000 

Total $169,721,000  $169,721,000 


Decrease 


Administrative  Costs 
(Budget  Authority) 


Other  Services  (25.2) 
Total 


1996 

1997 

Policv 

Estimate 

S3. 000. 000 

S3. 000. 000 

3,000,000 

3,000,000 

Changs 
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Authorizing  Legislation 


1996 

1997 

1997 

Amount 

1996 

Amount 

Budget 

Authorized 

Policy 

Authorized 

Request 

Vaccine  Iniurv  Conroen- 

aation  Program: 

(a)  PHS  Act,  Title  XXI, 
Subtitle  2,  Parts  A  and  D: 

Pre-FY  1989  Claims $110,000,000   $110,000,000  $110,000,000   $110,000,000 

Post-FY  1989  Claims Indefinite     56,721,000    Indefinite     56,721,000 

(b)  Sec.  6601 (r)d  OBRA  of 
1989  (P.L.  101-239) : 

HRSA  Operations Expired  1/     3,000,000     Expired  1/     3,000,000 

1/  Expired  9/30/92 
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1987 

1988 

1989 

1990 

1991 

Supplemental 

1992 

1993 

Supplemental 

1994 

1995 

1996 

1997 


APPROPRIATIONS  HISTORY 

(Vaccine  Injury  Compensation  Program) 

Budget 
Estimate       House       Senate 
to  Congress    Allowance     Allowance    Appropriation 


$74,500,000  $74,500,000  $74,500,000  $74,500,000 

62,920,000  62,920,000  62,920,000  62,920,000 

17,000,000  17,000,000 

80,000,000  80,000,000  80,000,000 

80,000,000  80,000,000  80,000,000  80,000,000 

30,000,000           30,000,000  30,000,000 

80,000,000  80,000,000  110,000,000  110,000,000 

110,000,000  110,000,000  110,000,000  110,000,000 

110,000,000  110,000,000          

110,000,000 
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Vaccine  Injury  Compensation  Program 

Authorizing  Legislation  -  Title  XXI,  Subtitle  2,  Parts  A  and  D,  of  the  Public 
Health  Service  Act,  and  related  legislation; 
Section  9510  of  the  Internal  Revenue  Code  as  amended 
by  the  Omnibus  Budget  Reconciliation  Act  (OBRA)  of 
1993;  Section  13632(b)  of  the  OBRA  of  1993. 


1995 

1996 

1997 

Policv 

FTE 

RA   FTB 

u 

FTE 

u 

--   $110,000, 

000    --   $110,000, 

000 

$110,000,000 

Appropriation: 
Pre-10/1/88  Cla 

Trust  Fund 


FY  1997  Authorization: 

The  original  authorizing  legislation  for  the  transfer  of  funds  from  the 
Vaccine  Injury  Compensation  Trust  Fund  for  the  administrative  expenses  of  the 
Program  expired  as  of  September  30,  1992  (Section  6601  of  the  OBRA  of  1989  as 
amended) .   Since  that  time,  the  authority  has  been  extended  by  individual 
Appropriation  Acts. 


Purpose  and  Method  of  Operation 

The  National  Childhood  Vaccine  Injury  Act  of  1986  amended  the  Public  Health 
Service  Act  to  establish  the  National  Vaccine  Injury  Compensation  Program 
(VICP)  to  provide  compensation  for  vaccine -related  injury  or  death.   The  Act 
requires  the  service  of  petitions  upon  the  Secretary  of  Health  and  Human 
Services  (HHS)  and  filing  with  the  United  States  Court  of  Federal  Claims 
(the  Court)  to  initiate  compensation  claims  proceedings,  which  must  be 
completed  within  420  days  (excluding  suspension  time)  of  the  service/filing 
date .   The  Secretary  of  HHS  is  the  respondent  in  compensation  claims 
proceedings . 

The  Health  Resources  and  Services  Administration  (HRSA)  has  been  delegated  the 
authority  to  administer  Parts  A  and  D  of  Subtitle  2.   Consistent  with  this 
delegation,  HRSA: 

receives  petitions  for  compensation  served  on  the  Secretary; 
arranges  for  medical  review  of  each  petition  and  supporting 
documentation  by  physicians  with  special  expertise  in  pediatrics  and 
neurology  and  develops  recommendations  regarding  the  petitions  for 
compensation  ,- 

publishes  notice  of  each  petition  received  in  the  Federal  Register: 
promulgates  regulations  to  modify  the  Vaccine  Injury  Table; 
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provides  administrative  support  to  the  Advisory  Commission  on  Childhood 
Vaccines,  composed  of  13  members  including  health  professionals,  PHS 
Agency  heads  (or  their  designees) ,  attorneys,  and  legal  representatives 
of  children  who  have  suffered  a  vaccine-related  injury  or  death; 
processes  award  payments  to  petitioners,  and  their  attorneys,  for 
judgments  entered  by  the  Court;  and 

compiles  data  for  submission  to  the  Congress  on  the  number  of 
compensation  awards  for  various  periods  following  implementation  of  the 
program. 

Funding  for  the  Vaccine  Injury  Compensation  program  during  the  last  five  years 
has  been  as  follows: 


Appropriation 

Trust 

Fund 

Pre-10/1/88 

claims 

Post-10/1/88 

Claims 

HRSA  Admin. 

Costs 

S 

FTE 

s 

FTE 

s 

FEP 

1992 

80,000,000 

84,920,000 

2,500,000 

22 

1993 

110,000,000 

-- 

14,993,000 

-- 

2,500,000 

28 

1994 

110,000,000 

-- 

22,303,000 

-- 

3,000,000 

23 

1995 

110,000,000 

-- 

43, 140,000 

-- 

3,000,000 

27 

1996 

Policy 

110,000,000 

"- 

56,721,000 

"" 

3,000,000 

30 

Proaram 

Accomplishments: 

The  National  Vaccine  Injury  Compensation  Program  (VICP)  is  an  innovative 
Federal  program  that  serves  as  a  prototype  in  the  area  of  tort  reform  by 
substantially  diminishing  the  threat  of  liability  to  vaccine  manufacturers, 
and  physicians  and  other  health  care  providers  that  administer  vaccines. 
Additionally,  the  VICP  has  provided  positive  incentives  for  pharmaceutical 
companies  to  continue  the  research  and  development  of  safe,  cost-effective 
vaccines,  thereby  ensuring  an  uninterrupted  supply  for  the  children  of  this 
nation  and  the  world. 

The  VICP  provides  compensation  to  petitioners  alleging  vaccine- related 
injuries  through  a  no- fault  administrative  hearing  process  conducted  by 
Special  Masters  of  the  U.S.  Court  of  Federal  Claims  (the  Court) .   The  VICP  has 
implemented  several  important  financial  management  initiatives  that  have 
proven  to  be  pivotal  to  the  public  and  media  perceptions  of  the  Program's 
management,  and  its  ability  to  fulfill  its  mission. 

Payment  Processing  Tim* 

The  VICP  has  implemented  a  measuring  and  reporting  system  to  document 
authorization  of  payment  of  annuities  within  an  average  of  32  calendar  days 
for  calendar  year  1995,  (compared  to  the  60  day  established  goal) ;  payment  of 
lump  sum  awards  within  an  average  of  9  calendar  days;  and  payment  of  attorney 
fees  within  an  average  of  only  8  calendar  days  of  the  required  Department  of 
Justice  (DOJ)  clearance  (compared  to  the  30  day  established  goal) .   During 
calendar  year  1995,  the  Program  has  achieved  an  impressively  successful 
processing  time  ratio,  with  95.8  percent  of  lump  sums,  98.4  percent  of 
attorney  fees,  and  93.8  percent  of  annuities,  having  been  paid  within  the  time 
frames  set  out  as  objectives. 
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The  VICP  has  improved  the  payment  process  to  the  point  where  the  VICP  is  able 
to  make  payments  within  24  hours  when  necessary  to  meet  underwriting  deadlines 
for  annuities,  obviating  the  need  to  expend  Program  funds  to  buy  lock- ins  to 
protect  the  negotiated  price.   These  process  improvements  have  allowed  the 
VICP  to  take  advantage  of  favorable  market  rate  changes  when  they  occur  and  to 
avoid  the  perils  of  unfavorable  market  conditions. 

Ongoing  efforts  to  continuously  improve  the  financial  management  of  the 
payment  process  for  awards  under  the  VICP  have  continued  to  result  in 
substantial  measurable  results,  and  reduced  significantly  the  administrative 
burden  of  processing  VICP  payments  for  the  Division  of  Fiscal  Services  (DFS) , 
Health  Resources  and  Services  Administration. 

Savings  Returned  to  the  Trust  Fund 

Savings  from  Annuity  Purchases 
(Repeal  of  the  Four  Annual  Installment  provision) 

When  passing  the  original  authorizing  statute,  the  National  Childhood  Vaccine 
Injury  Act  of  1986  (the  Act) ,  Congress  intended  to  spread  the  payments  of 
compensation  awards  over  a  four  year  period  to  lessen  the  need  for  immediate 
appropriations.   It  was  not  envisioned  by  the  sponsors  of  the  legislation, 
however,  that  the  purchase  of  annuities,  the  primary  compensation  mechanism  to 
ensure  a  lifetime  of  care  for  the  injured  recipients,  would  have  additional 
costs  because  of  the  four  year  payout  requirement.   Moreover,  the  entire  cost 
of  the  annuity  has  to  be  obligated  by  the  Federal  government  when  the  contract 
to  purchase  an  annuity  is  entered  into.   It  became  apparent  that  the  payment 
of  the  annuity  premiums  to  the  insurance  carriers  over  the  required  four-year 
period  was  more  costly  than  if  the  payments  could  be  made  in  one  lump  sum  as 
in  the  normal  course  of  business  with  annuities. 

In  November  1991,  Congress  enacted  amendments  to  the  Act,  which,  among  other 
provisions,  eliminated  the  requirement  that  all  retrospective  claims  be  paid 
in  four  equal  annual  installments.   This  legislative  amendment  enabled  the 
VICP  to  purchase  annuities  with  a  single  premium  payment.   This  eliminated  the 
former  requirement  to  spread  premium  payments  to  insurance  companies  over  four 
years,  which  increased  program  costs  needlessly.   Another  amendment  provided 
for  the  return  to  the  VICP  appropriation  of  any  savings  returned  to  the 
Federal  government  as  a  result  of  good  financial  management  practices 
regarding  the  purchase  of  annuities.   Following  enactment  of  the  installment 
repeal,  a  15  percent  cost  reduction  rate  was  established  by  renegotiation  of 
seven  previously  negotiated  but  unpaid  annuity  contracts,  realizing  immediate 
actual  savings  of  over  $1,630,000.   The  VICP  then  began  efforts  to  realize 
additional  savings  by  paying-off  previously  purchased  annuities.   Total  gross 
savings  for  FY  1992  alone  were  $16,652,328  for  annuities  purchased  following 
enactment  of  the  amendment.   Of  this  amount,  the  VICP  has  achieved  net  actual, 
tangible  savings  of  $9,203,598.   The  difference  in  these  amounts  takes  into 
consideration  interest  lost  to  the  Treasury  by  paying  at  one  time,  funds  that 
could  have  been  spread  over  four  years.   In  total,  this  initiative  is  expected 
to  save  $350  million  over  the  life  of  the  pre- 1988  VICP. 
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Savings  from  Payment  Processing  Time  Improvements 

The  payment  process  has  improved  to  the  point  where  the  VICP  is  able  to  make 
annuity  payments  via  electronic  fund  transfer  directly  to  all  insurance 
carriers  within  24  hours  to  meet  underwriting  deadlines  for  annuities, 
obviating  the  need  to  expend  VICP  funds  to  buy  lock- ins  to  protect  the 
negotiated  price  of  annuities.   This  allows  the  VICP  to  take  advantage  of 
favorable  market  rate  changes  when  they  occur,  and  to  avoid  the  perils  of 
unfavorable  market  conditions.   In  addition,  we  are  able  to  receive  refunds 
from  insurance  companies  when  payment  is  made  earlier  than  anticipated  by  the 
insurance  company  when  it  makes  its  initial  bid  to  the  Government. 

Additionally,  effective  March  3,  1994,  the  VICP  started  a  process  whereby 
checks  for  VICP  lump  sum  awards,  attorneys'  fees  and  costs,  and  pain  and 
suffering  became  requested  electronically  by  DFS,  and  issued  directly  from  a 
U.S.  Department  of  Treasury  service  center  in  Philadelphia,  PA.   Formerly, 
checks  were  requested  by  DFS,  printed  in  Washington,  D.C.,  and  returned  to  DFS 
via  courier.   The  checks  were  then  copied,  entered  into  the  Agency's 
accounting  system,  and  a  transmittal  letter  prepared  to  accompany  the  payment. 
This  transmittal  letter  also  served  to  notify  the  Court,  the  VICP,  and  the 
U.S.  Department  of  Justice  that  payment  had  been  accomplished,  thus  satisfying 
the  judgment  entered  by  the  Court.   The  check  was  then  forwarded  to  the 
petitioner's  attorney  of  record  via  certified  mail. 

The  checks  now  include  the  appropriate  addressee  and  the  mailing  address  (as 
well  as  the  payee  and  the  case  reference  number  as  they  did  previously)  in 
order  to  accomplish  direct  mailing  from  the  Philadelphia  service  center.   The 
checks  are  sent  via  first-class  mail  in  a  Treasury  envelope,  much  like  a  tax 
return  check.   Payment  verification  and  a  transmittal  notice  is  issued  by  DFS 
as  a  separate  mailing  from  the  check.   This  process  enhancement  expedites 
payments  by  several  days,  and  serves  to  further  reduce  DFS  workload,  while 
strengthening  the  credibility  and  exceptional  payment  performance  of  the  VICP 
and  the  Agency. 

Additionally,  savings  resulting  from  improvements  in  the  payment  processing 
times  have  generated  20  refunds  to  the  FY  1993  appropriation,  resulting  in 
refunds  in  the  amount  of  $175,391.   A  total  of  17  refunds  were  received 
totaling  $201,886  and  have  been  returned  to  the  FY  1994  appropriation 
(from  which  they  were  derived) .   Six  annuity  premium  refunds  were  received  in 
FY  1995  totaling  $10,225,  with  one  refund  to  date  in  FY  1996  in  the  amount  of 
$1,317.   Annuity  brokers  have  modified  their  annuity  bid  and  funding  deadlines 
in  FY  1995  as  a  result  of  the  VICP's  unique  ability  to  process  annuity  premium 
payments  in  such  an  expeditious  manner.   The  abbreviated  funding  deadlines 
have  reduced  the  volume  and  necessity  of  annuity  premium  refunds,  providing 
the  opportunity  to  purchase  annuity  contracts  immediately  at  the  most 
favorable  current  rates.   These  funds  can  then  be  used  to  provide  compensation 
to  more  deserving  children  determined  by  the  Court  to  have  suffered  a  vaccine 
related  injury. 
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Savings  from  Annuity  Benefit  Guarantees 

Additionally,  annuities  purchased  prior  to  the  enactment  of  the  amendment 
often  included  return  guarantees  as  part  of  the  purchase  price.   The  VICP  now 
exercises  the  authority  to  purchase  a  return  guarantee  when  such  a  agreement 
is  determined  to  be  cost  effective  based  on  the  relative  rated  age  of  the 
injured  party,  the  increase  in  expenditures  for  the  guarantee  in  relation  to 
the  cost  of  the  life-only  annuity,  and  other  determining  factors.   Due  to  the 
fragile  nature  of  many  VICP  annuitants,  it  is  expected  that  the  Program  and 
the  general  fund  of  the  Treasury  will  continue  to  receive  additional  funds  as 
a  result  of  return  guarantees. 

Average  Cost  per  Award 

The  average  pre-1988  injury  award  was  $1.2  million  in  FY  1990.   As  a  result  of 
management  initiatives  relating  to  the  purchase  of  annuities  through 
competitive  bidding  and  aggressive  age  ratings,  as  well  as  an  increasing 
number  of  negotiated  settlements,  the  injury  award  average  was  reduced  to 
$627,631  in  FY  1995. 

The  pre-1988  injury  award  average  for  FY  1996  as  of  February  5,  1996,  is 
$955,108.   The  overall  pre-1988  average  injury  award  from  the  inception  of  the 
VICP  is  $865,049.   The  post-1988  injury  award  average  for  FY  1996  as  of 
February  5,  1996,  is  $855,886.   The  average  FY  1995  award  for  post-1988 
injuries  was  $895,280.   The  overall  post-1988  average  injury  award  is 
$863,450. 

Judgments  for  pre-1988  attorneys'  fees,  costs,  lost  wages,  and  pain  and 
suffering  are  limited  to  no  more  than  $30,000  by  statute.   The  FY  1995  average 
pre-1988  attorneys  fee  award  was  $14,042.   The  overall  pre-1988  attorneys  fee 
award  average  is  $14,571. 

Post-1988  attorneys'  fees  and  costs  are  not  limited.   The  average  FY  1995 
post-1988  fee  award  was  $21,254,  with  the  highest  single  payment  at  $65,170. 
The  overall  post-1988  average  fee  award  is  $18,595. 

Transaction  Costs  as  a  Percentage  of  Payment 

Civil  tort  litigation  takes  an  average  of  seven  to  eight  years  to  final  award, 
with  an  average  transaction  cost  of  70  percent.   The  VICP,  as  an  alternative 
to  the  tort  system,  bears  all  transaction  costs,  which  was  13.1  percent  for 
FY  1995  (this  figure  is  the  result  of  the  combined  yearly  administrative 
budget  of  the  Court's  special  masters,  the  DOJ  Vaccine  Compensation  Litigation 
staff,  and  the  VICP,  including  attorneys'  fees  and  costs  payments,  divided  by 
the  total  projected  compensation  payments.   As  of  February  26,  1996,  the  VICP 
has  paid  $28.8  million  in  attorney's  fees,  which  computes  to  4 . 5  percent  of 
the  total  payments  processed. 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  will  fund  the  following: 

Pre-Oetober  1.  1988  Program 

The  HRSA  is  requesting  an  appropriation  of  $110  million  to  cover  payment  of 
pre-1988  claims.   The  HRSA  anticipates  that  the  $110  million  appropriation 
will  be  sufficient  to  provide  full  funding  for  awards  entered  by  the  Court 
for  FY  1997. 

Post-October  1.  1988  Program 

Payments  for  post-October  1,  1988  (post-1988)  claims  are  made  from  the 
Vaccine  Injury  Compensation  Trust  Fund  (the  Trust  Fund)  authorized  by  the 
Congress  for  the  payment  of  claims  to  individuals  injured  by  vaccines 
administered  after  September  30,  1988. 

The  HRSA  is  requesting  budget  authority  for  such  sums  as  may  be  necessary 
from  the  Trust  Fund  for  the  payment  of  awards  due  to  vaccine-related 
injuries  or  deaths  resulting  from  vaccines  administered  after 
September  30,  1988.   The  current  estimate  is  that  $56,721,000  will  be  paid 
out  of  the  Trust  Fund  for  FY  1997. 

Administrative  Expenses 

The  HRSA  is  also  requesting  $3,000,000  from  the  Trust  Fund  for  necessary 
administrative  expenses  borne  by  the  Department  that  are  associated  with 
the  internal  medical  review  of  claims,  external  medical  review  of  claims  by 
outside  consultants  (including,  where  warranted,  expert  testimony  to  the 
Court) ,  professional  and  administrative  support  to  the  Advisory  Commission 
on  Childhood  Vaccines,  meeting  specific  administrative  requirements  of  the 
^t,  processing  award  payments,  maintaining  necessary  records,  and 
reporting,  as  required  by  Congress. 


Thursday,  May  2,  1996. 

SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES 
ADMINISTRATION 

WITNESSES 

NELBA  CHAVEZ,  ADMINISTRATOR 

BERNARD  S.  ARONS,  DIRECTOR,  CENTER  FOR  MENTAL  HEALTH  SERV- 
ICES 

ELAINE  M.  JOHNSON,  DIRECTOR,  CENTER  FOR  SUBSTANCE  ABUSE 
PREVENTION 

CAMILLE  T.  BARRY,  DEPUTY  DIRECTOR,  CENTER  FOR  SUBSTANCE 
ABUSE  TREATMENT 

DONALD  GOLDSTONE,  DIRECTOR,  OFFICE  OF  APPLIED  STUDIES 

DARYL  W.  KADE,  DIRECTOR,  DIVISION  OF  FINANCIAL  MANAGEMENT 

BH.L  BELDON,  DP7ISION  DIRECTOR,  OFFICE  OF  BUDGET,  DEPART- 
MENT OF  HEALTH  AND  HUMAN  SERVICES 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Let  me  begin  by  apologizing  to  my  colleagues  and  to  the  wit- 
nesses and  members  of  the  audience  this  morning.  I  was  currently 
a  part  of  an  international  conference  on  the  environment  down- 
stairs and  Mr.  Dickey  was  scheduled  to  Chair  this  hearing  between 
10:00  and  11:00  and  apparently  is  not  going  to  do  that.  So  I  have 
come  back  to  Chair  the  meeting. 

Our  hearings  continue  today  with  the  Department  of  Health  and 
Human  Services,  the  Substance  Abuse  and  Mental  Health  Services 
Administration.  We're  pleased  to  welcome  Doctor  Nelba  Chavez, 
the  administrator.  If  you  would  introduce  the  people  who  are  with 
you  and  then  please  proceed  with  your  testimony. 

Introduction  of  Witnesses 

Dr.  Chavez.  Thank  you,  Mr.  Chairman.  Let  me  start  with  Doctor 
Goldstone  at  my  far  left,  Director  of  the  Office  of  Applied  Studies; 
Doctor  Camille  Barry,  Deputy  Director  for  Substance  Abuse  Treat- 
ment; Doctor  Elaine  Johnson,  Director  for  the  Center  for  Substance 
Abuse  Prevention.  On  my  far  right  we  have  Mr.  Bill  Beldon  from 
the  Department;  Doctor  Bernard  Arons,  Director  of  the  Center  for 
Mental  Health  Services;  and  Daryl  Kade,  Director  for  Budget,  Divi- 
sion of  Financial  Management. 

Opening  Statement 

Mr.  Chairman  and  members  of  the  subcommittee,  thank  you  for 
the  opportunity  to  present  the  1997  budget  request  for  the  Sub- 
stance Abuse  and  Mental  Health  Services  Administration.  Our  re- 
quest of  $2.1  billion  considers  the  1996  appropriation  action,  the 
evolving  role  of  the  Federal  Government,  current  trends  in  public 
health,  and  the  need  for  SAMHSA  to  focus  on  concrete  results  and 
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improvements.  Our  programs  touch  the  lives  of  real  people  and  de- 
spite the  reorientation  of  some  of  our  activities,  we  have  not  lost 
sight  of  those  we  are  dedicated  to  serving. 

In  the  past,  our  efforts  have  resulted  in  a  national  infrastructure 
for  substance  abuse  prevention,  strengthened  the  science  of  preven- 
tion, and  highlighted  areas  that  need  further  intense  study.  We 
have  also  demonstrated  that  SAMHSA-supported  addiction  and 
treatment  programs  for  women  raised  standards  of  care  and  re- 
ported results — 95  percent  reported  uncomplicated  drug-free  births, 
46  percent  obtained  employment  following  treatment,  and  84  per- 
cent of  the  children  who  participated  in  treatment  with  their  moth- 
ers improved  their  school  performance.  The  State  of  California  has 
shown  that  for  each  $1  spent  on  drug  treatment  the  taxpayer  saves 
$7  by  reducing  criminal  justice,  health  care,  and  welfare  costs.  Or- 
egon and  Minnesota  have  provided  similar  findings. 

Furthermore,  we  have  transferred  the  state  of  the  art  in  mental 
health  care  from  custodial  confinement  in  remote  institutions  to 
one  of  active  care  within  local  communities.  We  have  shown  that 
treatment  of  mental  disorders  can  help  return  people  to  work,  get 
people  who  are  homeless  and  mentally  ill  off  the  streets,  and  re- 
turn children  with  seriously  emotional  disturbance  from  out-of- 
State  hospitals  to  their  homes. 

However,  given  the  changing  role  and  responsibilities  of  the  Fed- 
eral Government,  SAMHSA's  discretionary  grant  programs  are  con- 
tinuing to  evolve  in  a  new  and  more  focused  direction.  We  are  ask- 
ing and  beginning  to  answer  critical  questions  of  immediate  con- 
cern to  providers  and  policymakers  and  ensuring  that  the  best  in- 
formation available  gets  put  into  practice.  This  new  approach 
which  we  have  called  Knowledge,  Development,  and  Application 
(KDA)  is  consistent  with  the  guidance  we  have  received  from  the 
Committee.  Service  delivery  questions  in  areas  such  as  managed 
care,  early  childhood  problems,  and  emerging  issues  are  already 
being  posed  by  States  and  counties,  communities,  employers,  con- 
sumers, families,  and  health  professionals.  Our  final  agenda  will  be 
developed  with  significant  input  from  these  partners  and  cus- 
tomers. 

The  list  of  areas  which  can  be  addressed  far  exceeds  our  capacity 
to  do  so.  However,  our  justification  highlights  some  of  the  more 
critical  areas  of  need.  To  ensure  that  new  knowledge  generated  is 
actually  applied  in  ways  that  improve  services  and  save  money,  we 
intend  to  devote  almost  half  of  the  new  Knowledge  Development 
and  Application  funds  to  changing  systems  and  treatment  practices 
throughout  the  country.  The  request  proposes  an  increase  of  $165 
million  in  this  area.  I  can  assure  the  Committee  that  these  funds 
represent  an  outstanding  investment  which  will  lead  to  docu- 
mented improvements  in  the  Nation's  health  care  system. 

Our  request  also  proposes  to  replace  the  Mental  Health  Service 
and  Substance  Abuse  Prevention  and  Treatment  block  grants  with 
Performance  Partnership  grants  in  1997.  This  is  consistent  with 
the  pending  Senate  SAMHSA  reauthorization  legislation.  Perform- 
ance partnership  grants  will  increase  States'  flexibility,  allowing 
them  to  tailor  priorities  to  their  local  health  needs.  Over  the  past 
year,  we  have  begun  to  establish  a  sound  basis  for  outcome  ori- 
ented Federal-State  partnerships.  Preliminary  discussions  are  very 
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encouraging.  States  appear  ready  and  fully  capable  of  accepting  ac- 
countability for  achieving  gains  in  the  health  status  of  their  popu- 
lation. 

Mr.  Chairman,  these  two  changes  demonstrate  that  we  are  com- 
mitted to  improving  the  way  in  which  SAMHSA  does  business.  It 
will  require  a  shift  in  our  thinking  and  in  that  of  our  partners  to 
ensure  that  our  efforts  continue  to  have  a  positive  impact  on  the 
Nation's  prevention  and  treatment  systems.  Over  the  years,  our 
work  has  demonstrated  that  substance  abuse  prevention,  addiction 
treatment,  and  mental  health  services  are  highly  effective.  Yet,  just 
like  interventions  of  heart  disease,  cancer,  and  diabetes,  these  serv- 
ices can,  and  must,  be  improved  if  we  expect  to  make  progress  in 
strengthening  families,  saving  children,  and  increasing  productivity 
and  improving  the  lives  of  those  afflicted  and  those  they  touch. 
Continuous  Federal  leadership  is  critical  to  accomplish  these  goals. 
In  this  regard,  we  welcome  the  leadership  of  General  Barry  McCaf- 
frey and  have  worked  closely  with  his  office  in  developing  the  1996 
Drug  Control  Strategy. 

We  are  also  taking  steps  to  maximize  our  management  resources 
by  implementing  extensive  organizational  changes  within 
SAMHSA.  Specifically,  we  are  consolidating  administrative  oper- 
ations and  reinvesting  the  savings  in  front  line  program  operations. 
We  are  both  optimistic  and  enthusiastic  about  what  the  future 
holds  for  SAMHSA. 

It  is  clear  that  each  new  generation  of  American  youth  will 
present  us  with  new  challenges,  each  new  scientific  breakthrough 
will  provide  us  new  options,  and  each  new  option  will  need  to  be 
translated  to  everyday  real-life  practice  if  we  are  to  improve  the 
quality  and  availability  of  substance  abuse  prevention  and  treat- 
ment and  mental  health  services.  The  directions  we  have  outlined 
for  SAMHSA's  future  optimally  positions  the  Agency  to  meet  the 
challenges.  We  cannot  accomplish  this  alone,  Mr.  Chairman,  and 
we  will  continue  to  seek  the  advice  and  assistance  of  the  Commit- 
tee as  we  improve  our  programs  and  our  effectiveness  as  an  organi- 
zation. 

Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for 
the  opportunity  to  present  our  1997  budget  request  for  the  Sub- 
stance Abuse  and  Mental  Health  Services  Administration.  We  will 
be  pleased  to  answer  any  questions  which  you  may  have. 

[The  prepared  statement  of  Ms.  Nelba  Chavez  follows:] 
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STATEMENT  OF  THE  ADMINISTRATOR 

SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 

1997  APPROPRIATION  HEARING 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  the  opportunity 
to  present  the  1997  budget  request  for  the  Substance  Abuse  and  Mental  Health  Services 
Administration. 

Our  request  is  based  on  a  number  of  considerations.  First  is  the  evolving  role  and 
responsibilities  of  the  Federal  Government.  The  Federal  relationship  with  the  States  is 
changing.  Through  waivers  and  new  program  designs  there  is  a  movement  toward 
increased  flexibility  and  increased  focus  on  results.  As  you  know,  Americans  across  the 
nation  are  asking  their  government  officials  to  prove  to  them  that  what  government  does 
has  value  and  that  government  programs  are  efficiently  and  effectively  run. 

Our  second  consideration  is  the  current  trends  in  the  health  care  delivery  system. 
As  employers  continue  to  look  for  ways  to  cut  costs,  stay  competitive  and  provide 
optimum  health  care,  they  have  turned  increasingly  to  managed  care  as  an  immediate 
solution.  So  have  governments  at  all  levels.  An  estimated  120  million  Americans  now 
have  managed  care  coverage  for  mental  health  and  substance  abuse  services,  an  increase 
of  more  than  30  percent  in  less  than  two  years.  As  we  are  quickly  finding  out,  the  Nation 
has  little  knowledge  about  the  impact  of  managed  care  on  use,  quality,  cost,  access,  and 
outcomes  measures  for  substance  abuse  prevention  and  treatment  and  mental  health 
services. 

And  third,  we  must  consider  the  latest  information  available  from  our  leading 
national  health  indicators.  The  most  recent  National  Household  Survey  on  Drug  Abuse 
reported  that  marijuana  use  among  12-17  year  olds  nearly  doubled  from  1992-1994, 
though  it  remains  far  below  the  peak  reached  in  1979.  At  the  same  time,  we  are 
witnessing  a  decline  in  the  percentage  of  youths  12-17  years  old  who  believe  there  is 
great  risk  or  harm  in  using  marijuana  and  cocaine.  In  addition,  our  Drug  Abuse  Warning 
Network  has  identified  that  methamphetamine-related  emergency  room  episodes 
increased  by  256  percent  from  1991  to  1994. 

The  National  Comorbidity  Survey  estimated  that  7.6  to  9.9  million  Americans 
suffered  from  co-occurring  addictive  and  mental  disorders  in  a  given  year.  Eighty-nine 
percent  of  those  individuals  were  first  diagnosed  with  a  mental  disorder,  with  the  vast 
majority  of  onsets  in  the  adolescent  years.  The  median  difference  between  the  age  of 
onset  of  the  mental  disorders  and  subsequent  addictive  disorders  is  5-10  years.  This  gap 
provides  a  "window  of  opportunity"  to  introduce  a  targeted  substance  abuse  prevention 
program  along  with  needed  mental  health  services. 

Yet,  two-thirds  of  young  people  in  this  country  who  have  a  mental  disorder  are 
not  getting  the  help  they  need.  When  problems  become  apparent,  the  stigma  attached  to 
mental  disorders  is  so  strong  that  isolation  and  discrimination  are  too  often  the  only 
response  a  child  receives.  Without  help,  these  problems  can  lead  to  school  failure, 
alcohol  and  other  drug  use,  family  discord  and  even  violence. 
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Clearly,  there  is  a  need  for  continuous  Federal  leadership  in  these  and  other 
substance  abuse  prevention  and  treatment  and  mental  health  service  areas.  As  a  long- 
term  partner  with  States  and  counties,  communities  and  employers,  consumers  and 
families,  health  professionals,  SAMHSA  is  well  positioned  to  meet  these  challenges  and 
continue  to  push  the  field  forward. 

Overall,  the  President  has  proposed  a  $2  1  billion  budget  for  SAMHSA  for  FY 
1997.  This  is  an  increase  of  $243.6  million  or  13. 1  percent  over  the  FY  1996  policy  level 
and  represents  an  increase  of  $214.3  million  over  the  recently  enacted  1996 
appropriation. 

To  ensure  that  the  maximum  amount  of  our  resources  is  available  for  programs 
and  that  we  are  not  spending  any  more  than  necessary  on  administrative  functions, 
SAMHSA  is  currently  implementing  a  comprehensive  set  of  organizational  changes. 
Specifically,  the  agency  is  consolidating  administrative  operations  and  reinvesting  the 
savings  into  frontline  program  activities. 

At  the  same  time,  we  are  continuing  to  move  in  a  new  direction  with  the 
discretionary  grant  program.  Over  the  years,  these  Congressionally  authorized 
categorical  service  programs  have  been  extremely  valuable. 

They  have  resulted  in  a  national  infrastructure  for  substance  abuse  prevention, 
strengthened  the  science  of  prevention  and  highlighted  areas  that  need  further  intense 
study. 

We  have  also  demonstrated  that  SAMHSA  supported  addiction  treatment 
programs  for  women  raised  standards  of  care  and  reported  results: 

95%  reported  uncomplicated  drug-free  births. 

75%  of  those  who  successfully  completed  treatment  remain  drug  free. 

46%  obtained  employment  following  treatment. 

40%  eliminated  or  reduced  their  dependence  on  welfare. 

65%  of  their  children  were  returned  from  foster  care. 

84%  of  children  who  participated  in  treatment  with  their  mothers 

improved  their  school  performance. 

The  State  of  California  has  shown  that  for  each  dollar  spent  of  drug  treatment, 
the  taxpayer  saves  seven  dollars  by  reducing  criminal  justice,  health  care,  and  welfare 
costs. 

Furthermore,  we  have  transformed  the  state  of  the  art  in  mental  health  care  from 
custodial,  confinement  in  remote  institutions  to  one  of  active  care  within  local 
communities.  We  have  shown  that  treatment  for  mental  disorders  can  help  return  people 
to  work,  get  people  who  are  homeless  and  mentally  ill  off  the  streets,  and  return  children 
with  serious  emotional  disturbances  from  out-of-state  hospitals  to  their  homes  with  their 
parents. 

However,  given  the  changing  role  and  responsibilities  of  the  Federal  Government 
and  budget  realities,  we  have  undertaken  a  review  of  all  current  demonstration  programs, 
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and  where  necessary,  individual  projects,  to  determine  which  ones  to  continue.  Projects 
continued  into  1997  as  noncompeting  awards  will  represent  activities  best  positioned  to 
provide  relevant,  timely  and  useful  information  which  meets  national  needs. 

In  addition  to  continuation  projects,  our  budget  proposes  an  increase  of  $164.5 
million  for  new  grants  for  the  new  knowledge  development  and  application  program. 
This  request  is  based  on  the  current  trends  in  the  health  care  delivery  system  and  in  public 
health.  It  also  reflects  needs  outlined  by  our  partners.  They  have  told  us  they  need  new 
and  better  information  on:  how  managed  care  financing  mechanisms  affect  people  with 
or  at  risk  for  addiction  or  mental  disorders;  how  prevention  can  reduce  managed  care 
costs;  how  early  childhood  problems  can  be  identified  and  addressed  in  a  family  context 
to  avoid  serious  and  costly  future  addiction  and  mental  disorders;  how  to  curtail  the 
emerging  marijuana  problems  among  youth  and  the  resurgence  of  met hamphet ami ne 
abuse  in  many  sections  of  the  country;  and  how  to  involve  consumers  of  mental  health 
services  in  the  treatment  of  others  with  mental  disorders. 

Consistent  with  the  need  to  ensure  that  new  knowledge  is  actually  applied  in 
ways  that  improve  services  and  save  money,  we  plan  to  devote  almost  half  of  new 
knowledge  development  and  application  funds  to  changing  systems  and  treatment 
practices  throughout  the  country.  However,  it  is  important  to  note,  we  will  continue  to 
get  input  from  our  partners  before  the  1997  knowledge  development  and  application 
agenda  is  considered  final. 

One  on-going  means  available  for  implementing  the  findings  from  the  knowledge 
development  and  application  program  is  SAMHSA's  block  grant  programs.  Our  1997 
request  again  proposes  to  replace  the  Community  Mental  Health  Services  and  Substance 
Abuse  Prevention  and  Treatment  Block  Grants  with  Performance  Partnership  Grants. 

As  proposed  in  the  pending  Senate  SAMHSA  reauthorization  legislation 
(S.l  180),  Performance  Partnership  Grants  would  increase  the  State's  flexibility,  allowing 
them  to  set  their  own  priorities  for  expenditures  and  management  of  grant  funds.  In 
exchange  states  will  accept  greater  accountability  for  producing  results.  Over  the  past 
year,  we  have  continued  to  establish  the  basis  for  outcomes  oriented,  Federal-State 
partnerships.  The  preliminary  discussions  are  encouraging. 

The  1997  budget  request  includes  an  additional  $67  million  for  the  Substance 
Abuse  Performance  Partnership  Grant  and  an  $  1 1  million  increase  for  the  Mental  Health 
Performance  Partnership  Grant.  These  increases  are  needed  to  respond  to  the  recent  rise 
in  substance  abuse  among  youth,  the  number  of  AIDS  cases  associate  with  injecting  drug 
use,  and  the  continued  gap  between  the  number  of  people  with  mental  and  or  addictive 
disorders  in  need  of  treatment  and  the  number  of  those  people  who  receive  treatment. 

While  the  Knowledge  Development  and  Application  and  Performance  Partnership 
Grants  remain  the  largest  and  most  visible  of  SAMHSA's  current  efforts,  other 
SAMHSA  activities  continue  to  be  critical  in  improving  quality  and  availability  of 
services.  These  include:  collecting  and  analyzing  data,  developing  comprehensive 
community  mental  health  services  for  children  and  adolescents;  developing  the  first  ever 
"Report  Card"  generated  by  and  for  consumers  of  mental  health  services  to  gauge 
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accessibility  and  quality  of  mental  health  services  provided  through  managed  care  plans; 
and  investigating  incidents  of  abuse  and  neglect  of  individuals  with  mental  illness. 

In  addition,  we  are  very  interested  in  intensifying  SAMHSA's  current  efforts  with 
employers,  labor  and  other  Federal  agencies  to  improve  the  availability  and  quality  of 
mental  health  services  and  substance  abuse  prevention  and  treatment  programs  provided 
through  the  workplace.  The  workplace  provides  us  a  direct  channel  to  reach-out  to  a 
large  segment  of  the  population.  In  addition,  most  Americans  access  their  health  care 
through  their  employers.  Business  and  labor  can  ensure  that  substance  abuse  prevention 
and  treatment  and  mental  health  services  remain  options  for  their  employees  and  families. 
As  a  result,  the  Nation  will  have  healthier,  safer,  and  more  productive  workforce  in  the 
future. 

Mr.  Chairman,  we  are  not  here  today  presenting  the  same  old  way  of  doing 
business.  We  are  moving  through  a  paradigm  shift  to  ensure  that  our  efforts  have  greater 
impact  and  to  demonstrate  accountability  for  the  Federal  dollars  entrusted  to  us  by  the 
Congress  and  the  Administration.  Over  the  years,  our  work  and  the  taxpayers' 
investment  in  SAMHSA  have  shown  that  substance  abuse  prevention,  addiction 
treatment  and  mental  health  services  work.  Yet,  just  like  interventions  for  heart  disease, 
cancer,  and  diabetes,  these  services  can  be  improved  and  we  need  to  continue  to  build  on 
our  past  successes. 

We  also  know  that  investing  Federal  resources  in  these  areas  make  sense.  It 
improves  lives,  strengthens  families,  saves  children,  and  increases  productivity.  At  the 
same  time  it  saves  dollars  across  a  broad  spectrum  of  other  federal  government 
programs,  including  housing,  education,  welfare,  Medicaid,  labor  and  criminal  justice. 

Finally,  continuous  Federal  leadership  is  needed.  In  the  area  of  substance  abuse, 
we  welcome  the  leadership  of  General  Barry  McCaffrey.  SAMHSA's  staff  has  worked 
with  his  office  to  develop  the  1996  Drug  Control  Strategy,  and  our  programs  are  fully 
engaged  in  supporting  its  mission,  "to  eliminate  drug  use  and  its  consequences." 

As  we  work  together,  the  Administration  and  the  Congress,  it  is  clear  that  each 
new  generation  of  American  youth  presents  us  with  new  challenges   Each  new  scientific 
advance  in  substance  abuse  prevention,  addiction  treatment  and  mental  health  services 
provides  new  options.  And  these  options  need  to  be  translated  to  every  day,  real-life 
practices  in  order  to  improve  the  quality  and  availability  of  substance  abuse  prevention 
and  treatment  and  mental  health  services  to  those  most  in  need.  In  short,  that  is 
SAMHSA's  mission  and  that  is  what  the  American  people  receive  for  their  investment. 

Again,  Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  the 
opportunity  to  present  the  1997  budget  request  for  the  Substance  Abuse  and  Mental 
Health  Services  Administration. 

We  will  be  pleased  to  answer  any  questions  you  may  have. 
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Mr.  Porter.  Thank  you,  Dr.  Chavez. 

Since  the  hearing  started  late,  we  will  call  on  members  in  the 
order  of  their  arrival.  Mr.  Stokes? 

DRUGS  IN  THE  SCHOOLS 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Doctor,  last  year  we  talked  a  little  bit  about  the  impact  of  drugs 
on  schools.  At  that  time  I  related  an  incident  out  in  my  congres- 
sional district  where  I  visited  a  high  school  where  they  have  taken 
all  the  lockers  out  of  the  school,  because  children  were  bringing 
drugs  to  school  and  the  only  way  to  cope  with  that  was  to  take  the 
lockers  out  of  the  school.  That,  of  course,  is  a  deplorable  situation 
and  one  that  is  to  be  abhorred.  What  progress  can  you  report  to 
us  this  year  on  what  the  Agency  is  doing  to  address  drugs  in  the 
Nation's  schools. 

Dr.  Chavez.  Congressman,  there  have  been  many  efforts  made 
by  our  Center  for  Substance  Abuse  Prevention  that  have  focused 
and  targeted  specific  schools  and  worked  very  closely  with  the  De- 
partment of  Education  and  other  departments  as  well.  I  would  like 
Dr.  Johnson  to  give  you  a  few  examples  of  what  has  been  done  in 
the  area  of  prevention  and  then  ask  Dr.  Barry  if  she  can  give  some 
very  quick  examples  in  the  area  of  treatment,  because  the  treat- 
ment is  very  much  a  part  of  our  prevention  effort. 

Ms.  Stokes.  Certainly.  I  would  be  pleased  to  hear  from  Dr.  John- 
son and  Dr.  Barry. 

Dr.  Johnson.  Good  morning,  Congressman  Stokes.  I  am  happy 
to  report  to  you  that  we  have  a  number  of  programs  that  really 
focus  on  children  and  schools.  For  example,  we  have  a  program  in 
New  Orleans  where  we  have  demonstrated  significant  scholastic 
improvements,  both  in  reading  and  other  academic  skills.  We  have 
a  Smart  Moves  program  that  focuses  on  boys  and  girls  clubs  in 
America,  and  what  we've  seen  is  lower  percentages  of  academic 
failure,  fewer  repeated  grades,  and  fewer  behavioral  problems  in 
schools  for  the  children  participating  in  this  program.  In  addition, 
we  have  a  Straws  Prevention  program  in  Texas  that  decreased  tru- 
ancy from  61  percent  to  21  percent  for  program  participants.  And 
we  have  many  additional  programs  across  the  country  where  we've 
seen  effective  results. 

Let  me  say  that  later  on  in  the  year  we  have  a  cross-site  evalua- 
tion study  that  will  report  some  findings.  We  have  a  book  that  is 
just  coming  out  called  "Prevention:  A  Decade  of  Achievement,  A 
Commitment  to  the  Future"  highlighting  some  of  the  major  accom- 
plishments that  we've  had  with  children  in  school.  We  will  present 
it  for  the  record  after  Departmental  clearance.  As  you  have  pointed 
out,  this  is  of  great  concern  to  CSAP  and  the  other  Center  pro- 
grams. 

[The  information  follows:] 

"Prevention:  A  Decade  of  Achievement,  a  Commitment  to  the  Future,"  is  not  com- 
pleted at  this  time.  When  the  Document  is  completed,  a  copy  will  be  submitted  to 
the  Committee  staff. 

Mr.  Stokes.  Okay.  Thank  you. 
Doctor  Barry? 

Ms.  Barry.  We  have  primarily  focused  on  children  and  school- 
age  children  in  our  Residential  Women  and  Children's  program.  We 
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do  have  children  that  are  benefitting  greatly  from  the  opportunity 
to  participate  in  the  treatment  program.  One  program  has  found 
that  among  the  school-age  children  100  percent  had  received  pass- 
ing grades  and  that  80  percent  made  the  Honor  Roll.  These  same 
children  were  experiencing  failure  in  school  prior  to  being  admitted 
in  the  program.  And  our  other  programs  in  the  Women  and  Chil- 
dren's program  area  are  experiencing  similar  results. 
Mr.  Stokes.  Thank  you. 

STARTING  EARLY/STARTING  SMART  PROGRAM 

Dr.  Chavez.  Congressman  Stokes,  let  me  talk  about  another  ini- 
tiative that  we  began  last  year,  and  that  is  our  Starting  Early/ 
Starting  Smart  program.  This  initiative  is  for  children  ages  zero  to 
seven  which  involves  the  family  and  other  service  systems.  We  are 
continuing  to  work  with  the  Department  of  Education  as  well  as 
the  Administration  for  Children  and  Families,  the  Health  Re- 
sources and  Services  Administration,  and  many  other  agencies.  We 
see  this  as  an  excellent  collaborative  effort  not  only  in  relation  to 
the  early  prevention  and  early  intervention,  but  also  as  a  contin- 
uum of  knowledge  development  with  other  Federal  agencies. 

Mr.  Stokes.  Dr.  Chavez,  what  would  your  response  be  to  the 
question  of  whether  we  are  winning  or  losing  the  war  on  drugs. 

Dr.  Chavez.  If  we  look  at  what  is  happening  in  this  country  and 
see  the  increase  in  teenage  pregnancy,  and  look  at  the  issue  of  vio- 
lence, in  some  areas  I  believe  that  we  are  winning,  and  in  some 
areas  I  believe  that  we  are  losing.  I  believe  that  a  comprehensive 
approach  with  a  balanced  system  is  very  important.  I  also  believe 
that  as  a  Nation,  we  must  come  together  and  work  together  to  fight 
the  problem  of  drug  abuse  and  that  we  need  to  recognize  that  this 
is  a  problem  that  impacts  every  single  individual  in  this  country 
directly  or  indirectly. 

We  cannot  fight  this  problem  by  ourselves.  It  requires  the  in- 
volvement not  only  of  the  Federal  Government,  but  also  the  in- 
volvement of  the  business  community  and  every  segment  of  soci- 
ety— parents,  survivors,  and  others.  SAMHSA  has  moved  in  that 
direction  with  several  new  initiatives  including  one  where  we  are 
involving  the  business  community.  Very  recently  Dr.  Johnson  and 
the  Center  for  Substance  Abuse  Prevention  convened  a  conference 
that  included  people  from  Xerox,  3-M,  Polaroid,  Kodak,  et  cetera, 
Again,  I  believe  this  is  an  area  that  is  going  to  involve  all  of  us. 
In  some  areas  we're  winning,  in  some  areas  we  still  have  a  lot  of 
work  to  do.  We  all  have  to  recognize  that  we've  got  to  come  to- 
gether to  address  some  of  these  issues. 

I  think  that  through  some  of  the  programs  that  SAMHSA  has 
been  involved  in  there  have  been  some  significant  changes  in  the 
area  of  substance  abuse  prevention  and  treatment,  and  let's  not 
forget  the  area  of  mental  health.  We  know  that  many  of  the  indi- 
viduals that  are  coming  into  our  systems  will  come  in  with  a  mul- 
titude of  problems  and  many  times  these  are  problems  related  to 
mental  illness. 

Would  any  of  you  like  to  comment  further? 

Ms.  Johnson.  I  would  just  like  to  point  out  that  I  think  in  areas 
where  we  have  programs  and  where  we're  applying  knowledge  ef- 
fectively, we're  seeing  significant  gains  in  all  three  of  our  programs. 
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So,  I  think  we  can  say  we  certainly  are  making  great  strides.  We 
are  also  uncovering  new  data  everyday  in  terms  of  providing  more 
precision  in  our  interventions.  And  as  we  continue  to  move  forward 
with  our  1997  program,  if  supported,  I  think  we  can  continue  to 
have  a  major  impact  on  substance  abuse  problems  in  our  Nation. 

We  are  concerned,  as  I'm  sure  you  are,  about  the  increase  and 
upswing,  for  example,  in  marijuana  use  by  eighth,  tenth,  and 
twelfth  graders.  That's  why  the  programs  Dr.  Chavez  just  men- 
tioned dealing  with  early  childhood  problems  are  ones  that  we're 
placing  great  attention  on  in  the  fiscal  year  1997  budget  proposal. 

Mr.  Stokes.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  PORTER.  Mrs.  Lowey? 

Mrs.  LOWEY.  Thank  you,  Mr.  Chairman. 

THE  PATH  PROGRAM 

Doctor  Chavez  and  the  rest  of  the  panel,  I  appreciate  you  being 
here  today.  Before  I  ask  my  question,  I  just  want  to  follow  up  on 
the  comments  of  my  colleague  Mr.  Stokes  because  I  think  we  share 
some  of  the  frustrations  that  so  many  people  in  our  community 
feel.  As  I  visit  many  of  these  programs,  what  I  keep  trying  to  figure 
out  is  what  makes  them  successful,  are  our  evaluations  as  good  as 
they  can  be.  And  as  we  invest  money  in  these  programs,  I  keep 
asking  how  do  you  legislate  excellence.  Because  often  it  is  not  so 
much  the  textbook  that  you're  presenting  or  the  curriculum  that 
you're  presenting,  but  it's  the  person  who  is  running  that  program 
that  connects  with  the  kids,  that  provides  mentoring,  that  provides 
adult  support  that  really  makes  the  difference.  In  having  seen 
these  programs  in  operation  for  20  years  or  more,  it  comes  down 
to  who  is  running  it  and  what  is  the  connection  that  this  adult  is 
making  with  these  youngsters.  How  we  evaluate  these  programs  so 
we  can  really  sort  out  what  works  and  what  doesn't  work  and  rep- 
licate what  works  is  the  challenge. 

In  any  event,  let  me  get  to  my  questions.  The  PATH  program 
provides  outreach,  mental  health,  and  other  services  to  persons 
with  serious  mental  illness  who  are  homeless.  And  those  who  work 
with  the  homeless  believe  this  program  makes  a  significant  dif- 
ference. In  New  York,  $2  million  in  Federal  PATH  funds  were 
matched  with  $3.4  million  in  State  money  providing  services  to 
over  8,000  people.  The  administration  has  proposed  incorporating 
PATH  into  a  larger  mental  health  block  grant.  While  I  am  always 
ready  to  look  at  new  ways  to  do  business  and  streamline  Govern- 
ment programs,  I  think  we  have  to  make  very  sure  that  important 
services  to  vulnerable  populations  are  not  lost.  How  will  this  new 
block  grant  improve  services  under  the  PATH  program?  Will  it  con- 
tinue to  provide  matching  funds  to  the  States?  Can  you  assure  us 
that  the  services  provided  under  the  PATH  program  will  continue 
within  the  block  grant? 

Mr.  Arons.  I'm  Dr.  Arons  with  the  Center  for  Mental  Health 
Services.  The  responsibility  for  administering  this  program,  Con- 
gresswoman,  falls  in  the  Center  for  Mental  Health  Services.  The 
concept  was  developed  in  the  administration's  presentation  of  the 
1996  budget  to  combine  the  mental  health  community  services 
block  grant  and  the  PATH  program.  Since  they  were  both  formula 
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programs  to  States,  there  would  be  an  increase  in  administrative 
flexibility  and  States  would  apply  for  the  funds  in  a  single  applica- 
tion. The  proposal  at  that  time  was  to  combine  the  total  funds  for 
those  two  programs. 

The  notion  was  that  States  are  in  the  best  situation  to  develop 
their  own  objectives,  their  own  goals,  and  to  determine  how  best 
to  spend  the  Federal  money  that  is  really  leverage  money  for  the 
activities  that  are  important  in  that  State.  For  example,  the  State 
of  New  York  may  wish  to  continue  to  spend  those,  or  more,  funds 
on  individuals  who  are  homeless  and  have  a  mental  illness;  where- 
as another  State  may  have  a  lesser  need  in  that  area.  The  concept 
to  combine  those  programs  is  still  one  that  the  administration  is 
proposing  in  the  fiscal  year  1997  proposal. 

The  shift  would  also  be  from  strict  requirements  of  an  applica- 
tion to  a  negotiation  with  the  State  in  developing  objectives,  and 
goals  they  want  to  meet  with  those  funds.  We  would  expect  in  a 
State  like  New  York,  and  other  States  where  there  is  a  significant 
problem  with  homeless  individuals,  that  services  to  homeless  indi- 
viduals would  be  an  important  objective. 

Mrs.  Lowey.  But  there  is  no  requirement,  there's  no  guarantee 
that  the  services  provided  under  the  PATH  program  will  continue 
under  the  block  grant.  You're  saying  that  you  are  assuming  that 
the  State  will  use  its  best  judgement  and  continue  those  services 
but  that  there  is  no  requirement. 

Mr.  Arons.  There's  no  absolute  requirement.  There  is  the  proc- 
ess of  negotiation  with  the  State  as  to  what  objectives  the  State 
would  focus  on  for  that  coming  year.  It  is  hoped  and  expected  that 
through  that  negotiation  process  there  would  be  inclusion  of  serv- 
ices to  individuals  who  are  homeless,  particularly  in  States  where 
that's  a  special  issue. 

Mrs.  Lowey.  Following  up  on  the  negotiation,  is  there  an  evalua- 
tion process  at  the  end  of  the  year? 

Mr.  Arons.  Yes,  there  would  be  data  reporting  required  for 
whether  the  State  was  able  to  achieve  its  goals,  and  objectives. 
This,  again,  is  a  significant  change  from  the  way  the  blockgrant 
was  run  where  a  plan  was  introduced  at  the  beginning  of  the  year, 
there  were  12  requirements,  and  if  a  State  did  not  meet  those  re- 
quirements, did  not  fully  implement  that  plan,  there  could  be  pen- 
alties, a  reduction  in  the  block  grant  funds  to  that  State.  The  pro- 
posed FY  1997  blockgrant  is  a  move  more  towards  negotiation, 
State  flexibility,  and  encouragement  rather  than  punishment  or 
penalties. 

If  I  could  say  a  word  on  your  first  comment.  You  introduced  the 
notion  about  what  we're  doing  in  evaluation.  I  think  that  ties  in 
very  much  to  both  what  we're  doing  in  the  PATH  program  as  well 
as  other  center  programs.  Our  Knowledge  Development  and  Appli- 
cation process  is  really  based  on  solid  evaluation,  comprehensive 
evaluation,  and  then  proactively  disseminating  that  information.  I 
don't  know  that  you  can  really  legislate  good  practice  but  we  think 
that  once  you  identify  and  show  a  model  that  works,  we  can  dis- 
seminate it  and  become  very  active  in  making  certain  people  know 
what  works  best. 

Mrs.  Lowey.  What  I  have  found  in  looking  at  these  programs  is 
that  in  too  many  cases  the  salary  level  is  so  low  that  it  is  very  dif- 
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ficult  to  attract  the  very  best  people.  Now,  in  some  instances  there 
isn't  always  a  connection.  You  have  people  who  are  committed  and 
dedicated  and  want  to  do  the  right  thing.  But  in  many  instances, 
the  salary  level  is  so  low  and  the  insecurity  of  getting  a  grant  the 
next  year  is  very  key  and  so  I  know  attracting  top  people  into  this 
field  is  a  problem.  But  I  guess  that's  true  in  everything  we  do,  Mr. 
Chairman,  you  do  your  best  in  trying  to  develop  guidelines  for  pro- 
grams and  then  the  implementation  depends  on  the  excellence  of 
the  people  administrating  the  program.  So  I  would  be  very  inter- 
ested as  we  move  along  to  look  at  the  evaluation  and  to  look  at 
your  criteria  for  continuing  to  invest  money  in  these  specific  pro- 
grams. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Mr.  Obey? 

Mr.  Obey.  Thank  you,  Mr.  Chairman. 

PATH  AND  MENTAL  HEALTH  BLOCK  GRANT  FUNDING 

Doctor,  I've  got  to  catch  a  plane  fairly  quickly,  so  I  am  not  going 
to  be  spending  a  lot  of  time  asking  questions.  I  just  simply  have 
one  question  based  on  the  calendar.  As  you  know,  your  agency 
wound  up  getting  somewhat  more  funding  for  fiscal  year  1996  than 
had  been  expected  before  the  final  conference.  As  a  result,  while 
your  budget  appears  to  ask  for  an  $11  million  increase  for  the  men- 
tal health  blockgrant  and  PATH  programs,  in  fact,  because  the  con- 
ference adjusted  the  numbers  for  your  program  up,  the  dollars  that 
are  actually  in  your  budget  would  result  in  a  reduction  below  what 
you  actually  received  for  1996.  I  just  want  to  get  clear  for  the 
record  the  administration  did  not  intend  to  request  a  budget  reduc- 
tion for  this  item  for  this  year,  did  it? 

Dr.  Chavez.  That's  correct. 

Mr.  Obey.  Could  you  simply  tell  me  what  would  be  lost  if  you 
had  to  reduce  your  1997  budget  for  those  programs  by  $20  or  $25 
million  below  what  you  actually  got  this  year. 

Mr.  Arons.  Congressman  Obey,  as  you  pointed  out,  the  1997 
budget  was  put  together  based  on  a  best  assumption  of  what  we 
might  be  expecting  in  1996  which  wasn't  available  at  the  time. 

Mr.  OBEY.  Worst  assumption. 

Mr.  Arons.  Well,  reasonable  maybe.  A  possible  assumption. 
Based  on  that,  there  was  some  attempt  to  provide  a  modest  in- 
crease so  that  we  could  return  to  the  previous  levels  of  spending. 
As  you  point  out,  at  the  moment  it  turns  out  to  be  actually  less 
than  we  received  in  1996. 

The  PATH  program,  which  Congresswoman  Lowey  mentioned  be- 
fore, served  approximately  115,000  clients  through  388  organiza- 
tions in  1995.  The  reduction  that  occurs  in  the  mental  health 
blockgrant  and  performance  partnership  grants,  is  done  in  part  by 
the  combining  of  these  programs.  Our  best  estimate  is  that  we 
would  see  a  decrease  in  clients  served  of  about  a  40,000  from  the 
level  that  was  achieved  in  1995. 

[Clerk's  note. — Subsequent  to  the  hearing.  SAMHSA  added  the 
following  sentence,  "Based  on  this  data,  the  worst  case  scenario 
would  be  that  115,000  clients  would  not  be  served  if  states  do  not 
use  other  resources  to  provide  these  services."] 
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children's  mental  health 

Mr.  Obey.  Thank  you.  Just  one  last  question,  Doctor.  How  would 
you  describe  the  situation  with  respect  to  the  mental  health  of  chil- 
dren these  days?  What  are  the  most  serious  problems  we  face  on 
that  front  and,  especially,  what  problems  do  we  face  with  respect 
to  depression? 

Dr.  Chavez.  Congressman  Obey,  let  me  start  out  with  a  response 
and  then  I'll  ask  Doctor  Arons  and  any  of  the  other  directors  that 
want  to  comment  to  do  so.  One  of  the  things  that  we  certainly  are 
very  concerned  about  is  the  mental  health  of  children,  as  well  is- 
sues related,  to  the  substance  abuse  problems.  One  pattern  that 
we're  finding  more  and  more,  for  example,  is  that  in  89  percent  of 
those  individuals  that  have  a  co-occurring  disorder,  the  mental 
problem  started  in  early  childhood.  There  are  windows  of  oppor- 
tunity during  the  pre-teens  and  late-teens  where  you  can  employ 
prevention  efforts  and  interventions  and,  hopefully,  avoid  sub- 
stance abuse  problems  later  in  life. 

What  we're  seeing  more  and  more  is  children  that  have  serious 
problems  at  a  much  younger  age  coming  into  many  service  sys- 
tems. But  these  systems  are  not  equipped  to  handle  many  of  these 
problems  that  children  are  presenting.  That's  one  of  the  reasons  we 
became  very  concerned  about  a  year  and  a  half  ago  and  began  our 
initiative  for  children  ages  zero  to  seven  which  really  focuses  on  the 
three  areas:  prevention,  treatment  in  the  substance  abuse  area, 
and  early  identification  of  mental  health  problems.  So,  things  have 
gotten  better  in  some  areas  because  of  the  efforts  of  the  Center  for 
Mental  Health  Services  programs  and  some  of  the  substance  abuse 
programs,  particularly  the  blockgrant  in  mental  health.  The  Block 
Grant  Program  has  been  very  effective  in  providing  States  and 
local  communities  the  incentive  to  begin  to  build  infrastructures  for 
children  that  have  serious  emotional  problems.  I  would  like  Doctor 
Arons  to  comment  also. 

Mr.  Arons.  Congressman  Obey,  we  are  obviously  very  concerned 
about  mental  illness  in  children.  We  know  that  children  do,  unfor- 
tunately, get  mental  illnesses,  they  get  depression  as  well  as  other 
mental  illnesses,  that  these  conditions  can  be  identified,  they  can 
be  treated,  and  improvement  in  the  functioning  and  management 
of  these  conditions  can  be  obtained.  Unfortunately,  we  see  all  too 
often  that  children  do  not  get  services. 

We  have  a  number  of  activities  to  try  to  improve  that  situation. 
One  is  a  national  information  initiative  called  Caring  for  Every 
Child's  Mental  Health  in  which  we're  trying  to  spread  information 
to  those  who  really  need  to  know  it — pediatricians,  nurses  in 
schools,  school  teachers,  principals  and  so  forth — to  get  the  infor- 
mation out  that  we  already  know  about  what  works  and  what  can 
be  identified  about  children's  mental  illness.  We're  doing  it  through 
the  latest  technology.  We  have  a  World  Wide  Web  site  and  we  try 
to  spread  the  word  through  800  numbers  to  get  that  information 
out. 

At  the  same  time,  we  need  to  demonstrate  what  works  best  in 
providing  treatment.  We  have  our  Children's  Mental  Health  Serv- 
ices program  at  22  sites  in  18  States  around  the  country.  In  Mil- 
waukee, Wisconsin,  for  example,  they  have  been  successful  enough 
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in  developing  wrap-around  services  so  that  they  now  can  bring 
back  all  the  children  that  were  placed  out  of  State.  We  still,  unfor- 
tunately, have  the  situation  where  children  are  sent  out  of  State 
because  appropriate  treatment  is  not  available  within  the  State. 
We're  beginning  to  show  that  by  developing  comprehensive  services 
for  children  we  can  keep  children  in  their  State,  in  their  families, 
and  really  build  on  the  family  as  a  source  of  support.  I  think  we're 
making  strides  but  we  probably  still  have  a  way  to  go. 

THE  CARNEGIE  COUNCIL  STUDY 

Mr.  Obey.  Just  one  last  question.  As  you  know,  this  society  has 
changed  dramatically  since  people  like  me  were  growing  up.  We 
now  have  a  huge  number  of  families  with  both  parents  in  the  work- 
place, less  time  for  parents  to  pay  attention  to  each  other  much 
less  their  kids.  Have  there  been  any  reliable  studies  to  try  to  ana- 
lyze what  impact,  if  any,  the  changing  work  patterns  in  the  aver- 
age American  family  have  had  on  the  stability  and  the  security  and 
the  self-confidence  of  children? 

Dr.  Chavez.  The  Carnegie  Council  has  released  a  study  that 
really  deals  with  a  lot  of  the  issues  that  you've  just  mentioned  in 
terms  of  the  changing  family  patterns,  the  atmosphere  in  the  fam- 
ily, and  the  fact  that  you  have  blended  families  now  which  must 
turn  to  institutions  for  child  rearing  because  both  parents  are 
working.  We  are  very  concerned  about  what  is  happening  to  those 
children.  We  are  proposing  to  begin  in  fiscal  year  1997  a  series  of 
family  studies  that  will  look  at  parental  child  rearing  and  child 
rearing  practices  among  these  families  and  try  to  determine  what 
types  of  interventions  might  be  necessary.  These  studies  will  be  dif- 
ferent than  ones  we  have  funded  before  because  of  the  issues  that 
you've  just  mentioned.  We  are  looking  at  different  family  structures 
to  be  able  to  identify  what  are  the  most  effective  strategies  in 
reaching  those  families,  whether  we're  talking  about  drug  edu- 
cation or  whether  we're  talking  about  parenting  skills.  We  know, 
for  example,  that  children  are  not  bonding  as  well  in  those  families; 
they're  not  bonding  with  the  family,  they're  not  bonding  with  the 
schools,  and  they're  not  bonding  with  the  community  and  that 
brings  about  wholesale  problems.  These  studies  will  be  focused  to 
look  at  those  particular  variables  and  try  to  identify  interventions 
that  can  be  effective. 

Mr.  Obey.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Obey. 

For  the  information  of  the  members,  we  are  proceeding  under  the 
ten  minute  rule.  Because  the  hearing  got  started  late  since  Mr. 
Dickey  was  not  here  at  10:00,  we  have  recognized  the  members 
who  were  here  first  and  then  Mr.  Obey,  because  he  has  to  catch 
a  plane  and  is  very  busy,  requested  recognition  next.  So  what  we 
are  going  to  do  is  proceed  with  my  questions  and  then  Mr.  Riggs, 
then  Ms.  Pelosi,  then  Mr.  Dickey. 

OUTCOME  ORIENTED  SYSTEM  IN  1997 

Doctor  Chavez,  since  the  President  signed  your  appropriation  bill 
last  week,  we  know  your  agency  is  reducing  spending  by  14  percent 
in  1996.  And  while  we  know  you  didn't  want  that  kind  of  reduction 
in  your  budget  obviously,  we  do  want  you  to  know  that  we  appre- 
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ciate  the  fact  that  you  are  doing  your  best  within  that  constraint 
to  become  more  efficient  and  effective.  We  also  want  to  point  out 
that  although  you  were  asking  for  an  increase  for  1997  compared 
to  1996,  the  request  is  still  $83  million,  or  4  percent,  below  the 
1995  appropriation.  Last  year  the  committee  report  contained  sev- 
eral recommendations  for  SAMHSA  in  1996.  The  subcommittee 
staff  believes  that  you  have  made  a  strong,  good  faith  effort  to  com- 
ply with  those  recommendations  and  I  would  like  to  ask  you  about 
them. 

First,  the  committee  encouraged  SAMHSA  to  focus  heavily  on 
performance  goals  and  outcome  measurements;  in  other  words,  find 
out  how  Federal  dollars  are  making  a  difference  for  people.  I  know 
the  administration  has  a  proposal  to  reauthorize  the  block  grants 
to  do  so.  Unfortunately,  it  seems  unlikely  that  the  reauthorization 
bill  will  be  enacted  this  year.  Can  you  tell  us  what  you've  done,  and 
you've  already  touched  on  this  in  your  testimony  I  realize,  but  tell 
us  what  you  have  done  and  what  you  will  be  doing  in  1997  to  move 
toward  a  more  outcome  oriented  system,  even  if  the  new  legislation 
is  not  enacted. 

Dr.  Chavez.  Congressman  Porter,  we  have  done  several  things  in 
this  area.  We  are  moving  more  towards  outcome  orientation  even 
though,  as  you  stated,  there  is  no  new  legislation.  We  are  very  com- 
mitted to  this  approach.  We  have  been  holding  regional  meetings, 
I  believe  three  of  them,  where  we  have  invited  the  State  represent- 
atives as  well  as  county  people,  local  folks,  consumers,  survivors, 
et  cetera.  These  regional  meetings  have  really  focused  on  assisting 
individuals  and  groups  to  establish  their  own  goals  and  objectives. 
Basically,  we  have  divided  the  groups  into  three  areas — mental 
health,  prevention,  and  substance  abuse  treatment.  We've  got  one 
regional  meeting  to  go  which  will  be  next  week  in  Philadelphia.  We 
had  one  last  week  in  Chicago  and  that  covered  several  regions. 
What  we  have  been  doing  in  these  meetings  is  really  discussing 
what  should  and  can  be  measured,  and  identifying  very  specific 
goals  and  objectives  targeted  to  that  State  and  to  those  commu- 
nities. 

In  addition,  the  Center  for  Substance  Abuse  Treatment  is  in  the 
process  of  contracting  with  three  States  on  a  pilot  basis,  Oregon, 
Minnesota,  and  Washington  State,  to  look  at  how  you  develop 
measures  based  on  outcomes  and  very  specifically  targeted  to  the 
needs  of  participants,  who  include  not  only  the  consumers,  but  also 
many  survivors.  That's  the  direction  in  which  we're  headed.  Maybe 
Camille  might  want  to  say  a  little  bit  about  that. 

Ms.  Barry.  CSAT  is  the  agency  responsible  for  administering  the 
block  grant.  As  you  know,  there  is  approximately  $1.2  billion  for 
block  grants  so  that's  a  large  responsibility.  We're  assisting  the 
States  right  now  in  developing  performance  measures.  About  three 
years  ago,  we  started  helping  States  develop  State  assessments  so 
that  they  could  identify  their  needs.  Right  now,  we're  going  to  de- 
velop a  model  which  will  use  utilization  data  to  make  sure  that  the 
people  who  are  identified  as  having  need  of  services  actually  re- 
ceive those  services  and  match  that  up  with  outcome  measures. 
Doctor  Chavez  pointed  to  the  fact  that  we  will  have  pilots  going  on 
in  three  States — Oregon,  Washington,  and  Minnesota.  In  1997, 
with  our  proposed  budget,  we  are  proposing  to  transfer  to  the  field 
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this  technology  and  we  believe  it's  a  major  breakthrough  in  per- 
formance measurement  development. 

PERFORMANCE  GOALS  AND  OUTCOME  MEASURES 

Mr.  Porter.  One  of  the  subcommittee's  concerns  about  the  devel- 
oping performance  goals  and  outcome  measures  in  cooperation  with 
the  treatment  community  is  that  many  in  the  community  believe 
the  primary  focus  should  be  on  capacity.  While  we  realize  that  ca- 
pacity is  an  important  matter,  we  are  more  concerned  with  how  the 
funding  we  provide  is  actually  impacting  the  people  who  receive 
services.  Do  you  feel  that  the  community  has  over-emphasized  ca- 
pacity issues?  And  what  is  SAMHSA  doing  to  keep  the  focus  on 
performance  measures? 

Dr.  Kade.  Even  though  we  are  developing  performance  meas- 
ures, that's  not  necessarily  at  the  exclusion  of  monitoring  the  serv- 
ices and  the  relative  efficacy  of  those  services  in  those  commu- 
nities. Obviously,  there  are  situations  where  you  don't  have  enough 
service  and  services  are  not  reaching  people  in  need.  But  the  per- 
formance measures  are  supposed  to  be  developed  to  measure  the 
impact  of  those  services  and  to  make  sure  they  are  outcome  ori- 
ented. Since  this  is  an  interactive  process,  if  a  State  feels  that  a 
measure  should  be  the  availability  of  services,  that's  not  nec- 
essarily something  that  we  would  disagree  with.  We  have  to  really 
find  a  balance  between  the  overall  measures  we  want  for  the  Na- 
tion and  the  uniform  measures  for  the  States  with  those  that  indi- 
vidual States  need  in  order  to  better  plan  for  where  States  really 
have  to  devote  their  resources.  Camille,  do  you  want  to  speak  spe- 
cifically about  availability  of  services? 

Ms.  Barry.  The  Government  took  on  the  Federal  role  of  provid- 
ing a  safety  net  for  people  who  have  substance  abuse  problems. 
The  people  who  are  falling  into  that  safety  net  are  the  people  who 
are  uninsured,  the  under-insured,  the  uninsured  are  37  million  to 
39  million  at  this  point  in  time.  Some  people  who  have  substance 
abuse  problems  do  not  have  Medicaid  coverage  and  we  know  that 
varies  from  State  to  State  as  to  the  amount  of  coverage  they  have. 
With  Medicare  right  now,  there  is  one  DRG  which  is  devoted  to 
substance  abuse  and  that's  for  alcohol  and  that's  only  when  it  is 
a  co-morbid  situation.  We  know  that  populations  of  people  are 
starting  to  fall  through  the  cracks,  those  with  tuberculosis  AIDS, 
women  and  children  populations  which  are  hard  to  treat.  So  we 
provide  the  safety  net. 

In  terms  of  evaluation,  each  one  of  our  projects  has  an  evaluation 
component  to  it.  For  instance,  in  our  Residential  Women  and  Chil- 
dren's program,  we  have  43  projects,  each  one  of  those  projects  has 
an  evaluation  component  embedded  in  it.  On  a  higher  level,  ap- 
proximately 20  of  those  projects  of  residential  women  and  children 
have  cross-site  evaluation  going  on  where  we  are  looking  at  com- 
mon variables  across  those  individual  projects.  On  a  grander  scale, 
we  have  our  national  treatment  enhancement  study  that's  going  on 
that  is  looking  across  all  our  program  areas — criminal  justice,  Resi- 
dential Women  and  Children,  pregnant  and  postpartum  women, 
our  target  cities  which  focuses  on  hard  core  users — and  looking  at 
common  data  elements  and  we're  having  remarkable  results  with 
that  in  showing  the  decreases  associated  with  treatment. 
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Mr.  Arons.  Mr.  Chairman,  if  I  could  also  provide  just  a  very 
brief  reply. 

Mr.  Porter.  Yes,  Doctor  Arons. 

Mr.  ARONS.  In  the  mental  health  area,  we  are  actually  finding 
a  good  deal  of  commonality  and  resonance  with  the  committee's  en- 
couragement to  move  toward  outcome  oriented  performance  meas- 
ures. In  fact,  we  have  been  developing  this  year,  with  the  coopera- 
tion of  States,  a  report  card,  a  way  to  measure  and  to  judge  how 
different  systems  of  care  are  doing.  We're  now  testing  that  report 
card  in  several  state  systems. 

Dr.  Chavez.  Mr.  Chairman,  just  one  last  comment.  I  also  think 
that  it  is  important  that  we  remind  each  other  that  the  knowledge 
development  direction  we're  taking  will  be  emphasizing  evaluation 
and  outcome  and  not  capacity.  That  is  very  critical  because  we're 
looking  at  the  outcomes  and  how  we're  going  to  be  evaluating  re- 
sults, and  not  establishing  capacity.  This  is  regarding  the  dem- 
onstration program,  not  the  block  grants. 

Mr.  Porter.  Don't  get  me  wrong  on  this  because  I  realize  that 
in  some  cases  the  very  providing  of  services  is  the  only  lifeline  that 
a  person  has  even  though  the  outcome  may  not  be  what  we  would 
all  hope  for.  But  I  think  in  the  past  we  have  perhaps  over-empha- 
sized capacity  without  taking  a  hard  enough  look  at  outcomes  to 
see  what  works  and  really  helps  people.  Obviously,  there  is  a  blend 
of  both  necessary  to  maximize  the  success  of  the  effort.  But  I  think 
we  ought  to  take  again  a  very  good  look  at  what  works  and  what 
doesn't  work  and  emphasize  what  we  can  do  to  improve  the  cir- 
cumstances of  people  who  find  themselves  in  need  of  drug  treat- 
ment programs  and  alcohol  treatment  programs  as  well. 

Mr.  Riggs. 

METHAMPHETAMINE  ABUSE 

Mr.  RlGGS.  Thank  you,  Mr.  Chairman. 

Good  morning,  Doctor  Chavez.  I  apologize  for  not  being  here  for 
your  oral  testimony,  but  glancing  through  your  written  testimony 
I  find  two  references  to  the  number  one  drug  problem  at  least  in 
the  Western  United  States,  and  that's  the  rise  of  methamphet- 
amine  abuse.  I  note  with  interest  that  the  President  a  couple  of 
days  ago  called  for  congressional  legislation  to  deal  with  this  prob- 
lem and  would  like  you  to  know  that  a  bipartisan  group  of  us  have 
already  submitted  such  a  bill,  Congressman  Fazio  and  myself  in 
the  House  and  Senators  Feinstein  and  Grassley  in  the  Senate. 

But  I  would  like  to  get  a  better  sense  from  you  what  you're  going 
to  do  to  address  this  problem  which  has  been,  I  think  Congressman 
Fazio  or  Senator  Feinstein  put  it  best,  the  crack  of  the  1980s  has 
become  the  crank  of  the  1990s,  or  the  other  way  around  perhaps. 
I  thought  that  was  an  apt  analogy.  This  is  a  tremendous  health 
and  safety  problem  in  the  Western  United  States  in  particular. 
We're  hearing  from  our  top  law  enforcement  officials  who  are  in- 
forming us  that  the  problem  is  out  of  control,  in  part  because  of  the 
involvement  in  methamphetamine  production  and  trafficking  on 
the  part  of  Mexican  drug  cartels.  Again,  I  see  two  references  in 
your  written  testimony  to  the  problem  but  would  like  to  know  more 
specifically  what  you're  going  to  do  to  combat  it. 

Dr.  Chavez.  Thank  you,  Congressman  Riggs. 


678 

Let  me  start  out  with  the  methamphetamine  issue  and  then  I'm 
going  to  ask  Doctor  Barry  to  expand  on  specifically  what  it  is  that 
we're  trying  to  do.  I  am  from  Arizona  and  California.  In  August  I 
had  the  opportunity  to  spend  some  time  in  Arizona.  I  was  stunned 
when  I  saw  the  headlines  that  officials  had  to  call  the  Governor, 
who  was  out  of  the  country  to  come  back  to  Arizona  because  there 
were  some  incredible  issues  regarding  methamphetamine,  particu- 
larly, violent  acts  associated  with  use.  We  had  been  very  concerned 
but  that  kind  of  report  focused  it  a  little  bit  more  for  us  at 
SAMHSA.  There  are  several  things  that  we're  seeing  with  this 
issue.  One,  I  don't  think  we  know  very  much  in  relation  to  the  kind 
of  treatment  and  the  kind  of  problems  that  are  brought  up.  For  ex- 
ample, we  do  know  that  individuals  can  become  psychotic,  and  we 
know  that  some  individuals  become  very  dangerous.  We  also  know 
that  there  have  been  incidents  where  young  children  have  been 
killed  by  parents  who  have  been  abusing  this  drug,  and  we  know 
that  many  times  these  reactions  may  happen  many  months  after 
they  have  ceased  taking  methamphetamine.  So  there  are  a  lot  of 
issues  that  we're  very  concerned  about. 

We  are  convening  a  group  of  scientists,  the  best  people  in  the 
country,  to  meet  in  June  to  look  specifically  at  some  of  these  issues, 
and  help  decide  the  strategies  that  must  be  developed  not  only  in 
the  area  of  prevention,  but  also  in  substance  abuse,  and  mental 
health  treatment.  Doctor  Barry,  would  you  like  to  talk  about  our 
initiative. 

Ms.  Barry.  Doctor  Chavez  began  telling  you  about  the  initiative 
that  we  have  going  June  of  this  year.  The  Center  for  Substance 
Abuse  Treatment  and  SAMHSA  is  going  to  be  working  in  collabora- 
tion with  the  College  of  Physicians  for  Drug  Dependence.  We  are 
going  to  be  bringing  experts  from  throughout  the  United  States  to 
perform  the  most  extensive  scientific  analysis  and  review  of  the 
methamphetamine  problem  today. 

We  are  going  to  be  analyzing  every  data  base  which  is  available. 
We're  going  to  be  looking  at  users.  We're  going  to  be  looking  at 
characteristics  of  use.  We're  going  to  be  looking  at  treatment  serv- 
ices, and  we're  going  to  be  looking  at  neurotoxicity  and  outcomes. 
These  data  have  never  been  analyzed  in  this  way  before.  We  are 
going  to  be  presenting  that  report  to  the  administrator  for  public 
presentation  in  August  of  this  year. 

A  second  part  of  this  is  that  we  know  that  treatment  regimes 
specifically  focusing  on  methamphetamine  already  exist.  We  are  in- 
terested in  getting  that  information  and  disseminating  it  to  the 
field.  We're  also  looking  at  the  outcome  measures.  Those  people 
who  have  gone  through  treatment  programs  specially  targeted  for 
methamphetamine  use  and  are  one  year  after  their  discharge,  will 
be  assessed  to  determine  the  outcome  and  what  are  the  best  treat- 
ment services  available  to  treat  those  specific  patients. 

A  third  part  that  we're  proposing  in  our  1997  budget,  is  to  focus 
on  drug  testing  and  the  drug  court  that  has  been  a  promising  prac- 
tice in  the  past  and  we  know  that  works.  We  want  to  take 
arrestees  and  look  at  them  in  terms  of  business  as  usual,  the  way 
that  they  are  handled  in  court  without  any  kind  of  intervention. 
We  want  to  look  at  diversion.  If  we  divert  arrestees  into  treatment 
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programs  or  divert  them  into  another  track,  would  there  be  grad- 
uated sanctions.  This  is  a  major  proposal  in  our  1997  budget. 

SSI  CASH  BENEFITS 

Mr.  RlGGS.  Wonderful.  I  encourage  those  efforts.  I  hope  we  can 
arrest  the  problem  because  I'm  a  former  police  officer  and  I  would 
agree  with  the  administrator  when  she  says  that  this  a  very  deadly 
drug.  It  is  a  very  insidious,  pervasive  drug,  highly,  highly  addict- 
ive, and  it  causes  very  violent  behavior  in  a  lot  of  people  which  rep- 
resents obviously  a  threat  to  law  enforcement  personnel  as  well  as 
the  general  public.  It  has  created  a  tremendous  environmental 
problem  at  least  in  the  Western  United  States  as  we  attempt  to 
clean  up  these  clandestine  labs. 

Next,  a  couple  of  weeks  ago  the  President  signed  legislation  that 
eliminated  I  believe  cash  grants  of  supplemental  security  income 
benefits  to  drug  addicts  and  alcoholics.  In  other  words,  the  drug  ad- 
diction or  alcoholism  was  no  longer  considered  to  be  a  sole  qualify- 
ing disability  for  SSI  cash  benefits.  Will  any  of  that  money  be  re- 
allocated to  your  agency?  If  so,  what  effect  does  that  have  on  your 
budget  proposal? 

Dr.  Kade.  I  believe  the  bill  included  a  $50  million  appropriation 
for  1997  and  1998  directly  to  the  substance  abuse  block  grant.  That 
is  not  part  of  our  1997  budget  but  a  stand  alone  item  that  goes  to 
the  substance  abuse  block  grant.  Obviously,  it  is  up  to  the  discre- 
tion of  the  States  as  to  how  to  spend  those  funds.  If  it  is  a  perform- 
ance partnership,  and  if  legislation  is  adopted,  obviously  we  will 
look  toward  working  with  the  States  to  develop  performance  meas- 
ures specifically  focusing  on  that  population.  I  think  we  intend  to 
do  that  anyway.  The  PPG  would  give  us  a  little  bit  more  leverage 
in  terms  of  making  sure  that  States  are  doing  what  they're  sup- 
posed to. 

PPGS  VS.  BLOCK  GRANT  TO  STATES 

Mr.  RlGGS.  My  last  question.  How  does  a  performance  partner- 
ship differ  from  just  an  outright  block  grant  to  State  and  local  Gov- 
ernments? 

Dr.  Kade.  The  formulas  really  don't  change.  We  do  recommend 
a  transitional  formula  in  mental  health  but  that's  because  two  for- 
mulas are  being  combined.  The  State  allocation  is  not  really  af- 
fected. What  is  really  affected  is  the  discretion  that  the  States  have 
to  spend  those  funds.  The  PPG  legislation  that  the  administration 
proposed  seeks  to  eliminate  a  lot  of  the  mandates,  and  the  ear- 
marks, and  instead  asks  the  States,  in  conjunction  with  the  De- 
partment, to  develop  performance  measures.  We  have  already 
begun  negotiations  with  the  States  in  terms  of  what  measures  are 
particular  to  the  needs  of  the  States  and  what  measures  have  over- 
riding concern  nationwide.  By  passing  this  legislation,  it  allows  us 
to  develop  that  balance  between  national  measures  as  well  as  State 
measures.  At  this  point,  again,  we're  trying  to  do  that  on  a  vol- 
untary basis. 

Mr.  RlGGS.  Thank  you  for  your  testimony. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Riggs. 

Ms.  Pelosi. 
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Ms.  Pelosi.  Thank  you,  Mr.  Chairman. 

First,  I  want  to  follow  up  with  a  comment  on  something  that  Mr. 
Obey  was  asking  about,  and  that  is  the  mental  health  of  our  chil- 
dren. This  is  just  a  comment  and  an  observation  on  my  part.  My 
children  are  now  in  their  twenties  and  as  I  see  them  preparing  for 
their  professional  futures  and  their  friends  as  well,  I  just  wonder 
if  we  shouldn't  in  their  education  and  training  and  all  these  ad- 
vanced degrees  that  they  are  all  having  teach  them  at  some  point 
to  spend  time  with  their  children.  It  is  the  most  amazing  thing 
when  you  see  the  accomplishments  and  the  credentials  and  the 
honors  that  people  receive  and  the  most  important  thing  is  fre- 
quently what  we  leave  for  another  time.  I  just  think  that  it  has  to 
infiltrate  our  educational  system.  Because  it  is  not  just  the  mental 
health  of  the  child,  and  that  would  be  enough  reason,  it's  not  just 
the  strength  of  the  family  that  is  important,  but  it's  the  generation 
that  we  are  growing  for  the  future  and  who  they  are  and  who  they 
will  be.  And  as  we  try  to  protect  the  environment  and  do  all  these 
things  for  a  better  future,  I  believe  that  we  are  missing  the  boat 
when  we're  not  in  our  educational  system  saying  to  people  that  if 
you  decide  to  have  a  family,  your  most  important  responsibility  is 
how  you  prepare  those  children  for  the  future.  I  would  hope  that 
we  somehow  get  more  emphasis  on  what  is  really  important  in  that 
regard. 

Following  up  on  what  Mr.  Riggs  said  about  the  SSI,  I,  for  one, 
find  it  really  hard  to  understand  how  removing  SSI  disability  pay- 
ments for  people  with  substance  abuse  and  alcohol  abuse  is  a  step 
forward.  Certainly,  we  don't  want  anyone  to  abuse  the  system  with 
their  substance  abuse,  but  I  wonder  if  anyone  would  comment  on 
any  disadvantages  you  may  see  in  this  decision  that  has  been  made 
in  the  debt  ceiling  legislation.  No  comment?  I  think,  as  our  Chair- 
man has  talked  about,  we  want  to  see  results  and  I  don't  know  how 
we  can  across  the  board  say  that  it  is  in  furtherance  of  good  results 
for  us  to  decide  that  everybody  with  substance  abuse  disorders  will 
be  removed  from  SSI. 

METHAMPHETAMINE  ABUSE  AND  TREATMENT 

On  to  another  point.  Mr.  Riggs  also  mentioned  his  legislation 
with  Mr.  Fazio  and  Senator  Feinstein  and  Senator  Grassley,  and 
that's  fine  to  increase  the  penalties  for  amphetamines,  but  the 
point  is  that  we  have  to  address  the  issue  of  what  strategies  work 
to  reduce  demand  and  what  treatments  are  effective.  I  want  to  ac- 
knowledge that  the  National  Institutue  on  Drug  Absue  had  been 
helpful  to  our  office  in  calling  a  conference  to  bring  together  people 
to  address  this  concern.  Would  any  of  you  like  to  comment  on  treat- 
ment programs  that  work  and  the  potential  for  the  vaccine  that 
we've  been  hearing  a  little  bit  about  in  this  fight  against  amphet- 
amine use. 

Ms.  Barry.  In  terms  of  treatment,  we  do  know  that  treatment 
works.  We  have  found  out  through  our  NIDES  program  which 
takes  a  look  across  all  our  program  areas  as  to  what  specific  treat- 
ment is  available  and  what  treatment  works.  We're  having  really 
good  results.  We're  looking  at  crack  and  we're  seeing  a  decrease 
right  now  of  60  percent  when  treatment  is  applied,  we're  also  see- 
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ing  a  decrease  of  cocaine  of  42  percent,  in  terms  of  heroin  approxi- 
mately 45  percent,  and  marijuana  about  41  percent. 

In  terms  of  methamphetamine,  we  have  treatment  modalities 
that  are  specific  for  that  drug.  However,  we  don't  have  good  data, 
because  it  is  an  emerging  problem  at  this  point  in  time.  In  our 
1997  budget  we  are  proposing  to  look  at  it  more  closely. 

Ms.  Pelosi.  Thank  you. 

Doctor  Chavez? 

Dr.  Chavez.  It's  good  to  see  you  again,  Congresswoman  Pelosi. 
Let  me  just  follow  up  on  Doctor  Barry's  point.  One  of  the  areas  that 
we're  very  concerned  about,  as  I  mentioned  earlier  in  relation  to 
the  methamphetamine,  is  that  we  do  not  know  the  extent  of  behav- 
ioral and  cognitive  abnormalities  in  children  of  mothers  who  use 
methamphetamine.  We  have  very  little  information  on  this  issue. 
One  of  the  things  that  we  hope  to  gain  by  bringing  in  the  top  sci- 
entists throughout  the  United  States  is  to  begin  to  establish  some 
initiatives  regarding  this  drug.  Because,  as  I  described  earlier,  we 
see  bizarre,  very  violent  behavior,  some  of  this  behavior  you  see  six 
to  nine  months  after  people  have  ceased  taking  this  drug.  We  are 
very  concerned  about  that  behavior  and  we  are  also  concerned 
about  the  impact  that  methamphetamine  may  have  on  pregnant 
women. 

AIDS  MENTAL  HEALTH  DEMONSTRATION  PROGRAM 

Ms.  Pelosi.  Thank  you. 

Before  I  proceed  with  my  next  question,  because  when  the  time 
is  up  here,  the  time  is  up,  I  want  to  say  how  I  never  fail  to  be  im- 
pressed by  the  work  that  you  all  do  and  the  testimony  that  you 
have  provided.  I  commend  the  Clinton  Administration  for  its  lead- 
ership in  its  appointments  and  the  talent  that  the  President  is  able 
to  attract.  Day  in  and  day  out,  our  committee  benefits  from  the  in- 
formation that  you  provide  for  us  from  the  work  that  you  do. 

The  President's  budget  request  is  for  $2. 1  billion  in  SAMHSA,  an 
increase  of  $214  million  over  the  recently  enacted  1996  spending 
bill.  Of  this  $214  million,  I  understand  that  $78  million  would  be 
for  increases  in  block  grants,  performance  partnership  grants,  and 
the  rest  for  increases  in  the  consolidated  demonstration  grants,  the 
KDA  grants — knowledge,  development,  application  grants.  With  re- 
gard to  AIDS  Mental  Health  Demonstration  program  what  have 
you  learned  so  far,  recognizing  the  constraints  of  time,  and  what 
do  you  still  need  to  learn?  What  is  the  level  of  integration  of  men- 
tal health  services  into  primary  care  for  AIDS?  Do  you  intend  to 
continue  funding  these  demonstrations  for  1997? 

Mr.  Arons.  Congresswoman  Pelosi,  that  program,  the  mental 
health  services  to  individuals  affected  by  HIV/AIDS  is  in  the  Cen- 
ter for  Mental  Health  Services.  Let  me  first  say  that  I  think  this 
is  an  excellent  example  of  the  direction  that  we  are  going  as  far 
as  knowledge  development  and  application.  The  concept  of  knowl- 
edge development  and  application  is  to  start  with  an  identified 
need.  That  need  can  be  identified  in  many  ways.  It  could  be  from 
the  field  or  from  individuals  who  have  a  certain  condition;  or,  in 
this  case,  recommendations  from  the  committee  in  previous  years 
and  encouragement  to  move  in  this  area.  Then  we  identify  the 
knowledge  that's  necessary  for  what  works  and  what  doesn't  work, 
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synthesize  that  knowledge,  and  then  begin  to  build  a  consensus 
around  the  country  for  making  actual  change  in  the  delivery  of 
services  and  the  systems  of  care. 

The  HIV/AIDS  demonstration  program  is  doing  that.  We  have  11 
projects  that  received  their  grants  after  a  good  deal  of  competition, 
and  a  coordinating  center  so  that  we  can  collect  common  informa- 
tion even  though  each  of  the  11  may  be  delivering  services  in  a 
slightly  different  way,  developing  different  models.  We  also  want  to 
combine  the  information  to  see  what  works  best.  So  in  the  particu- 
lar question  that  you  asked  about  the  integration  of  services  to  in- 
dividuals with  their  primary  care,  we  have  at  least  three  sites — 
Chicago,  Atlanta,  and  Alexandria,  Virginia — that  are  emphasizing 
the  coordination  of  the  mental  health  treatment  with  primary  care 
with  their  family  physician,  the  general  practitioner,  and  the  infec- 
tious disease  specialist.  We  will  be  taking  a  special  look  at  what 
we  can  discover  about  the  importance  of  that.  That  knowledge  will 
then  have  an  impact  not  only  for  people  affected  by  HIV/AIDS,  but 
should  provide  information  about  all  individuals  who  may  have  a 
mental  illness  but  also  require  other  physical  health  care.  We're 
very  excited  about  that. 

We  know  that  as  of  August  1995,  almost  2,000  individuals  were 
served  in  that  program  and  that  we  will  begin  to  get  information 
very  shortly  about  which  models  work  best  and  whether  the  full  in- 
tegration or  coordination  with  other  programs  is  the  best  approach 
to  this  issue. 

Ms.  Pelosi.  I  appreciate  that.  I  was  so  pleased  to  see  the  Senate 
bill  on  health  care  had  mental  health  on  parity  with  physical 
health.  Hopefully,  that  will  become  our  policy. 

The  budget  request  does  not  include  a  line  item  for  AIDS/mental 
health  clinical  training.  Do  you  intend  to  continue  funding  AIDS/ 
mental  health  clinical  health  training  in  1997? 

Ms.  Kade.  As  you  know,  our  entire  demonstration  budget  was 
cut  below  the  prior  year  level  and  significantly  below  what  we  need 
for  continuations.  At  this  point,  no  final  decisions  have  been  made 
with  regard  to  continuation  of  those  particular  programs  that  fall 
in  that  category.  As  soon  as  final  decisions  are  made,  we  will  let 
you  know. 

FUNDING  FOR  OUTREACH  ACTIVITIES 

Ms.  Pelosi.  I  appreciate  that.  With  regard  to  outreach  activities 
to  prevent  HIV  transmission  to  substance  abusers  and  their  sexual 
partners,  what  activities  are  you  currently  funding  and  what  plans 
do  you  have  for  1997? 

Ms.  Barry.  We're  currently  entering  into  a  Memorandum  of  Un- 
derstanding with  the  Centers  for  Disease  Control,  the  Health  Re- 
sources and  Services  Administration,  and  the  National  Institutes  of 
Health  to  arrange  a  planning  conference  to  develop  recommenda- 
tions on  HIV  prevention  and  substance  abuse.  In  addition  to  that, 
I  think  you  know  we  have  the  AIDS  demonstrations  programs  lo- 
cated in  the  Center  for  Substance  Abuse  Treatment,  and  we  sup- 
port 33  demonstration  projects  in  15  States  as  well  as  the  District 
of  Columbia.  Currently,  it  amounts  to  approximately  $7.7  million. 

Our  first  group  of  grantees  focused  on  the  NIDA  models,  which 
you  had  brought  up  before,  and  implementing  those  HIV  outreach 
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models.  We  found  them  to  be  thoroughly  effective.  Right  now,  we're 
working  with  a  hybrid  of  that  NIDA  model  and  we're  testing  the 
outreach  component.  One  finding  from  that  program  that  we  have 
found  to  be  significant,  is  when  outreach  is  combined  with  a  treat- 
ment program  we  have  higher  treatment  acceptance  in  outreach 
populations.  We're  in  the  process  right  now  of  refining  what  we're 
doing  with  that  particular  program  and  we're  trying  to  find  out 
whether  the  outreach  investment  up  front  has  any  impact  on  the 
outcomes  of  treatment. 

Ms.  Pelosi.  I'll  be  interested  to  see  what  your  findings  are  in 
that  regard.  How  am  I  doing,  Mr.  Chairman? 
Mr.  Porter.  You're  about  three  minutes  over.  [Laughter.] 
Ms.  Pelosi.  I  guess  I'll  wait  for  the  next  round  then.  Thank  you, 
Mr.  Chairman. 

REORGANIZATION  OF  SAMHSA 

Mr.  Porter.  Doctor  Chavez,  along  the  lines  of  my  previous  ques- 
tions, the  subcommittee  also  expressed  an  interest  in  consolidating 
administrative  activities  and  improving  administrative  efficiency. 
You  mentioned  in  your  remarks  that  you  have  undertaken  a  major 
reorganization  of  SAMHSA.  Could  you  tell  us  about  that  in  some 
detail. 

Dr.  Chavez.  Yes.  Several  months  ago,  probably  about  seven  or 
eight  months  ago,  we  put  together  a  group  of  staff  people,  primarily 
the  Center  Directors  and  some  of  the  administrative  staff,  to  look 
at  different  models  of  delayering,  and  streamlining.  It  was  a  long 
process  which  I  might  say,  involves  a  lot  of  pain  as  well  because, 
as  you  well  know,  change  is  very  difficult.  One  of  the  things  that 
we  looked  at  very  carefully  was  the  administrative  function  and 
how  we  were  going  to  reduce  some  of  that  function  so  that  we  could 
reinvest  those  dollars  into  programmatic  areas.  So  basically  what 
we  did  is  we  consolidated  and  we  reduced  the  size  of  all  adminis- 
trative functions  by  taking  20  offices  that  existed  throughout  the 
3  Centers  and  the  Office  of  the  Administrator  and  reducing  those 
20  to  7  offices. 

In  addition,  we  developed  a  new  organization  which  is  a  program 
service  component  independent  of  the  Centers  as  well  as  the  Office 
of  the  Administrator.  This  organization  is  charged  with  responsibil- 
ity for  contracts  management,  grants  management,  personnel  man- 
agement, information  resource  management,  financial  manage- 
ment, and  administrative  services,  including  facilities  management, 
and  management  policy.  In  consolidating  all  of  these  functions,  we 
also  are  reducing  the  staff  by  25-30  percent  and  reallocating  those 
staff  to  the  three  Centers  based  on  their  own  program  needs.  In  the 
process  of  doing  this,  we  have  also  asked  the  Centers  to  look  within 
their  own  organizational  structures  see  if  there  are  any  changes 
that  must  be  made.  One  area  that  I  have  been  very  concerned 
about  has  been  the  ratio  of  supervisors  to  line  staff.  One  aspect  of 
our  reorganization  was  to  achieve  ratio  of  supervisor  to  staff  of  1- 
to-8. 

The  reason  that  we  are  taking  these  steps  is  to  strengthen  not 
only  Centers  but  also  SAMHSA's  program  development  capability. 
We  are  reviewing  many  of  the  functions  that  exist  and  determing 
how  we're  going  to  change  some  of  those  functions  so  that  they  are 
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more  in  line  with  the  direction  that  SAMHSA  is  headed.  We've  also 
looked  at  better  integration  of  data  collection  and  analysis  of  data 
across  all  three  Centers.  We  see  that  as  a  very  critical  element  of 
our  reorganization,  and  have  thus  established  the  Office  of  Applied 
Studies  as  a  major  component  outside  the  Office  of  the  Adminis- 
trator. 

There  were  also  a  lot  of  issues  regarding  grant  and  contract  re- 
view, which  we  had  centralized  a  year  ago.  We  were  going  to  test 
the  concept  of  a  "lead  agency"  within  a  Center.  However,  we've  de- 
cided to  leave  it  as  is,  which  means  that  will  continue  to  be  a  sepa- 
rate function  that  is  centralized. 

The  final  issue  that  we're  looking  at  is  a  better  way  of  integrat- 
ing communication  functions  across  the  Agency.  We  are  asking 
CSAT  and  CSAP  to  look  at  the  various  functions  to  see  how  they 
are  going  to  strengthen  the  area  of  communications  so  that  there 
is  a  coordinated  approach  and  flow  from  the  prevention  to  treat- 
ment in  the  area  of  substance  abuse. 

How  are  we  doing  all  of  this?  Well,  one  of  the  things  that  we 
have  said  is  that  we  want  to  have  everything  implemented  by  June 
10,  so  we're  moving  very  quickly.  We  have  developed  and  estab- 
lished an  Implementation  Team  that  consists  of  the  deputy  direc- 
tors plus  a  few  other  staff  members.  Within  that  Implementation 
Team  they  are  working  with  established  subcommittees  and  are 
really  moving  toward  meeting  the  target  date.  We're  also  establish- 
ing more  cross-cutting  teams  as  part  of  changing  the  organization's 
cultural  management,  cross-cutting  teams  that  involve  all  three 
Centers.  In  addition  to  that,  we  are  looking  at  team  concepts  to 
move  many  of  our  initiatives  forward. 

We  are  very  fortunate  that  we  have  Doctor  Barry  with  us  today 
because  she  happens  to  be  the  Deputy  Director  of  CSAT  and  one 
of  the  deputies  that  is  very  much  involved  with  the  Implementation 
Team.  Maybe  you  would  like  to  provide  a  few  comments  on  that. 

Ms.  Barry.  One  specific  area  that  we're  focusing  on  in  terms  of 
consolidation  is  the  creation  of  Office  of  Program  Services.  It  is 
going  to  be  strictly  a  service  center.  It's  going  to  be  providing  serv- 
ices to  the  centers  where  before  these  services,  such  as,  grants 
management,  contracts  management,  personnel,  budget,  were  all 
located  in  the  individual  centers.  We're  drawing  them  up  into  one 
office  and  we're  hoping  that  it  will  streamline  operations,  make 
things  more  efficient,  and  make  it  a  little  bit  more  accessible  to  our 
consumers.  So  we're  pleased  about  that. 

AGENCY  FTE'S 

Mr.  Porter.  Doctor  Chavez,  we  discussed  earlier  the  consolida- 
tion of  the  20  programs  into  3,  and  now  we  have  discussed  the  ad- 
ministrative reorganization  of  SAMHSA.  Given  these  changes,  one 
might  expect  a  reduction  in  the  number  of  FTE.  Instead,  the  jus- 
tification indicates  that  FTE  will  increase  from  630  in  1995  to  649 
in  1997.  On  the  other  hand,  the  justification  indicates  on  page  5 
a  savings  of  $2.89  million  attributable  to  absorption  of  built-in 
costs  through  reduction  of  agency  staff  and  other  managed  savings. 
And  the  request  for  program  management  declines  by  3  percent. 
First  of  all,  can  you  tell  us  what  is  your  onboard  employment 
today?  How  many  FTEs  did  the  agency  absorb  from  the  elimination 
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of  the  Office  of  Assistant  Secretary  of  Health?  And  what  implica- 
tions does  this  have  for  your  ability  to  effectively  and  efficiently 
manage  the  agency? 

Dr.  Chavez.  Congressman  Porter,  let  me  quickly  respond  and 
then  I  think  I  will  give  that  question  to  Dennis  Williams  represent- 
ing the  Department.  On  board  right  now  we  have  approximately 
599 — we  have  a  maximum  of  605,  employees  that  are  onboard.  We 
did  what  we  were  told  to  do  in  terms  of  downsizing  and  we  have 
done  it  very  well.  Last  year  when  we  presented  our  budget,  we  said 
that  we  were  going  to  reduce  our  staff  by  50  FTEs  and  we  did  that. 
Our  Program  Management  Account  has  been  significantly  reduced. 
Last  year  it  was  reduced  by  close  to  $4  million  and  this  year  by 
about  $1.9  million.  This  totals  about  $6  million  that  has  been  cut 
in  Program  Management.  In  relation  to  the  other  parts  of  your 
question  and  the  direction  that  we're  headed,  I  would  like  to  have 
Mr.  Williams  respond. 

Mr.  Porter.  Mr.  Beldon  in  this  case. 

Mr.  Beldon.  I  think  the  FTE  numerical  display  for  SAMHSA  is 
a  bit  of  an  anomaly  in  the  Department.  The  Department's  overall 
FTE  totals  are  dropping  year  to  year.  In  fact,  our  actuals  for  1995 
were  about  2,700  below  our  streamlining  target.  So  to  build  this 
budget,  we  simply  asked  the  agencies,  because  so  many  parts  of  the 
Department  were  well  below  their  streamlining  plans  for  1997,  to 
carry  forward  their  actual  usage  numbers  for  1995  into  1996  and 
1997.  SAMHSA  was  the  only  agency  which  didn't  have  a  substan- 
tial drop  in  1995.  So  we're  asking  them  to  manage  to  the  budget 
number  of  649.  That's  probably  not  the  number  of  FTEs  they  are 
going  to  be  using;  they  will  be  much  closer  to  the  600  figure  that 
they  are  talking  about. 

PATH  PROGRAM  FUNDING 

Mr.  Porter.  Doctor  Chavez,  the  budget  does  not  request  contin- 
ued funding  for  the  PATH  program  for  the  homeless.  This  sub- 
committee concurred  with  that  recommendation  in  the  initial  bill 
we  passed  in  1996.  As  you  know,  funding  was  ultimately  added 
back  in  the  amount  of  $20  million,  about  a  $7  million  reduction 
below  the  1995  level.  Are  there  any  activities  currently  conducted 
under  the  PATH  program  which  could  not  be  conducted  with  block 
grant  funding?  And  what  is  the  rationale  for  terminating  the  pro- 
gram in  your  budget? 

Mr.  ARONS.  Mr.  Chairman,  I'll  speak  to  those  points.  The  ration- 
ale was  developed  in  the  1996  budget  proposal  and  was  continued 
in  the  1997  proposal.  The  rationale  was  to  reduce  the  requirements 
on  the  States  and  increase  the  flexibility  and  administrative  sim- 
plification by  taking  two  programs,  both  of  which  were  formula  pro- 
grams to  the  States,  combining  them  into  one  and  working  with 
the  States  in  developing  exact  objectives  and  goals  that  should  be 
achieved  through  those  programs. 

There  are  no  changes  in  the  requirements  by  combining  it  into 
the  performance  partnership  grants,  but  there  should  be  the  possi- 
bility of  providing  any  of  those  sorts  of  services  through  the  block 
grant,  through  the  combined  performance  partnership.  So  that  is 
an  achievement  that  we  hope  to  attain.  There  will  clearly  be  serv- 
ices that  may  or  may  not  be  able  to  be  funded  depending  on  the 
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amount  of  funds  that  are  available  to  the  States.  The  last  solid  in- 
formation we  had  from  1995  was  that  the  PATH  program  served 
approximately  115,000  clients  through  388  organizations.  That 
would  have  to  be  renegotiated  if  there  is  one  single  performance 
partnership  grant. 

MANAGED  CARE 

Mr.  Porter.  Doctor  Chavez,  we  ought  to  talk  about  managed 
care  for  a  minute.  One  of  the  most  difficult  issues  regarding  the 
transition  to  managed  care  is  prevention.  Until  now  most  preven- 
tion efforts  have  been  community-based.  With  more  and  more  Fed- 
eral funding  being  transferred  to  managed  care  systems,  how  can 
the  agency  ensure  that  this  funding  is  going  to  get  the  kind  of  re- 
sults on  the  prevention  side  that  we  would  like  to  get? 

Dr.  Chavez.  Mr.  Chairman,  in  1995,  SAMHSA  and  its  three  Cen- 
ters created  a  managed  care  initiative  that  has  moved  the  Agency 
into  a  leadership  position  in  this  rapidly  developing  area.  We  were 
very  concerned  about  not  only  the  changes  that  are  happening  very 
rapidly,  but  the  impact  that  they  are  having  on  especially  the  vul- 
nerable populations  such  as  individuals  that  have  substance  abuse 
problems  and  individuals  that  have  mental  problems.  The  other 
area  of  great  concern  is  prevention  and  the  integration  of  preven- 
tion into  a  managed  care  system  which  we  believe  is  not  only  very 
cost-effective,  but  critically  important  if  we're  going  to  be  establish- 
ing an  effective  continuum  of  care. 

Over  the  past  year  we  have  tried  to  learn  as  much  about  this 
issue  as  possible.  We've  been  able  to  develop  guidelines  and  we've 
been  able  to  assist  States  in  trying  to  manage  some  of  these  areas. 
We've  also  established  a  monitoring  and  tracking  system  that  helps 
us  begin  to  identify  what  the  trends  are,  the  problems  encountered 
and  the  responses  to  managed  care  programs.  We  do  have  a  report 
that  we  will  be  submitting  for  the  record,  our  first  quarterly  report 
in  this  area.  SAMHSA  has  also  contracted  with  the  Institute  of 
Medicine  to  develop  managed  care  accreditation  guidelines  and  per- 
formance monitoring  principles  and  recommendations.  We  hope  to 
have  a  report  by  the  end  of  October. 

Included  in  all  of  our  initiatives  has  been  the  Center  for  Sub- 
stance Abuse  Prevention.  As  of  this  date  there  are,  I  believe,  two 
or  three  States  that  have  included  substance  abuse  prevention  in 
their  Medicaid  waiver  for  a  managed  care  system.  There  is  a  lot 
that  we're  trying  to  do  in  the  area  of  prevention  but,  as  you  know, 
there  are  lots  of  issues  throughout  the  country.  Most  of  the  folks 
that  call  us  and  are  involved  with  us — our  customers,  State  and 
community  people,  family  members — are  very  concerned  about  the 
impact  that  managed  care  is  having  on  individuals  who  have  sub- 
stance abuse  problems  and  mental  health  problems. 

I  would  like  for  Dr.  Johnson  to  comment  on  what's  happening  in 
a  couple  of  those  States  where  substance  abuse  prevention  has 
been  integrated  as  part  of  the  Medicaid  waiver  involving  managed 
care. 

Ms.  Johnson.  Thank  you. 

Let  me  say,  first  of  all,  that,  as  Doctor  Chavez  has  indicated,  this 
certainly  is  a  major  priority  for  the  agency  as  a  whole.  Within 
CSAP,  we  have  actually  created  an  office  of  managed  care  and 
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we're  very  interested  in  the  integration  of  prevention  into  different 
managed  care  organizations.  And  as  was  mentioned,  two  States, 
Oregon  and  Ohio,  have  included  prevention  within  their  medicaid 
waiver  request.  We  are  very  pleased  about  that.  In  addition  to  that, 
we  have  some  community  coalitions  as  well,  that  have  been  work- 
ing very  effectively  with  managed  care  organizations.  In  Glouces- 
ter, Massachusetts,  the  coalition  directs  a  relationship  to  managed 
care  systems  through  the  lead  managed  care  organization  within 
that  particular  city.  In  addition  to  that,  we  actually  have  a  grantee 
in  Watts,  Los  Angeles,  the  Watts  Health  Foundation,  that  has  real- 
ly done  a  fine  job  in  integrating  prevention  into  their  overall  man- 
aged care  system. 

What  we  plan  to  do  in  the  fiscal  year  1997  proposal  is  to  provide 
support  for  this  particular  area  and  see  if  we  can  identify  and  de- 
velop models  of  prevention  integrated  into  managed  care.  One  of 
the  major  things  that  we're  going  to  be  looking  at  in  terms  of  an 
outcome  measure  is  the  data  on  the  relative 'costs  of  including  such 
programs  and  the  data  on  the  relative  benefits  of  including  preven- 
tion into  managed  care.  This  is  clearly  a  major  priority  area  for  us. 

Mr.  Porter.  I'm  going  to  ask  Mr.  Stokes  to  take  the  Chair  to  fin- 
ish with  his  questions  and  then  recess  the  hearing  till  this  after- 
noon. Before  I  do  so,  I  would  like  to  thank  you,  Doctor  Chavez,  and 
your  staff  for  your  excellent  testimony  and  your  very  forthcoming 
answers  to  all  of  our  questions.  Thank  you  very  much. 

SUBSTANCE  ABUSE  PREVENTION 

Mr.  Stokes.  Doctor  Chavez,  I'm  pleased  that  both  you  and  Doc- 
tor Johnson  have  made  some  reference  to  substance  abuse  preven- 
tion. Let  me  start  there  by  asking,  what  have  we  learned  from  the 
prevention  program? 

Ms.  Johnson.  Let  me  say  that  we  have  funded,  as  you  know, 
over  the  past  several  years  several  hundred  prevention  programs 
around  the  country.  I  think  when  you  look  at  those  particular  pro- 
grams in  those  particular  communities  you  see  that  we  have  had 
some  major  reductions  in  terms  of  drug  use,  and  also  associated 
factors  relating  to  drug  use.  For  example,  we  have  seen  major  re- 
ductions in  truancy  rates  in  schools,  we  have  seen  improved  aca- 
demic performance,  we  have  seen  better  family  relationships.  In 
the  communities  as  well  through  our  community  coalitions  we  have 
seen  an  overall  impact  in  terms  of  alcohol  and  drug  problems  in 
particular  communities,  whether  we're  talking  about  traffic  fatali- 
ties relating  to  alcohol  use  or  drug  use  or  whether  we're  talking 
about  issues  dealing  with  the  policies  within  communities.  A  num- 
ber of  these  programs,  the  coalition  programs  in  particular,  have 
had  a  major  impact  in  terms  of  community  policies  and  in  making 
changes  in  community  policies  that  reduce  risk  factors  existing 
within  the  community  that  bring  about  substance  abuse  problems. 

We  now  have  a  publication  that  is  undergoing  clearance  that  we 
would  like  to  present  for  the  record.  This  publication  highlights  a 
number  of  the  successes  we've  had  with  the  prevention  programs 
that  we  have  supported  over  the  past  decade. 

[The  information  follows:] 
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"Prevention:  A  Decade  of  Achievement,  a  Commitment  to  the  Future,"  is  not  com- 
pleted at  this  time.  When  the  document  is  completed,  a  copy  will  be  submitted  to 
the  Committee  staff. 

Dr.  Chavez.  Mr.  Chairperson,  may  I  follow  up  on  that. 

Mr.  Stokes.  Sure,  Doctor  Chavez. 

Dr.  Chavez.  Given  where  the  field  of  prevention  is  today  and 
where  it  was  ten  years  ago,  I  believe  we  have  seen  a  lot  of  progress. 
That's  what  Doctor  Johnson  was  referring  to  in  terms  of  looking  at 
it  historically.  The  other  point  that  I  want  to  make  which  I  think 
is  also  very  important,  when  we  look  at  prevention  strategies,  we 
not  only  look  in  terms  of  prevention  strategies  that  we  establish 
and  work  with  communities  to  establish,  but  we  also  have  to  take 
into  account  the  changing  demographics  and  the  impact  and  sen- 
sitivity that  many  of  these  strategies  must  have  in  order  to  be  ef- 
fective with  the  different  ethnic  and  racial  groups  that  exist 
throughout  the  country.  We  in  SAMHSA  have  been  very  sensitive 
to  this  issue  and  have  been  the  pioneers  in  developing  many  strate- 
gies that  take  into  account  not  only  cultural  differences  but  also  ra- 
cial differences.  This  has  been  true  in  relation  to  both  substance 
abuse  and  mental  health  as  well. 

Mr.  Stokes.  Thank  you. 

IMPACT  OF  1996  BUDGET  CUTS 

With  respect  to  prevention  and  treatment,  what  will  be  the  im- 
pact of  the  fiscal  year  1996  cuts  in  each? 

Dr.  Chavez.  Well,  Mr.  Chairman,  obviously  it's  going  to  be  very 
difficult.  We  have  approximately  $218  million  for  all  three  Centers; 
$90  million  for  substance  abuse  treatment,  $90  million  for  sub- 
stance abuse  prevention,  and  $38.1  million  for  mental  health.  This 
does  not  come  close  to  covering  continuation  costs  which  are  over 
$500  million. 

[Clerk's  note. — Subsequent  to  the  hearing  SAMHSA  revised 
this  figure  to  about  $350  million  for  the  record.] 

These  cutbacks  are  going  to  have  a  tremendous  impact.  The  Cen- 
ter Directors,  staff  and  myself  have  been  going  through  a  thorough 
review.  Each  Center  Director  has  been  looking  at  groups  of  grants 
and  eventually  decisions  are  going  to  have  to  be  made  on  whether 
to  continue  them.  These  are  going  to  be  very  difficult  decisions  as 
to  which  grants  to  continue  and  which  to  recommend  for  dis- 
continuation. It  is  very  difficult  to  make  these  choices  when  we 
need  to  cut  continuation  commitments  by  43  percent,  something 
that  has  never  been  done  before  in  SAMHSA.  In  the  process,  we 
cannot  forget  that  there  are  many  organizations  throughout  the 
country,  small  community  based  organizations  and  large  commu- 
nity groups,  that  have  provided  services  for  many  years  to  vulner- 
able populations  throughout  the  country.  Some  of  these  agencies 
will  no  longer  be  in  business.  We  are  concerned  not  only  because 
these  dramatic  cuts  have  to  be  made,  but  also  because  the  man- 
aged care  revolution  will  have  an  impact  on  many  of  these  small 
agencies.  They  have  provided  a  lot  of  the  good  will  and  their  excel- 
lent services  are  not  going  to  be  picked  up. 

We  want  to  make  sure  that  we  make  thoughtful  decisions  in  a 
manner  that  will  enable  SAMHSA  and  all  of  its  Centers  to  con- 
tinue to  move  forward.   We're  also  very  concerned  about  giving 
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grantees  and  contractors — because  many  of  our  contractors  will 
also  be  terminated — enough  time  to  adjust  to  these  decisions. 
Therefore,  now  that  we  have  a  final  appropriation  we  are  working 
on  finalizing  our  plans.  We're  working  with  the  Department.  We 
met  this  week  with  the  Secretary  and  several  key  staff  and  will  be 
meeting  again  with  them  next  week.  Let  me  reiterate,  it  is  very 
hard  for  all  the  Centers  but  they  are  working  very  carefully,  re- 
viewing their  portfolios,  establishing  criteria,  and  trying  to  move 
this  process  forward.  But  these  will  not  be  easy  decisions  and  there 
will  be  many  people  in  the  country  without  any  service. 

Mr.  Stokes.  You  have  given  us  a  good  answer  to  this  question, 
Doctor  Chavez.  I  think  it  is  important  for  this  subcommittee  to  un- 
derstand the  impact  and  significance  of  cuts  of  this  severity.  If  you 
can  and  you  have  the  means  by  which  to  provide  the  information, 
I  would  like  for  you  to  include  for  the  record  information  on  how 
many  people  may  lose  services,  including  children,  pregnant 
women,  and  others  similarly  situated,  and  on  what  will  be  the  full 
impact  upon  communities. 

[The  information  follows:] 

Final  Decisions  have  not  been  made  at  this  time.  Information  will  be  provided  to 
the  Committee  staff  when  the  decisions  are  made. 

STATES  PREPARED  TO  ADDRESS  BUDGET  CUTS 

Mr.  Stokes.  You've  mentioned  some  of  the  individuals  who  pos- 
sibly will  have  no  place  to  turn  for  assistance.  I  am  concerned 
about  where  will  these  individuals — are  the  States  prepared  to  ad- 
dress this  problem?  I  know  Dr.  Johnson  mentioned  that  Ohio  and 
one  other  state  have  folded  Medicaid  into  their  waiver  program. 
How  many  States  are  prepared  to  pick  up  this  gap? 

Dr.  Chavez.  Mr.  Chairman,  we  don't  have  the  answer  in  terms 
of  how  many  States.  But  one  of  the  things  that  we  will  be  doing 
is  that  once  the  centers  finalize  their  plans  we  will  be  working  with 
the  States,  local  communities,  and  other  Federal  agencies  to  see  if 
they  can  pick  up  many  of  these  services. 

I  want  to  note  something  else  though  because  I  think  it  is  very 
critical  in  terms  of  some  of  the  issues  that  you  are  raising,  Mr. 
Chairperson.  SAMHSA  has  been  asked  repeatedly  for  evaluation 
results.  There  has  been  a  lot  of  interest  in  our  evaluation  compo- 
nent, and  rightfully  so.  I  believe  that  SAMHSA  staff  have  been 
very  conscientious  and  very  cognizant  of  the  importance  of  evalua- 
tions and  have  really  moved  forward  in  focusing  on  outcomes.  On 
the  other  hand,  if  you  look  back  historically  there  have  been  two 
messages  that  SAMHSA  has  received.  One  message  is  that  treat- 
ment doesn't  work  and  we  must  strengthen  our  evaluations  and 
focus  on  outcomes.  We  have  also  gotten  a  message  that  services  are 
important,  that  there  are  many  needy  individuals,  needing  the 
kinds  of  services  and  infrastructures  that  SAMHSA  has  been  able 
to  provide. 

What  I  am  saying  is  that  we  are  really  in  a  horrendous  bind  be- 
cause we  have  one  message  that  says  you  must  focus  on  knowledge 
and  another  message  that  says,  oh,  by  the  way,  let's  not  forget  that 
you've  got  all  these  individuals  who  need  services.  For  example,  in 
the  conference  language  that  we  just  received  for  our  final  budget 
authorization  for   1996,  it  is  very  clear  that  the  first  paragraph 
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talks  about  the  focus  on  outcomes,  and  then  the  third  paragraph 
recommends  that  while  you're  cutting  demonstrations  make  sure 
that  you  don't  forget  services  to  pregnant  women  and  children.  So, 
it  has  been  a  dilemma.  We  have  tried  to  balance  these  issues  as 
best  we  can  without,  as  I  said  in  my  opening  testimony,  forgetting 
that  we've  got  many  vulnerable  people  out  there  and  many  individ- 
uals that  are  going  to  fall  through  the  cracks.  This  is  already  hap- 
pening in  communities  in  relation  to  managed  care.  More  and  more 
individuals  are  needing  not  just  a  service,  but  a  multitude  of  serv- 
ices. 

MENTAL  DISORDERS  AND  COST  TO  THE  NATION 

Mr.  STOKES.  Doctor  Chavez,  in  your  opening  statement,  you  tell 
us  that  two-thirds  of  the  young  people  in  this  country  who  have  a 
mental  disorder  are  not  getting  the  help  that  they  need.  This  obvi- 
ously is  a  critical  situation.  In  your  professional  judgment,  tell  us 
what  is  needed  to  address  this  situation,  and  what  could  be  the  im- 
pact and  the  cost  to  the  Nation  if  this  situation  is  left  unchecked? 

Dr.  Chavez.  Mr.  Chairman,  the  cost  to  the  Nation  already  is  over 
$300  billion  in  lost  productivity,  health  care  costs,  crime/violence, 
et  cetera.  We  are  very  concerned  about  the  fact  that  we're  seeing 
more  and  more  children  at  a  much  younger  age  that  are  in  need 
of  mental  health  services.  Many  of  these  children  are  coming  from 
homes  where  there  is  domestic  violence,  problems  with  alcohol,  and 
other  problems  with  substance  abuse. 

We  believe  that  if  these  problems  are  not  addressed  at  an  early 
age  through  prevention,  early  intervention,  and  treatment,  we  will 
continue  to  see  the  many  social  ills  that  impact  this  country.  This 
country  is  very  concerned  about  violence,  concerned  about  the  rise 
of  the  use  of  marijuana  among  teenagers,  concerned  about  what's 
happening  to  young  people  and  teenage  pregnancy.  All  of  these  so- 
cial ills  that  point  in  one  direction,  and  that  is  what  we  need  to 
really  look  at  is  what  we're  doing  in  the  treatment  area  and  sub- 
stance abuse  and  mental  health.  There  are  lots  of  areas  where  we 
have  not  been  doing  enough.  I  would  like  Doctor  Arons  to  talk  a 
little  bit  more  about  mental  health  and  then  Elaine  to  talk  a  little 
bit  more  about  the  prevention  piece  which  I  think  is  very  critical. 

Mr.  Stokes.  Doctor  Arons. 

Mr.  Arons.  Mr.  Chairman,  in  the  area  of  what  we  could  be  doing 
to  try  to  help  this  problem,  we  believe  that  it  is  already  well-estab- 
lished that  developing  comprehensive  systems  of  care  or,  contin- 
uum of  care  for  services  to  children  does  work.  The  difficulty  we 
face  is  that  communities  often  need  help  to  support  and  develop 
systems  of  care  so  that  children  don't  have  to  be  sent  out  of  State 
for  treatment.  Once  they  are  sent  out  of  State,  separated  from  their 
family,  separated  from  their  communities,  it  is  often  very  hard  for 
these  young  people  to  return  to  some  form  of  responsible  commit- 
ment to  their  community,  their  education  and  their  future. 

So  we  see  the  repercussions  from  the  lack  of  treatment  or  lack 
of  coordination  of  treatment  in  the  systems  that  Doctor  Chavez  has 
pointed  out — the  juvenile  justice  system,  education,  and  so  forth. 
We  are  doing  what  we  can  with  our  resources  to  ensure  that  com- 
munities can  develop  systems  of  care  models.  We  are  trying  to  do 
what  we  can  to  ensure  the  entire  Nation  is  more  aware  and  is  more 
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educated  about  mental  illness:  how  it  appears  in  children,  and  how 
to  know  it  is  serious  and  treatable.  We  need  to  do  more  and  I  think 
our  future  will  benefit  greatly  from  this. 

Mr.  Stokes.  Doctor  Johnson. 

Ms.  Johnson.  Let  me  just  reiterate  in  terms  of  the  knowledge 
development  grants  program  that  we  support  in  our  fiscal  year 
1997  proposal.  You  mentioned  your  concern,  and  we  certainly  agree 
with  you,  about  children  with  mental  disorders.  As  Doctor  Chavez 
pointed  out,  we  are  aware  of  a  national  co-morbidity  survey,  a 
major  milestone  survey,  that  identifies  a  major  population,  suffer- 
ing from  doubly  diagnosed  disorders,  both  a  mental  health  and  sub- 
stance abuse  disorder.  It  tells  us  that  there  is  a  window  of  oppor- 
tunity. The  mental  health  problem  comes  first  and  that  if  we  could 
intervene  we  could  certainly  then  prevent  the  subsequent  sub- 
stance abuse  problem  from  occurring.  The  whole  objective  of  this 
particular  thrust  is  to  try  to  prevent  and  intervene  early  so  that 
subsequent  substance  abuse  problems  do  not  occur  within  this  pop- 
ulation. 

Dr.  Chavez.  Mr.  Chairman,  just  a  final  comment  on  this.  We 
need  to  look  toward  a  society  that  considers  parity,  parity  in  rela- 
tion to  not  only  people  that  have  mental  illness  and  the  kind  of 
care  they  need,  but  also  parity  for  individuals  that  have  substance 
abuse  problems.  There  is  a  stigma  that's  attached  to  our  areas  of 
concern.  Every  single  one  of  us  in  this  room  and  outside  of  this 
room  is  either  directly  or  indirectly  impacted  by  these  problems, 
yet  we  continue  to  attach  a  stigma  to  them.  Until  we  move  forward 
and  recognize  that  these  are  health  problems.  Which  can  be  ad- 
dressed, our  progress  is  going  to  be  very  slow. 

MARIJUANA  IN  OUR  SCHOOLS 

Mr.  Stokes.  Doctor  Chavez,  you  and  some  of  your  colleagues 
have  already  made  some  reference  to  the  marijuana  problem  in  our 
schools.  However,  I  think  it  is  important  for  us  to  put  on  the  record 
the  real  extent  of  the  drug  abuse  problem  in  the  Nation's  schools 
from  an  elementary,  junior  high,  high  school  level,  and  also  the  ex- 
tent of  the  situation  on  the  Nation's  college  campuses.  Can  either 
you  or  your  colleagues  describe  that  situation  for  us? 

Ms.  Johnson.  I  think  we  can  provide  exact  data  for  the  record. 
But  let  me  say,  Congressman,  I'm  really  pleased  that  you  high- 
lighted this  problem  of  alcohol  and  drug  problems  on  college  cam- 
puses. Recently,  I  had  the  opportunity  to  participate  in  a  training 
program  for  a  number  of  colleges  and  universities.  We  talked  to  a 
panel  of  students  attending  these  institutions  and  the  major  con- 
cern of  these  young  people  is  the  alcohol  and  drug  problems  and 
the  associated  violence  that  goes  along  with  these  problems  on  col- 
lege campuses.  That  is  one  of  the  reasons  that  we  will  certainly 
look  closely  into  this  situation  and  try,  with  the  funding  that  we 
have  available,  to  alleviate  some  of  these  concerns  and  some  of 
these  problems. 

When  you  look  at  the  Monitoring  the  Future  Survey  in  terms  of 
those  in  junior  high  and  high  school,  the  eighth,  tenth,  and  twelfth 
graders,  clearly  show  there  has  been  a  major  increase  in  substance 
abuse  for  the  past  few  years.  One  of  the  things  that  we  are  doing 
is  launching  a  marijuana  campaign  to  provide  more  information  es- 
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pecially  to  parents  and  other  caregivers.  A  concern  is  that  we  now 
have  parents  that  abused  marijuana  and  had  other  drug  problems 
during  their  younger  years.  They  seem  to  have  ambivalent  feelings 
or  have  difficulty  in  addressing  those  problems  with  their  own  chil- 
dren. Part  of  this  education  campaign  is  to  provide  support  to  those 
parents  and  to  those  caregivers.  But,  again,  you've  touched  upon  a 
major  concern  that  we  have  in  this  agency  about  younger  children 
and  those  who  are  attending  our  colleges  and  universities. 

Mr.  Stokes.  Doctor  Chavez,  do  you  want  to  add  anything  to 
that? 

Dr.  Chavez.  We  will  submit  more  information  for  the  record, 
Congressman. 

[The  information  follows:] 


693 


SAMHSA 


Statistics 
Sourcebook 


fc 


What  is  the  average  age  of  first  marijuana  use  in  the  general  population  age  12 
and  older? 

The  average  age  of  first  marijuana  use  during  1990-1992  was  17.1  years.  Hispanics  started  slightly 
younger  and  blacks  at  a  slightly  older  age.  The  age  of  first  marijuana  use  in  non-metropolitan  areas 
was  significantly  older  than  in  metropolitan  areas. 


Average  Age  at  First  Marijuana  Use,  by  Demographic  Characteristics 
(199»-1992) 
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Population  Density 


Region 


Average  Age  at  First  Marijuana  Use,  by  Demographic  Characteristics  (1990-1992) 


Gender 

lc.ee/E4fctndtT 

Floatation  Density 

Region 

Total 

Male    Female 

White  |  Black  |  Hispanic 

Large  1  Small  1  Non- 
Metro  |  Metro  |  Metro 

Northeast 

North    ! 
Central     South 

West 

17.1 

17.1  J    17.1 

17.0  |  17.4  |      16.7 

17.0  |    16.7  |    17.8 

16.9 

17.2    J   17.3 

16.9 

source  notes:  SAMHS A.  Office  of  Applied  Skafai  (1995):  National  Houseboat  Snncy  on  Dng  Atntte  QMSD AY  Trends  in  dtc  IneUencr  cf  Dnig  Ui*  In 
the  United  Sous,  1919-1992  Cm  preparation).  Data  are  from  199143  NHSDAs  and  baaed  oa  retrospective  reports  of  aapnaaani  of  their  initial 
experiences  with  drugs,  which  may  have  occurred  many  years  prior  to  the  nana  ■  r  nan—  I  for  1992  wen;  based  on  1993  data  and  for  1991  oo  1992- 
1993  data.  Estimates  for  1990  were  bated  on  the  data  pooled  from  1991-1993. 
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What  are  the  trends  in  the  number  of  new  marijuana  users  each  year? 

The  annual  number  of  new  marijuana  users  increased  during  the  1960s  and  peaked  in  the  mid  1970s. 
In  the  1970s,  more  than  3  million  people  began  using  marijuana  each  year.  The  number  of  new 
marijuana  users  declined  since  then,  but  recent  data  suggest  a  possible  upturn  in  marijuana  incidence. 
In  1992,  an  estimated  1.6  million  people  used  marijuana  for  the  first  time. 


Number  of  New  Marijuana  Users 

Per  Year  in  Thousands 

1962-1992 


Year 

Initiates 

1962 

244 

1963 

240 

1964 

463 

1965 

601 

1966 

753 

1967 

1,670 

1968 

2,245 

1969 

2,413 

1970 

2,949 

1971 

3,165 

1972 

3,384 

1973 

3,232 

1974 

3374 

1975 

3,353 

1976 

3.267 

1977 

3,232 

1978 

3,302 

1979 

2,877 

1980 

2,578 

1981 

2,711 

1982 

2,374 

1983 

2,190 

1984 

2,190 

1985 

2,136 

1986 

2,032 

1987 

1.939 

1988 

1,871 

1989 

1,545 

1990 

1,389 

1991 

1,408 

1992 

1,617 

Number  of  New  Marijuana  Users  Each  Year 
in  Thousands,  1962-1992 


o-l 1 1 1 1 1 1 1 1 1 1 — 

1964       1967       1970       1973       1976       1979       1982       1985       1988       1991 


Source  notes:  SAMHSA.  Office  of  Applied  Studies  (1995);  National  Household  Survey  on  Drug  Abuse  (NHSDA):  Trends  in  the 
Incidence  of  Drug  Use  in  the  United  States.  1919-1992  (in  preparation)    Data  are  from  1991-93  NHSDA  and  based  on  retrospective 
reports  of  respondents  of  their  initial  experiences  with  drugs,  which  may  have  occurred  many  years  prior  to  the  interview.  Estimates  for 
1992  were  based  on  1993  data  and  for  1991  on  1992-1993  data.  All  other  years  were  the  annualized  estimates  derived  from  the  data 
pooled  from  1991-1993. 
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MONITORING  THE  FUTURE  SURVEY 


Mr.  Stokes.  I  would  appreciate  it  if  you  would  take  the  time  to 
expand  upon  that  in  the  record  for  us.  It  is  important  for  us  to 
have  that  type  of  data. 

Are  our  teachers  and  educators  properly  equipped  to  deal  with 
the  problem  that  you  are  referencing  here? 

Dr.  Chavez.  Let  me  go  back  to  your  earlier  question  in  terms  of 
the  numbers.  We  know  that  the  total  number  of  illicit  drug  users 
has  remained  about  the  same  since  1990  and  that  in  1994  during 
an  average  month  there  were  an  estimated  12.5  million  Americans 
who  used  illicit  drugs.  This  is  far  below  the  monthly  levels  of  the 
peak  years  in  1979.  It  is  still  not  an  acceptable  level.  We  have  seen 
an  increase  in  children  between  the  ages  of  12  and  18  using  mari- 
juana. Many  kids  at  that  age  believe  that  there  is  no  harm  or  great 
risk  in  using  marijuana,  and  that's  why  we  have  an  initiative  to 
provide  more  treatment  and  some  prevention  in  this  area. 

To  address  your  question  in  terms  of  teachers,  many  years  ago 
I  was  involved  with  a  comprehensive  community  mental  health 
center  which  included  drug  prevention  and  treatment.  One  of  the 
things  that  we  spent  a  lot  of  time  doing  is  working  with  schools 
and  working  with  the  teachers  at  the  elementary,  junior  high,  and 
high  school  levels.  What  we  found  was  that  teachers  were  coming 
to  us  from  all  over  the  community,  because  we  offered  a  series  of 
classes  for  teachers  on  Saturdays  for  three  and  a  half  hours.  They 
could  come  in  and  learn  more  about  how  to  handle  kids  in  the 
classroom  that  came  in  high  on  drugs  and  how  to  handle  kids  in 
the  classroom  that  came  in  and  acted  bizarre  or  violent.  Many  of 
these  teachers  said  that  they  felt  totally  unprepared  regarding  how 
to  handle  these  problems,  and  the  impact  that  they  had  on  the 
other  children. 

That  doesn't  mean  that  teachers  are  not  prepared.  Teachers  are 
prepared  to  do  many  things,  but  I  think  we  ask  them  to  do  too 
much  in  the  classroom  in  terms  of  trying  to  manage  behavior  prob- 
lems. Very  effective  programs  have  been  implemented  at  the  ele- 
mentary and  junior  high  levels  on  drug  prevention  that  have  be- 
come part  of  a  curriculum  for  many  schools  throughout  the  country. 
Many  of  those  have  been  very  effective.  The  ones  that  are  probably 
the  most  effective  are  those  that  include  other  groups  from 
throughout  the  community,  and  are  not  just  focused  on  the  teacher 
and  the  school.  Elaine,  do  you  want  to  add  to  this? 

Ms.  Johnson.  I  just  want  to  add  to  your  last  point.  Clearly,  we 
have  to  look  at  it  very  comprehensively  and  look  at  not  only  what 
happens  in  the  schools,  but  also  what  happens  in  the  home  and 
what  happens  in  the  community.  One  of  our  major  concerns  is  the 
home  and  parenting,  and  it  is  one  of  the  reasons  that  we're  focus- 
ing our  programs  for  1997  in  that  particular  area. 

Mr.  Stokes.  You  just  mentioned  1997,  and  that  leads  me  to  my 
next  question.  What  funding  level  and  what  provisions  are  included 
in  your  fiscal  year  1997  budget  to  address  this  problem  that  you 
and  Doctor  Chavez  have  just  referred  to? 

Ms.  JOHNSON.  We  have  about  $30  million  in  requests  for  these 
programs.  The  first  one  is  dealing  with  the  population  that  I  pre- 
viously mentioned,  the  doubly  diagnosed  population,  and  trying  to 
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intervene  within  that  window  of  opportunity.  The  second  deals 
with  parenting  and  trying  to  teach  parenting  skills  and  dealing 
with  the  major  changes  to  the  family  over  the  past  decade.  We 
have  another  one  that  looks  at  intervening  during  very  early  years, 
during  the  developmental  years  beginning  as  low  as  the  age  of 
three.  We  think  it  is  really,  really  important  that  we  begin  with 
parenting  skills  and  with  the  children,  in  those  early  years.  These 
three  major  programs  focus  on  this  particular  population.  And  we 
have  our  ongoing  programs,  of  course,  that  focus  on  the  populations 
of  concern  to  you. 

DRUGS  AND  VIOLENCE 

Mr.  Stokes.  Doctor  Chavez,  both  you  and  Doctor  Johnson  have 
mentioned  to  us  not  only  the  drug  problem,  but  the  associated  vio- 
lence that  is  concomitant  with  the  drug  problem.  It  appears  that 
we've  reached  a  very  sad  state  of  affairs  in  our  country  when  the 
children  are  afraid  to  go  to  school  because  of  the  drugs  and  the  as- 
sociated violence  situation.  I  recall  last  year  the  very  penetrating 
series  of  articles  in  the  Washington  Post  relative  to  young  people 
ages  12  and  13  who  were  actually  preparing  their  funerals.  Many 
of  them  in  anticipation  of  the  fact  that  they  will  not  reach  20  years 
of  age.  All  of  this  was  associated  with  the  drug  and  violence  prob- 
lem that  is  so  prominent  in  the  Washington,  D.C.  school  system, 
and  I  dare  say  it's  not  just  relegated  to  Washington,  D.C.  but  exists 
in  school  systems  throughout  the  country.  That  brings  me  to  my 
next  question.  Oftentimes,  we  hear  that  drugs  are  just  an  inner- 
city  problem,  and  that  it  is  relegated  mostly  amongst  the  minority 
community.  Is  that  a  fact?  Is  the  drug  problem  and  the  violence 
problem  one  that  is  relegated  primarily  to  the  inner-city? 

Ms.  Johnson.  What  I  would  just  say  is  clearly  that's  not  true. 
I  think  if  you  look  at  the  typical  substance  abuser,  you  will  see  a 
different  profile.  I  would  like  to  ask  Donald  Goldstone  if  he  would 
comment  on  some  of  the  data  that  we  have  about  patterns  of  drug 
use. 

HOUSEHOLD  SURVEY 

Mr.  Stokes.  Doctor  Goldstone,  I'd  be  pleased  to  hear  from  you. 

Mr.  Goldstone.  Thank  you,  Congressman.  We  have  a  household 
survey  that  provides  a  national  picture  of  substance  abuse  across 
the  entire  Nation  and  some  subpopulations  in  the  Nation.  What  we 
find  from  that  is  somewhat  contrary  to  what  people  tend  to  believe. 
Drug  abuse  and  use  of  illicit  substances  is  a  problem  for  the  well- 
to-do.  We  find  about  55  percent  of  the  problem  is  in  people  below 
the  poverty  level,  which  leaves  a  substantial  number  of  people  with 
a  problem  over  the  poverty  line.  We  find  that  people  who  have 
problems  with  illicit  substances  are  those  who  are  employed  as  well 
as  the  unemployed.  Substance  abuse  is  a  national  problem  affect- 
ing every  niche  of  our  society. 

We  can  provide  these  details  for  the  record  if  that  would  be  use- 
ful. These  data  are  quite  comprehensive. 

Mr.  Stokes.  That  would  be  very  useful  to  us,  Doctor  Goldstone. 
We  would  appreciate  it  if  you  would  provide  the  data  for  the 
record. 

[The  information  follows:] 
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Table  showing 

People  Who  Need  Specialty  Drug  Abuse  Treatment 

(Number  of  People  in  Thousands) 

All  U.S. 

Women 

Men 

Employed 

Not  Em- 
ployed 

Not  in 
LF 

Non- 
Poor 

Poor 

Total 

4,029 

1,518 

2,511 

2,061 

1,238 

729 

1,815 

2,21^ 

Characteristics 

Criminal  Behavior 

1,508 

317 

1,191 

710 

582 

215 

565 

94: 

tot  Employed 

1,238 

409 

830 

NA 

1,238 

NA 

698 

54C 

■4o  Health  Ins. 

1,332 

384 

947 

777 

435 

119 

606 

72C 

/Velfare  Assistance 

716 

390 

326 

94 

382 

240 

26 

69C 

JnderAge  18 

446 

217 

232 

101 

44 

303 

275 

171 

Proportion  of  Need  Not  Treated 

All  U.S. 

Wome 
n 

Men 

Employe 
d 

Not  Em- 
ployed 

Not  in 
LF 

Non- 
Poor 

Poor 

Total 

56% 

60% 

54% 

58% 

50% 

60% 

55% 

57°/< 

Characteristics 

Criminal 
3ehavior 

54% 

63% 

52% 

55% 

52% 

56% 

51% 

56°/c 

Mot  Employed 

58% 

65% 

57% 

NA 

NA 

NA 

51% 

547c 

Mo  Health  Ins. 

59% 

58% 

61% 

58% 

63% 

58% 

53% 

667c 

/Velfare 
Assistance 

48% 

54% 

40% 

56% 

43% 

52% 

46% 

487< 

JnderAge  18 

55% 

48% 

62% 

53% 

34% 

59% 

51% 

617< 

Note:  LF  =  Labor  Force;  NA  =  not  applicable. 

Source:  THE  NEED  FOR  &  DELIVERY  OF  DRUG  ABUSE  SERVICES:  RECENT  ESTIMATES. 

SAMHSA,  March  1996. 


The  first  row  of  data  in  the  top  part  of  table  2  have  been  expressed  as  percents  of  the 
4.029  million  persons  who  need  treatment: 

♦  62  percent  are  men  and  38  percent  are  women; 

♦  5 1  percent  are  employed  full  or  part  time; 

♦  3 1  percent  are  unemployed; 

♦  1 8  percent  are  not  in  the  labor  force; 

♦  55  percent  are  poor  (with  incomes  of  less  than  twice  the  federal  poverty  level), 
and 

♦  45  percent  are  non-poor. 
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KDA  FUNDING 


Mr.  Stokes.  Doctor  Chavez,  how  much  is  included  in  your  fiscal 
year  1997  budget  to  address  this  situation?  And  tell  us  how  that 
would  compare  with  fiscal  year  1996  and  fiscal  year  1995. 

Dr.  Chavez.  Mr.  Chairman,  before  I  respond,  I  would  like  to  fol- 
low up  on  another  issue.  You  were  asking  for  some  specific  infor- 
mation; allow  me  to  provide  you  another  picture.  We  know  that  50 
percent  of  spousal  abuse  is  associated  with  drugs  or  alcohol  and  39 
percent  of  rape  victims  identify  their  assailant  as  being  on  drugs 
or  under  the  influence  of  alcohol.  We  also  know  that  48  percent  of 
all  traffic  fatalities  are  associated  with  drug  or  alcohol  use.  Over 
half  of  pediatric  AIDS  cases  and  over  a  third  of  adult  AIDS  cases 
are  associated  with  injecting  drug  use.  Those  are  just  a  few  statis- 
tics which  I  think  are  very  critical,  and  which  tie  into  what  Doctor 
Goldstone  had  stated  earlier. 

In  relation  to  our  budget,  I  would  like  Daryl  to  give  you  a  break- 
down of  the  details. 

Ms.  Kade.  As  you  know,  in  1995  we  had  a  categorical  budget 
with  funding  associated  with  specific  programs.  In  fiscal  year  1996, 
we  have  three  consolidated  programs.  It  is  difficult  at  this  time  to 
give  you  estimates  as  to  what  our  funding  priorities  will  be  in 
terms  of  our  continuations.  It  is  also  difficult  at  this  time  to  give 
you  estimates  as  to  how  much  we  will  be  funding  in  our  various 
KDA  areas  in  1996.  After  final  decisions  have  been  made  with  re- 
gard to  continuations,  as  well  as  applications  coming  in  for  1996 
funding,  we  will  be  able  to  give  you  that  information. 

We  have  covered  a  spectrum  of  seven  KDA  categories  for  1997 
but  we  have  not  provided  specific  dollar  amounts  in  the  detail  of 
our  Congressional  Justification.  That  was  done  on  purpose,  not 
that  we  don't  have  any  indication  as  to  what  we  will  be  spending 
for  early  childhood,  and  what  we  will  be  spending  on  emerging 
needs,  but  we  are  very  committed  to  the  position  of  interacting 
with  the  field,  the  States,  the  providers,  and  the  consumers  in  not 
only  fine  tuning  the  agenda  but  the  balance  of  services.  Once  we 
develop  that,  we  will  share  that  with  you  as  well.  We  are  in  a  tran- 
sition phase  especially  with  the  enactment  of  the  1996  budget  only 
last  week. 

Mr.  Stokes.  Okay,  thank  you.  When  that  information  is  avail- 
able, if  you  would  just  provide  it  for  the  record. 

Ms.  Kade.  Certainly. 

[The  information  follows:] 
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SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 

DRUG  BUDGET  SUMMARY 

(dollars  In  thousands) 


ACTIVITY 
Drug  Resources 
by  Function 

Prevention  (All  Programs).. 
Treatment    (All  Programs).. 

Total 
Drug  Resources 

by  Budget  Program 

1.  Knowledge  Development  and 
Application  Program; 


2.  Substance  Abuse  Performance  Partnerships  :  v 

Treatment  Capacity  Expansion  Program 

Performance  Partnerships  (SAPP)  u. 

Program  Manage 
TOTAL  SAMHSA... 


Forfeiture  Fund- 


Drug  Only  Funding , 

Alcohol  Primary/Drug  Secondary  (SAPP).. 

Alcohol  Under  Age  21  (SAPP) 

Total,  Substance  Abuse 


Total  FTE 

Total  Agency  Budge 
Drug  Percentage.. 


1996 
Actual 


Substance  Abuse  Prevention 

High  Risk  Youth 

Pregnant  Women  &  Infants 

Other  Demonstrations 

Community  Prevention  . 

Public  Education  and  Dissemination 

Training 

Subtotal,  Prevention 

Substance  Abuse  Treatment 

Target  Cities  (Crisis  Areas)  Demonstrations 

Treatment  Improvement  Demonstrations 
Women/Children  Demonstrations 

Forfeiture  Fund  Transfer. 

Criminal  Justice  Program 

Critical  Populations 

Comprehensive  Community  Treatment  Program.. 

Forfeiture  Fund  Transfer. 

Addiction  Treatment  Training 

AIDS  Training 

AIDS  Linkage 

AIDS  Outreach 

Subtotal,  Treatment 


$430,195 

942.098 

1,372,293 


65,160 
22,501 
6.318 

114.741 
13,465 
16,049 

238,234 

35,520 

64,228 

(10,000) 

37,502 

23.561 

31,073 

(4,000) 

5,590 

2,787 

7,739 

7.500 

215,500 


6,701 

877,110 

34.748 

$1,372,293 
($14,000) 

1,143,089 

175.860 

53,344 

1,372.293 

366 

$2,194,668 

62.53% 


1996 
Enacted 


$280,482 

806,939 

1,086.421 


29.311 

11,086,421 

(SO) 

857,217 

175,860 

53,344 

1,086,421 

353 

$1,883,715 

67.67% 


1987 
Estimate 


$371,429 

913.191 

1,284,620 


362.086 


28.623 

$1,284,620 
(SO) 

1,048,386 

181,254 

54,980 

1,284,620 

329 

$2,098,011 

61.23% 


v  The  Substance  Abuse  Performance  Partnerships  reflected  in  this  table  do  not  include 
Alcohol-only  data. 


TOTALS  MAY  NOT  ADO  DUE  TO  ROUNDING 
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DRUG  PREVENTION  AMONG  THE  YOUTH 

Mr.  Stokes.  Doctor  Chavez,  how  young  is  too  young  to  teach  our 
youth  about  drug  prevention?  And,  tell  us  what  is  your  Agency's 
role  in  that  area. 

Dr.  Chavez.  Congressman,  I'm  a  firm  believer  that  you're  never 
too  young;  the  younger  you  start,  the  better  off  you  are  and  the 
payoff  is  much  greater.  That's  why  we  have  initiated  the  age  zero 
to  seven  initiatives.  For  example,  that  we  can  begin  to  identify 
problems  in  children  at  a  couple  of  months  old.  But  I  think  that 
the  interventions  that  we  have  to  develop  are  starting  to  look  more 
and  more,  as  Doctor  Johnson  mentioned,  at  the  developmental 
phases.  For  example,  for  children  that  are  three  to  five,  what  are 
appropriate  prevention  interventions  that  that  will  help  that  age 
level?  What  you  do  for  children  that  are  three  to  five  years  old, 
would  not  work  with  kids  that  are  ten  and  twelve.  There  are  some 
major  differences.  We  have  not  come  up  with  interventions  that  are 
specifically  targeted  developmentally  to  children  at  a  very  young 
age.  I  am  a  firm  believer  that  the  younger  we  start  the  better  the 
results.  We  have  also  seen  a  lot  of  research  in  this  area,  and  there's 
a  lot  of  data  that  supports  that  view. 

Mr.  Stokes.  Last  year,  your  agency  told  us  some  very  interesting 
information  and  one  of  the  things  you  talked  about  was  a  survey 
that  you  had  done  which  showed  that  for  African-American  chil- 
dren between  the  ages  of  9  and  14  the  rate  of  drug  use  in  this  seg- 
ment of  the  population  was  less  than  for  any  other  segment.  My 
question  to  you  would  be,  is  this  still  the  case?  Also,  do  we  know 
what  makes  them  turn  away  from  drugs  during  this  critical  age  pe- 
riod? Have  we  learned  what  they  need  in  order  to  help  them  re- 
main drug-free  after  that  age  period? 

Ms.  Johnson.  I  certainly  do  remember  that  statement  because 
we  were  talking  about  a  campaign  that  we  were  launching  for 
young  African-American  males  between  the  ages  of  9  and  14.  And 
in  doing  the  research  for  that  campaign,  we  uncovered  that  the 
drug  use  rates  for  African-Americans  were  significantly  lower  than 
other  population  groups.  We  were  very  pleased  with  the  research 
and  that's  why  one  of  the  themes  of  the  campaign  was  that  we 
have  better  things  to  do  than  drugs.  We  wanted  to  explode  that 
myth  that  the  major  drug  problem  was  among  African-American 
males.  However,  what  we've  now  learned  with  subsequent  surveys, 
although  the  rates  are  still  low,  they  have  increased  and  we  are 
very,  very  concerned  about  that.  In  the  last  surveys,  we  have  seen 
some  increases  as  well  among  all  population  groups  including  this 
particular  population  group,  not  to  the  level  I  believe,  and  Doctor 
Goldstone  can  check  me  if  I'm  wrong,  but  not  to  the  level  yet  as 
we  have  with  other  populations.  But  we're  still  concerned  now 
about  these  increases. 

We  do  want  to  learn  more  about  what  was  happening  and  what 
is  happening  among  this  population  group  that  appears  to  have 
some  high  level  of  resiliency.  Clearly,  we  were  somewhat  mystified 
by  the  fact  that  the  high  availability  of  drugs  for  the  group  that 
we  were  talking  about  in  inner-city  areas  was  certainly  there  but 
that  these  young  people  were  not  succumbing  at  younger  ages.  Our 
concern  though  was  as  they  became  older  they  unfortunately  did 
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succumb  to  drug  problems.  Then  when  you  look  at  the  Drug  Abuse 
Warning  Network  data,  they  are  over-represented  proportionately 
speaking  in  terms  of  health  consequences  related  to  their  drug  use. 

But  clearly  we  do  want  to  do  more.  I  think  looking  at  the  particu- 
lar programs  that  Doctor  Chavez  and  I  just  mentioned  looking  de- 
velopmentally  at  those  particular  issues  and  trying  to  identify  more 
precisely  the  effective  interventions  will  be  one  the  goals  of  this 
program.  We  will  try  to  determine  which  is  the  best  way  to  inter- 
vene effectively. 

Mr.  Stokes.  Doctor  Goldstone,  did  you  have  anything  to  add  to 
this? 

Mr.  Goldstone.  The  only  figures  I  have  for  this  problem  are  by 
age  group  as  well  as  by  race  and  ethnicity.  In  general,  it  is  hard 
to  believe  there  are  statistically  any  differences  in  these  groups 
numbers.  The  percent  estimates  are  very  close.  It  certainly  does 
not  show  that  the  numbers  for  African-Americans  are  substantially 
higher;  it  seems  to  be  on  a  par  with  the  other  groups. 

Mr.  Stokes.  Feel  free  to  provide  any  pertinent  data  for  the 
record  that  you  think  is  necessary. 

Mr.  Goldstone.  We  shall. 

[The  information  follows:] 
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SA  MHSA 


Statistics 
Sourcebook 


S 


Which  age  group  and  gender  are  most  likely  to  report  current  illicit  drug  use  ? 

Young  adults  age  18  to  25  are  most  likely  to  report  illicit  drug  use  in  the  past  month.  Use  decreases 
with  age  thereafter,  with  those  age  35  and  older  having  the  lowest  rates  of  use.  Past  month  use,  a 
measure  of  current  use,  is  defined  by  any  use  during  the  previous  month.  In  the  total  population,  men 
are  more  likely  than  women  to  use  an  illicit  drug  currently.  Men  are  especially  more  likely  to  do  so  in 
the  18-25  and  26-34  age  groups. 


Past  Month  Illicit  Drug  Use  Rates,  1993 


I  Total        □  Men       £3  Women 


11 


o 


All  ages  (12+) 


12-17  years  old 


1 8-25  years  old  26-34  years  old 


Past  Month  Illicit  Drug  Use  Rates,  1993 
Men 


Total 

12-17  years  old 
18-25  years  old 
25-34  years  old 
35  and  older 


Total 

Women 

5.6% 

4.1% 

6.6 

5.9 

13.5 

8.1 

8.5 

5.9 

2.8 

2.3 

74% 
7.2 
18.9 

11.2 
3.2 


Source  notes:  SAMHSA,  Office  of  Applied  Studies  (1994):  National  Household  Survey  on  Drug  Abuse  Population  Estimates  1993 
DHHS  Pub  No.  (SMA)  94-3017,  1994.  The  1993  survey  employed  a  multistage  area  probability  sample  of  26.489  persons  in  the  U.S. 
civilian  noninstitutionalized  population  interviewed  from  January  through  December  1993.  Trained  interviewers  contact  the  respondents 
who  complete  the  self  administered  questionnaires  on  illicit  drug  use  in  private.  Confidentiality  and  anonymity  are  assured.  Any  illicit 
drug  use  is  defined  as  nonmedical  use  at  least  once  of  marijuana  or  hashish,  cocaine  (including  crack),  inhalants,  heroin,  hallucinogens 
(including  PCP),  or  psychotherapeutics. 


11-28 


5/13/96 


Page  60 
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S4  MHSA 


Statistics 
Sourcebook 


S 


Which  race/ethnicity  group  is  most  likely  to  report  current  illicit  drug  use  ? 

Overall,  whites,  blacks,  and  Hispanics  do  not  differ  significantly  in  the  percent  reporting  current  illicit 
drug  use.  However,  in  1993,  most  of  the  11.7  million  who  used  an  illicit  drug  in  the  past  month  were 
white.  Among  the  total  current  drug  users,  74%  are  white,  14%  are  black  and  9%  are  Hispanic. 
Native  Americans,  Asian/Pacific  Islanders  and  other  groups  comprise  3%  of  the  current  illicit  drug 


Past  Month  Illicit  Drug  Use  by  Race/Ethnicity,  Age  12  and  Older,  1993 


Percent  Users 


Millions  of  Users 


■      ■ 


Non-  Hispanic 

Hisp 

Mack 


Past  Month  Illicit  Drug  Use  by  Race/Ethnicity,  Age  12  and  Older,  1993 

Percent  Users  Millions  of  Users        Percent  of  Total  Users 


Non-Hispanic  white 

Non-Hispanic  black 

Hispanic 

Other 

Total 


5.5% 

6.8 

6.2 

3.8 

5.6 


8.7 
1.6 
1.1 
0.3 
11.7 


74% 
14 

9 

3 
100 


Source  notes:  SAMHSA,  Office  of  Applied  Studies  (1994):  National  Household  Survey  on  Drug  Abuse  Population  Estimates  1993. 
DHHS  Pub  No.  (SMA)  94-3017.  1994.  The  1993  survey  employed  a  multistage  area  probability  sample  of  26,489  persons  in  the  U.S. 
civilian  noninstitutionalized  population  interviewed  from  January  through  December  1993.  Respondents  reported  their  own  race  as  one  of 
the  following:  (1)  White  (2)  Black  (3)  Indian  (American VAleut/Eskimo  and  (4)  Asian  or  Pacific  Islander  (including  Asian  Indian).  In  a 
second  question,  respondents  indicated  whether  they  were  of  Hispanic  or  Spanish  origin  or  descent.  If  so,  they  indicated  which  Hispanic  - 
ongin  group  best  described  them:  (1)  Puerto  Rican  (2)  Mexican  (3)  Cuban  or  (4)  Some  other  group.  Any  illicit  drug  is  defined  as 
nonmedical  use  at  least  once  of  marijuana  or  hashish,  cocaine  (including  crack),  inhalants,  heroin,  hallucinogens  (including  PCP),  or 
psychotherapeutics. 
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5/13/96 


Page  62 


24-955    96-23 
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KDA  CATEGORIES 

Mr.  Stokes.  To  what  extent  does  your  fiscal  year  1997  budget 
allow  you  to  address  this  problem,  Ms.  Kade? 

Ms.  Kade.  In  restructuring  our  budget,  we  have  seven  KDA  cat- 
egories, one  of  which  is  early  childhood  problems.  And  it  is  in  that 
category  that  we  expect  to  fund  a  program  that  will  focus  on  deter- 
mining what  the  best  intervention  is  at  what  age.  That's  the  pro- 
posal that  Doctor  Johnson  has  been  talking  about.  This  is  an  out- 
growth of  what  we've  already  started  in  1995  and  1996  in  terms 
of  early  childhood  intervention  and  our  Starting  Early,  Starting 
Smart.  We're  just  pushing  it  along  the  continuum. 

Mr.  Stokes.  Okay.  Thank  you.  The  involvement  of  parents  is 
critical  to  addressing  this  problem.  To  what  extent  are  they  a  part 
of  your  overall  plan? 

Ms.  Johnson.  Some  of  the  programs  that  I  identified  for  fiscal 
year  1997  clearly  have  a  major  focus  on  parenting,  for  parents  as 
well  as  caregivers  because,  as  I  pointed  out  earlier,  unfortunately, 
in  many  instances  the  parents  are  not  available  and  so  we  must 
look  at  caregivers  as  well  as  parents.  All  of  those  family  of  studies 
that  I  mentioned,  the  $30  million  is  focused  on  parents  and 
caregivers  as  well  as  the  young  people. 

Mr.  Stokes.  In  trying  to  quantify  the  whole  question  of  whether 
drug  abuse  is  declining,  don't  we  run  into  a  phenomenon  of  one 
drug  falling  out  of  popularity  and  another  drug  coming  into  a  more 
popular  status.  Is  that  the  way  this  thing  generally  goes? 

Ms.  Johnson.  Clearly,  over  time  in  terms  of  drug  trends  the  pat- 
terns have  changed.  As  we've  indicated  and  you  certainly  alluded 
to  as  well,  there  is  the  increase  in  recent  years  in  terms  of  mari- 
juana use  where  we  had  seen  a  major  decline  especially  since  1979. 
In  addition  to  that,  I  think  we've  talked  somewhat  about  the  whole 
issue  of  the  emergence  of  methamphetamines  as  being  of  major 
concern  in  the  Southwest  and  the  West  Coast  and  in  other  parts 
of  the  country. 

Mr.  Stokes.  There's  been  a  major  increase  in  that  area,  hasn't 
there? 

Ms.  Johnson.  That's  right.  Precisely  right.  So  I  think  if  you  look 
over  time,  you  will  see  changing  trends.  What  we  have  found  over 
the  past  decades  is  that  the  drug  issue  is  a  volatile  one  and  we  cer- 
tainly have  seen  increases  and  decreases.  But  as  Doctor  Chavez 
pointed  out,  fortunately,  we  still  haven't  gotten  back  to  those  high 
levels  that  we  had  in  1979.  However,  we're  still  very  concerned 
about  the  rising  levels  and  we're  concerned  about  the  recent  in- 
creases in  methamphetamine  and  in  marijuana  use  among  our 
young  people. 

DRUG  ABUSE  AND  HIV/AIDS 

Mr.  Stokes.  Doctor  Chavez,  a  little  while  ago  you  made  some 
reference  to  the  connection  between  drug  abuse  and  HIV/AIDS  in- 
fection. Can  you  bring  us  up-to-date  on  the  impact  of  drug  abuse 
on  the  AIDS/HIV  situation.  What  we  need  to  know  is — what  per- 
cent of  AIDS  cases  are  attributable  to  drug  abuse,  and  what's  being 
done  about  it? 
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Dr.  Chavez.  Let  me  ask  Doctor  Goldstone  if  he  has  that  data. 
But  let  me  respond  and  then  Doctor  Arons  might  want  to  talk  a 
little  bit  about  the  mental  health  impact  and  some  of  the  substance 
abuse  considerations  as  well.  Many  of  the  AIDS  advocacy  groups 
will  tell  you  and  many  of  the  individuals  that  are  involved  in  pro- 
viding services  for  HIV  and  AIDS  will  tell  you  that  from  1985 
through  1993  the  proportion  of  AIDS  cases  attributed  to  hetero- 
sexual injecting  drug  users  increased  from  17  percent  to  28  per- 
cent. From  1994  to  1995,  that's  one  year,  the  proportion  increased 
to  32  percent.  As  of  June  1995,  cases  related  to  injection  drug  use 
accounted  for  fully  one-third  of  all  AID  cases  reported  in  the  Unit- 
ed States,  and  this  comes  from  the  Center  for  Disease  Control  and 
Prevention  data. 

For  many  of  the  groups  that  we  have  been  meeting  with  and 
talking  with,  one  of  the  biggest  issues  is  the  issue  of  drug  treat- 
ment and  drug  prevention,  if  we  really  want  to  look  at  preventing 
AIDS.  This  is  particularly  an  issue  with  adolescents,  whose  behav- 
ior when  influenced  by  drugs  and  alcohol  can  lead  to  other  negative 
behaviors,  such  as  unprotected  sex.  There  is  a  correlation  there. 

Mr.  Stokes.  As  you  know,  last  year,  in  the  United  States,  the 
number  of  AIDS  cases  passed  the  grim  half  a  million  mark.  Are 
you  able  to  provide  for  the  record  what  percent  of  the  AIDS/HIV 
cases  are  attributable  to  drug  abuse?  Would  your  agency  have  that 
data? 

Dr.  Chavez.  I'm  not  sure  whether  SAMHSA  would  have  that 
data.  However,  we  certainly  will  get  that  information  to  you  for  the 
record. 

Mr.  Goldstone.  CDC  has  developed  these  estimates. 

Mr.  Stokes.  Nevertheless,  the  information  can  be  provided,  cor- 
rect? 

Mr.  Goldstone.  Yes.  We  can  provide  those  estimates  for  the 
record. 

[The  information  follows:] 
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What  percent  of  adult  AIDS  cases  are  associated  with  injecting  drug  use? 

Over  a  third  of  all  adult  AIDS  cases  are  associated  with  injecting  drug  use  (IDU)  either  through  their 
own  IDU  or  sex  with  an  IDU  person.  The  role  of  injecting  drug  use  varies  greatly  by  gender.  Women 
are  twice  as  likely  as  men  to  have  the  AIDS  disease  transmitted  by  injecting  drug  use  either  by  their 
own  IDU  or  having  sex  with  someone  who  injects  drugs. 


Percent  of  Cumulative  Adult  AIDS  Cases  Reported  to  CDC 
Through  December  1994,  by  Major  Exposure  Category 


I  Men  D  Women 


Injection  Drag  Use  (IDU) 


Nod-[DU  sexual  contact 


Cumulative  Total  of  Adult  AIDS  Cases  Reported  to  CDC  Through  December  1994  (Age  13  and  Older) 


Men 

Women 

Total  for  Exposure  Category1 

Exposure  Category 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Injection  Drug  Use  (IDU): 

114,731 

30.4% 

38,941 

66.6% 

153,673 

35.3% 

Own  IDU 

81,491 

21.6 

27,902 

47.8 

109,393 

25.1 

Own  IDU  +  Sex  with  same  gender 

28,521 

7.6 

28,521 

6.6 

Sex  with  IDU  of  opposite  gender 

4,719 

1.3 

11,039 

18*-^ 

15,759 

3.6 

Non-IDU  sexual  contact: 

234376 

62.3 

9,982 

17.1 

244,858 

56.2 

With  same  gender 

228,954 

60.7 

- 

- 

228,954 

52.6 

With  opposite  gender 

5,922 

1.6 

9,982 

17.1 

15,904 

3.7 

Other: 

27,282 

7.2 

9,505 

16.3 

36,788 

8.5 

Hemophilia/Blood  transfusions2 

7,592 

2.0 

2,916 

5.0 

10,508 

2.4 

Other/Unknown 

19,690 

5.2 

6,589 

11.3 

26,280 

6.0 

Total 

376,889 

100.0 

58/128 

100.0 

435319 

100.0 

Source  notes:  Centers  for  Disease  Control  and  Prevention  (1995):  HIV/AIDS  Surveillance  Report  6(2).  All  50  States,  the  District  of 
Columbia,  U.S.  dependencies  and  possessions,  and  independent  nations  in  free  association  with  the  U.S.  report  AIDS  cases  to  CDC  using 
a  uniform  surveillance  case  definition  and  case  report  form.  The  original  definition  was  modified  in  1985  (MMWR  1985:34:373-5),  in 
1987  (MMWR  1987;36[suppl.  no.  1S]:1S-15S).  and  again  in  1993  (MMWR  1992;41[no.  RR-17]:1-19;  and  MMWR  1994;43:160-1,  167- 
70).  The  revisions  incorporated  a  broader  range  of  AlDS-indicator  diseases  and  conditions  and  used  HIV  diagnostic  tests  to  improve  the 
sensitivity  and  specificity  of  definition.  Reporting  delays  (time  between  diagnosis  of  AIDS  and  report  to  CDC)  vary  widely  among 
exposure,  geographic,  racial/ethnic,  age  and  sex  categories,  and  have  been  as  long  as  several  years  for  some  AIDS  cases.  About  50 
percent  of  all  AIDS  cases  were  reported  to  CDC  within  3  months  of  diagnosis,  with  about  20  percent  being  reported  more  than  one  year 
after  diagnosis. 

1  Includes  2  cases  of  unknown  gender. 

3  Includes  only  those  cases  who  have  hemophilia/coagulation  disorder  or  received  blood  transfusion,  blood  components,  or  tissue  from 
HIV  infected  donors.  Cases  whose  transmission  category  is  sex  with  persons  with  hemophilia  or  transfusion  recipient  with  HTV  infection 
are  inrlndwi  in  the  Non-IHI  I  sexual  ronlarl  transmission  rateoorv 
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Which  race/ethnicity  group  among  men  is  most  likely  to  have  the  AIDS  disease 
transmitted  from  injecting  drug  use? 

Black  and  Hispanic  men  are  the  most  likely  to  have  contracted  the  AIDS  disease  through  their  own  injecting 
drug  use  (IDU).  Asian/Pacific  Islander  men  were  the  least  likely  to  have  AIDS  transmitted  from  IDU.  The  IDU 
total  cases  include  own  IDU  and  sex  with  an  IDU  person  regardless  of  gender. 


Cumulative  Total  of  Adult  Men  Age  13  and  Older 

AIDS  Cases  Reported  to  CDC  Through  December  1994 

by  Race/Ethnicity 

I  ■  White  (non-Hispanic)  ■  Black  (non-Hispanic)  D  Hispanic  ■  Asian/Pacific  Islander  ■  American  Indian/ Alaskan  Native 


Injection  Drug  Use  (IDU) 


Non-IDU  sexual  contact 


Cumulative  Total  of  Adult  Men  (Aged  13  and  Older) 
AIDS  Cases  Reported  to  CDC  Through  December  1994,  by  Race/Ethnicity 


White 

Black 

Asian/Pacific 

Amer.  Indian/ 

Total  for  Expo- 

(non-Hispanic) 

(non-Hispanic) 

Hispanic 

Islander 

Alask.  Native 

sure  Category 

Exposure  Category 

No. 

Pet 

No. 

Pet. 

No. 

Pet 

No. 

Pet 

No. 

Pet 

No.     T  Pet 

Injection  Drug  Use  (IDU): 

33,204 

16.7 

51348 

46.7 

29,025 

46.1 

221 

8.3 

269 

30.3 

114,731 

30.4 

Own  IDU 

16,632 

8.4 

40.580 

36.6 

23.911 

38.0 

120 

4.5 

110 

12.4 

81,491 

216 

Own  IDU  +  Sex  with  same  gender 

15,503 

7.8 

8,479 

7.6 

4,275 

6.8 

84 

3.1 

155 

17.5 

28,521 

7.6 

Sex  with  IDU  of  opposite  gender 

1.069 

0.5 

2,789 

2.5 

839 

1.3 

17 

0.6 

4 

0.5 

4.719 

1.3 

Non-IDU  sexual  contact: 

154,455 

77.7 

47,684 

43.0 

29,713 

47.2 

2,117 

79.4 

552 

62.2 

234^76 

62.3 

With  same  gender 

153,150 

77.0 

44,597 

40.2 

28,232 

44.9 

2.085 

78.2 

544 

61.3 

228,954 

60.7 

With  opposite  gender 

1,305 

0.7 

3.087 

2.8 

1.481 

2.4 

32 

1.2 

"      8 

0.9 

5,922 

1.6 

Other 

11,163 

5.6 

11,426 

10.3 

4,196 

6.7 

329 

12.3 

67 

7.5 

27,282 

7.2 

Hemophilia/Blood  transfusions1 

5,559 

2.8 

1.128 

1.0 

728 

1.2 

125 

4.7 

31 

3.5 

7,592        2.0 

Other/Unknown 

5,604 

2.8 

10.298 

9.3 

3,468 

5.5 

204 

7.6 

36 

4.1 

19,690        5  : 

Total 

198,822 

100.0 

110,958 

100.0 

62,934 

100.0 

2,667 

100.0 

888 

100.0 

376389 

100.0 

Source  notes:  Centers  for  Disease  Control  and  Prevention  (1995):  HIV/AIDS  Surveillance  Report  6(2).  All  50  States,  the  District  of  Columbia,  U.S. 
dependencies  and  possessions,  and  independent  nations  in  free  association  with  the  U.S.  report  AIDS  cases  to  CDC  using  a  uniform  surveillance  case 
definition  and  case  report  form.  The  original  definition  was  modified  in  1985  (MMWR  1985;34:373-5),  in  1987  (MMWR  1987;36[suppl.  no.  1S]:1S-15S), 
and  again  in  1993  (MMWR  1992;411no.  RR-17]:1-19;  andMMWR  1994;43:160-1,  167-70).  The  revisions  incorporated  a  broader  range  of  AIDS-indicalor 
diseases  and  conditions  and  used  HIV  diagnostic  tests  to  improve  the  sensitivity  and  specificity  of  definition.  Reporting  delays  (time  between  diagnosis  of 
AIDS  and  report  to  CDC)  vary  widely  among  exposure,  geographic,  racial/ethnic,  age  and  sex  categories,  and  have  been  as  long  as  several  years  for  some 
AIDS  cases  About  50  percent  of  all  AIDS  cases  were  reported  to  CDC  within  3  months  of  diagnosis,  with  about  20  percent  being  reported  more  than  one 
year  after  diagnosis. 

1  Includes  620  men  whose  race/ethnicity  is  unknown. 

;  Includes  only  those  cases  who  have  hemophilia/coagulation  disorder  or  received  blood  transfusion,  blood  components,  or  tissue  from  HIV  infected  donors. 
Cases  whose  transmission  category  is  sex  with  persons  with  hemophilia  or  transfusion  recipient  with  HTV  infection  are  included  in  the  Non-IDU  sexual 
contact  transmission  category. 
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What  are  the  trends  in  adult  AIDS  cases  associated  with  injecting  drug  use? 

Injecting  drug  use  remains  the  second  most  common  route  of  AIDS  transmission  in  adults.  The 
number  of  adults  with  AIDS-opportunistic  illness  each  year  associated  with  injecting  drug  use  has 
increased  steadily  since  1985.  Opportunistic  diseases,  such  as  Kaposi's  Sarcoma  and  Pneumocystis 
Carinii  Pneumonia,  are  considered  AIDS  "indicator  diseases".  These  opportunistic  diseases  are  related 
to  the  underlying  deficiency  in  the  body's  immune  system  due  to  HTV  infection. 


Trends  in  Annual  Estimated  New  Cases  of  AIDS-Opportunistic  Illness,  Total  U.S. 
Adults  Age  13  and  Older,  1985  to  1993 


Estimated  AIDS-Opportunistic  Illness  Incidence,  Total  ILS.  (Adults  Age  13  and  Older),  1985  to  1993 


Year  of 

Homosexual/ 

Injecting- 

Heterosexual 

Diagnosis 

Bisexual  Males 

dnig  users 

Contact 

1985 

7,501 

1,997 

259 

1986 

11,972 

3314 

512 

1987 

17,217 

5^38 

1,011 

1988 

20,190 

7347 

1321 

1989 

23,286 

9,251 

2.125 

1990 

24,896 

10,680 

2,934 

1991 

28,085 

12,778 

3,870 

1992 

29,844 

15305 

5326 

1993 

2938 

16339 

6,779 

Source  notes:  Centers  for  Disease  Control  and  Prevention  (CDC).  Update:  Trends  in  AIDS  Diagnosis  and  Reporting  Under  the  Expanded 
Definition  for  Adolescents  and  Adults  -  United  States,  1993.  Morbidity  and  Mortality  Weekly  Report  43  (45):  826-831.  1994.  The 
original  definition  has  been  revised  several  times.  In  January,  1993,  the  surveillance  case  definition  for  persons  age  13  and  older  was 
expanded  to  include  persons  with  severe  HIV -related  immunosuppression  (the  CD4+  criteria)  and  added  3  major  HlV-related  illnesses 
(pulmonary  tuberculosis,  recurrent  pneumonia,  and  invasive  cervical  cancer).  The  expanded  criteria  resulted  in  a  large  increase  in  AIDS 
cases  in  1993.    To  include  AIDS  cases  under  the  expanded  definition  for  trend  analysis,  CDC  developed  an  estimation  procedure 
consistent  with  the  definition  used  in  prior  years.  They  estimated  the  annual  number  of  new  cases  of  AIDS  related  opportunistic  illness 
(OI).  There  are  over  20  OI  which  include  Kaposi's  sarcoma  and  Pneumocystis  Carinii  Pneumonia.  Data  from  the  CDC  sponsored 
Adult/ Adolescent  Spectrum  of  Disease  Project  were  used  to  estimate  the  probability  distribution  of  the  time  from  a  low  CD4  count  to  first 
OI  for  HIV  infected  persons,  (see  Farizo  KM,  Buehler  JW,  Chamberland  ME,  et  al.  Spectrum  of  disease  in  persons  with  human 
immunodeficiency  virus  infection  in  the  United  States,  JAMA.  1992;  267:  1798-1 805.)  These  trends  in  OI  used  to  define  AIDS  are 
adjusted  for  reporting  delays  but  not  for  incomplete  reporting  of  diagnosed  AIDS  cases. 
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Mr.  Stokes.  In  terms  of  your  agency's  approach  to  this  problem 
and  the  impact  of  drug  abuse  and  AIDS/HIV,  how  much  is  included 
in  your  fiscal  year  1997  budget  to  address  this  problem? 

Ms.  Kade.  AIDS  is  considered  one  of  our  emerging  problems  and 
it  is  in  that  KDA  category.  Again,  because  we  are  still  reacting  to 
the  1996  enactment  and  we  will  be  negotiating  with  the  field  for 
the  relative  balance  of  resources  among  those  categories,  we  don't 
have  final  numbers.  But  it  is  definitely  one  of  our  program  initia- 
tives in  the  emerging  needs  category.  Not  that  it  is  a  new  disease, 
but  as  it  is  affecting,  as  you  said,  our  population,  its  interaction 
with  the  services  provided  in  the  managed  care  environment,  and 
as  we're  dealing  with  it  in  our  own  treatment  and  prevention  pro- 
grams. 

Mr.  Stokes.  I  suppose  then,  from  what  you're  saying  to  me,  is 
that  you  are  unable  to  delineate  how  much  of  the  funds  will  be  in- 
vested in  prevention  and  how  much  in  treatment. 

Ms.  Kade.  Our  seven  KDA  categories  in  1997  will  be  funded  by 
$165  million.  That  is  our  budget  request.  The  amount  of  funding 
going  to  the  emerging  needs  category  still  has  not  been  finalized. 
AIDS  will  be  one  of  the  initiatives  in  that  category.  I  cannot  give 
you  the  specific  amount  where  it's  split  between  treatment  and  pre- 
vention. 

TREATMENT  WORKS 

Mr.  Stokes.  Okay.  This  is  my  last  question.  Doctor  Chavez,  ac- 
cording to  your  opening  statement,  the  agency's  women's  dem- 
onstration project  has  reported  a  number  of  positive  outcomes.  For 
example,  the  demonstration  revealed  that  84  percent  of  the  chil- 
dren who  participated  in  treatment  with  their  mothers  showed  im- 
provements in  their  school  performance,  and  95  percent  of  the  par- 
ticipants reported  drug-free  births.  Now  that  the  agency  has  this 
good  information  about  "what  works,"  tell  us  how  it  is  being  used 
and  to  what  extent  are  lessons  learned  about  "what  works"  being 
replicated  around  the  country. 

Dr.  Chavez.  We  have  some  very  exciting  findings  that  will  soon 
be  published  and  disseminated.  Doctor  Barry  is  very  excited  and  I 
know  she  wants  to  present  this  because  we've  talked  about  this.  So 
I  will  ask  her  to  go  ahead  and  address  that  question. 

Ms.  Barry.  Thank  you  for  taking  notice.  We're  in  the  process 
right  now  of  putting  together  a  publication  of  successful  practices 
in  addressing  the  needs  of  children.  In  our  1997  budget,  we  are 
proposing  to  place  great  emphasis  on  knowledge  dissemination  in 
this  specific  area  as  well  as  other  areas.  Our  data  are  coming  to 
fruition  right  now.  Our  lessons  learned  are  coming  to  fruition  right 
now.  It  is  time  to  place  greater  emphasis  on  dissemination,  and  not 
only  dissemination,  but  also  application  in  the  field.  We  will  be 
placing  greater  emphasis  on  technical  assistance  so  we  can  get  into 
the  field  and  hopefully  replicate  the  models  that  you  indicated  were 
so  successful. 

Mr.  Stokes.  Doctor  Chavez,  this  concludes  our  hearing  for  your 
agency.  I  want  to  thank  you  and  each  of  your  colleagues  for  not 
only  the  presentation  that  you  made  this  morning,  but  also  for  the 
responsive  manner  in  which  you  have  answered  our  questions.  We 
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appreciate  your  presence  here  today.  If  there  is  anything  further 
before  we  adjourn,  we  would  recognize  you  at  this  time. 

Dr.  Chavez.  Congressman  Stokes,  L  would  like  to  thank  you  for 
your  questions  and  for  your  support,  and  that  of  all  the  other  mem- 
bers of  the  Committee.  I  would  also  like  to  thank  your  staff  for 
their  help.  And  I  want  to  thank  our  own  staff,  not  only  the  staff 
that  is  sitting  here  at  the  table,  but  all  the  staff  at  SAMHSA  be- 
cause they  do  an  incredible  job  under  circumstances  that,  as  you 
well  know,  are  sometimes  are  beyond  belief. 

Mr.  STOKES.  Thank  you  very  much. 

The  Subcommittee  will  adjourn  until  2:00  p.m.  this  afternoon. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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GOVERNMENT  PERFORMANCE  AND  RESULTS  ACT 

Mr.  Porter:   The  1996  Subcommittee  report  expressed  concern  about 
SAMHSA's  implementation  of  the  Government  Performance  and  Results  Act 
(GPRA)  and  asked  you  to  be  prepared  to  testify  about  the  new  law  this  year.  The 
budget  justification  indicates  on  page  1 1  that  you  have  established  a  GPRA  working 
group.  How  will  this  group  integrate  the  requirements  of  the  law  into  each  of 
SAMHSA's  contracts  and  programs? 

Dr.  Chavez:   We  have  established  a  GPRA  working  group  chaired  by  the 
Deputy  Administrator  and  comprised  of  the  Deputy  Directors  of  all  three  Centers. 
The  purpose  of  this  group  is  to  ensure  that  GPRA  requirements  are  integrated  into 
all  SAMHSA  activities,  consistent  with  the  legislation.  It  is  indeed  an  appropriate 
time  for  such  integration  to  occur.   SAMHSA's  programs  are  undergoing  a 
transition  which  will  result  in  two  significant  new  directions,  Performance 
Partnerships  with  the  States  for  service  delivery  and  Knowledge  Development  and 
Application  (KDA)  for  service  improvement  and  effectiveness.   As  program 
planning  for  these  new  efforts  proceeds  in  fiscal  years  1996  and  1997,  GPRA 
requirements  will  be  built  in  from  the  very  beginning. 

In  fact,  this  has  already  begun  to  occur  with  respect  to  Performance 
Partnerships.   We  have  had  ongoing  discussions  with  State  and  local  officials, 
consumers  of  services,  providers,  and  other  interested  parties  concerning 
performance  and  outcome  measures,  at  various  locations  around  the  country.  We 
are  making  substantial  progress  in  this  regard;  States  appear  to  be  willing  and  quite 
capable  of  integrating  performance  measures  into  their  service  activities. 

With  respect  to  knowledge  development,  the  Working  Group  is  now 
developing  an  implementation  strategy  for  expansion  of  the  KDA  program  next  year 
as  proposed  in  the  1997  budget  request.  There  are  several  different  aspects  to  this 
program  which  will  require  different  types  of  performance  and  outcome  measures, 
such  as,  critical  service  delivery  questions  to  be  answered;  how  best  to  inform  the 
public  and  providers  of  best  practices;  development  of  service  standards  and 
guidelines;  and  how  to  ensure  new  knowledge  is  actually  applied.   Outcome 
measures  will  be  developed  for  all  KDA  activities  for  use  in  the  1999  annual 
performance  plan,  as  required  by  GPRA  legislation.   Additionally,  draft  measures 
will  be  ready  in  certain  areas  by  this  fall  for  use  in  the  fiscal  year  1998  plan. 

Mr.  Porter:  When  will  the  agency  fully  implement  GPRA? 

Dr.  Chavez:  We  expect  to  fully  implement  GPRA  by  FY  1999. 

STATE  ROLES/RESPONSIBILITIES 

Mr.  Porter:  Page  21  of  the  budget  justification  indicates  that  States  are  the 
level  of  government  best  positioned  to  manage  and  finance  public  service  programs 
and  that  the  Federal  government's  responsibilities  ought  to  remain  limited  to  those 
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which  are  national  in  scope.  Would  you  please  tell  us  what  implications  that 
philosophy  has  for  SAMHSA  during  this  transition  period? 

Dr.  Chavez:   SAMHSA's  budget  and  legislative  proposals  reflect  our 
commitment  to  streamlining  by  consolidating  most  of  our  programs  into  two  broad 
categories,  performance  partnerships  and  knowledge  development  programs.  The 
performance  partnerships  would  distribute  most  of  SAMHSA's  funding  for  direct 
services  to  States  through  formula  programs  with  fewer  requirements,  thus 
providing  States  much  greater  flexibility  in  the  administration  and  expenditure  of 
Federal  dollars.  In  addition,  the  partnerships  reflect  our  commitment  to 
performance  measurement  as  a  tool  to  clarify  what  we  want  to  achieve,  document 
the  contribution  that  we  can  make  to  achieving  our  goals,  and  document  what  are 
getting  for  our  investment  in  public  health.  We  believe  that  developing  broad 
national  measures  arid  outcomes  is  an  important  Federal  role,  particularly  as  it 
relates  to  data  collection  and  analysis  and  evaluation. 

At  the  same  time  the  partnerships  reflect  a  collaborative  effort  on  the  part  of 
SAMHSA,  the  States,  local  organizations,  and  consumers  to  improve  our  ability  to 
achieve  common  goals.  This  period  of  transition  also  points  to  the  importance  of 
all  levels  of  government,  working  together  to  address  common  problems. 
Furthermore,  SAMHSA  recognizes  that  multiple  systems  —  welfare,  health, 
education,  justice,  housing,  transportation  —  are  important  to  achieving  successful 
outcomes  and  that  SAMHSA  has  unique  role  to  play  in  bringing  these  systems 
together  in  order  to  tear  down  barriers  to  effective  prevention  and  treatment 
services. 

An  important  national  role  for  SAMHSA  is  knowledge  development  and 
application.  As  prevention  and  treatment  programs  become  increasingly 
accountable  for  monitoring  and  evaluating  costs  relative  to  outcome  in  the  context 
of  service  delivery,  it  is  essential  that  the  effectiveness  of  comprehensive  services 
be  demonstrated  through  rigorous  evaluations  and  that  the  most  promising  strategies 
and  programs  be  replicated.  It  is  our  responsibility  to  disseminate  new  findings  and 
ensure  their  widespread  application  in  the  service  delivery  system.  This,  in 
combination  with  our  proposed  partnership  approach,  represents  the  implementation 
of  this  philosophy  in  our  1997  budget. 

SAMHSA  STRATEGIC  PLAN 

Mr.  Porter:   Dr.  Chavez,  SAMHSA  recently  completed  a  new  Strategic 
Plan  for  the  agency.  Would  you  summarize  the  plan  for  us? 

Dr.  Chavez:   SAMHSA's  strategic  plan  sets  out  the  agency's  mission, 
vision,  core  principles,  and  the  principal  themes  and  goal  areas  that  will  serve  to 
focus  the  agency's  efforts  through  the  year  2000.   SAMHSA  is  developing  action 
steps  and  success  indicators  for  these  goal  areas  to  assure  that  strategic  planning 
translates  into  agency  action.   This  action  planning  will  also  serve  to  fulfill  certain 
requirements  of  the  Government  Performance  and  Results  Act. 
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SAMHSA's  mission  is  to  improve  the  quality  and  availability  of  prevention, 
early  intervention,  treatment,  and  rehabilitation  services  for  substance  abuse  and 
mental  illnesses,  including  co-occurring  disorders,  in  order  to  improve  health  and 
reduce  illness,  death,  disability,  and  cost  to  society.   Core  national  leadership 
functions  within  that  mission  include,  among  others,  the  support  of  prevention  and 
early  intervention,  and  the  promotion  of  health;  the  development  and  promotion  of 
effective  policies  and  high-quality,  appropriate  services  at  the  lowest  realistic  cost, 
and  with  the  best  possible  outcomes;  and  the  assurance  and  improvement  of  access 
to  needed  services. 

SAMHSA's  vision  is  the  prevention  or  successful  treatment  of  substance 
abuse,  mental  illnesses,  and  co-occurring  substance  abuse  and  mental  illness,  and 
the  full  recovery  of  all  Americans  who  suffer  from  them.   The  Nation  is  far  from 
realizing  that  vision.   For  the  Nation  to  achieve  that  vision,  it  will  be  necessary  to 
stress  prevention  and  early  intervention;  elimination  of  stigma  and  discrimination; 
parity  in  financing  services;  meeting  individual  needs;  and  supporting  communities 
and  controlling  costs.   SAMHSA  encourages  all  those  whose  lives  have  been 
touched,  directly  or  indirectly,  by  substance  abuse  and  mental  illnesses  to  work 
together  to  make  the  vision  of  a  better  future  a  reality. 

SAMHSA's  leadership,  policies,  operations,  and  relationships  will  be  based 
upon  six  core  principles:  consumer  and  family  participation;  partnership  with 
States,  counties,  communities,  and  businesses;  systems  interdependence; 
performance  measurement;  innovation  and  flexibility;  and  individualism  and 
diversity.   These  principles  must  permeate  all  the  activities  that  the  agency 
undertakes. 

Five  themes  provide  a  framework  for  SAMHSA's  strategic  plan.   Themes 
and  goals  were  identified  following  substantial  interchange  with  representatives  of 
key  elements  of  the  substance  abuse  and  mental  health  fields,  including  providers, 
consumers,  family  members,  and  State  and  local  program  administrators.   Goals 
have  been  identified  within  each  theme.   Themes  and  goals  are  expected  to  remain 
constant  over  the  5-year  period  from  1996  through  the  year  2000,  unless  major 
changes  in  legislative  authority  or  resources  require  modification  of  the  strategy. 
The  five  themes  are  as  follows: 

1.  Prevention,  Intervention,  and  Treatment  of  Substance  Abuse  and  Mental 
Illnesses:  A  Cornerstone  for  Health 

A.  Improve  primary  care  prevention  and  early  intervention 

B.  Reduce  adverse  impact  on  health 

C.  Educate  and  involve  the  American  public 

D.  Reduce  stigma  and  protect  rights 

2.  Knowledge  Development  and  Dissemination 
A.        Target  funds  to  increase  knowledge 
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B.  Develop  service  models  for  populations  with  distinct  needs 

C.  Translate  research  into  practice 

D.  Target  data  funds  to  knowledge  development  and  outcome 
measurement 

E.  Improve  knowledge  and  skills  of  providers  and  community  members 

3.  Organizing  and  Financing  Services:  Managed  Care  Systems 

A.  Promote  availability  of  needed  services  to  all 

B.  Help  avoid  managed  care  pitfalls  and  improve  results 

C.  Develop  quality  assurance  standards 

4.  Coordination  and  Integration  of  Services 

A.  Promote  comprehensive  services  for  adults  with  addictions  or  serious 
mental  illnesses 

B.  Promote  comprehensive  services  for  children  and  youth  with  or  at 
risk  for  substance  abuse  or  emotional  disturbance 

C.  Promote  comprehensive  services  for  individuals  with  co-occurring 
disorders 

D.  Develop  models  to  meet  women's  distinct  prevention  and  treatment 
service  needs 

E.  Promote  comprehensive  prevention  and  treatment  services  within  the 
justice  system 

F.  Include  clients  and  families  in  decision  making 


5.         Management  of  Federal  Resources 

A.  Better  manage  SAMHSA  funds  to  accelerate  progress 

B.  Increase  use  of  new  technologies  to  improve  communication 

C.  Continue  building  the  SAMHSA  team 

Pursuit  of  the  goal  areas  outlined  in  SAMHSA' s  strategic  plan  will  ensure 
progress,  despite  all  the  challenges  expected  through  the  remainder  of  the  decade 
and  beyond. 

INCREASE  IN  OTHER  SERVICE  COSTS 

Mr.  Porter:   Page  9  of  the  justification  indicates  large  increases  in 
consulting  services,  other  services,  and  purchases  from  government  accounts. 
Please  tell  us  generally  what  these  increases  are  for,  why  they  are  necessary,  and 
what  impact  they  have  on  your  ability  to  provide  more  programming  with  fewer 
resources. 

Dr.  Chavez:  The  FY  1997  budget  requests  increases  both  for  Knowledge 
Development  and  Application  (KDA)  as  well  as  for  the  Performance  Partnership 
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Grants  (PPGs).  Although  most  of  these  increases  are  to  fund  additional  grants, 
some  of  the  increase  is  for  associated  contract  needs.   Approximately  14%  of  the 
KDA  increase  is  requested  for  contracts  to  support  program  and  project  evaluations, 
technical  assistance,  and  other  program  support  activities.   With  regard  to  the 
PPGs,  5  %  of  the  amount  appropriated  for  the  program  is  set-aside  by  law  for  data 
collection,  technical  assistance,  and  evaluation  activities.   These  activities  are 
conducted  primarily  through  contracts. 

Mr.  Porter:   Please  provide  a  detailed  listing  of  these  increases  for  the 
record. 

Dr.  Chavez:   The  1997  budget  request  for  object  class  25.0  was  not 
developed  in  that  level  of  detail.   Rather,  it  represents  an  estimate,  based  on 
historical  averages,  of  the  non-grant  program  support  needs  of  the  Agency.   It  also 
reflects  the  requirement  that  the  Agency  dedicate  more  contract  resources  to 
assisting  States  and  evaluating  programs.   We  believe  the  estimate  is  both 
reasonable  and  realistic. 

KNOWLEDGE  DEVELOPMENT  AND  APPLICATION  PROGRAMS 

Mr.  Porter:   Dr.  Chavez,  SAMHSA  is  currently  making  the  transition  from 
the  old  system  of  20  demonstration  programs  to  three  consolidated  Knowledge 
Development  and  Application  (KDA)  programs.   The  statement  of  managers 
accompanying  the  1996  conference  report  recommended  that  programs  serving 
pregnant  women  and  their  children  be  given  priority.  How  are  you  managing  the 
transition,  and  how  will  you  determine  which  continuing  demonstration  programs 
will  be  funded  and  which  will  be  terminated? 

Dr.  Chavez:  The  1996  enacted  funding  levels  for  the  demonstration 
programs  are  significantly  below  amounts  necessary  to  continue  all  currently  funded 
awards,  and  thus  they  cannot  be  accommodated  with  across  the  board  cuts 
maintaining  all  current  programs  and  projects.   We  will  only  be  able  to  support  a 
limited  number  of  programs  and  program  clusters.  Individual  Centers  have  been 
reviewing  their  programs  using  the  following  criteria:   furtherance  of  Agency  and 
Center  goals;  program  success/potential;  overall  portfolio  balance;  and  program 
resource  requirements  and  other  considerations.  The  agency  priority  on  knowledge 
development  is  a  key  factor  in  this  regards,  consistent  with  the  new  directions 
SAMHSA  has  been  moving  in  as  articulated  in  our  Strategic  Plan.   These  plans  are 
currently  undergoing  clearance  and  will  be  finalized  shortly.  The  Committee  will 
be  briefed  on  those  decisions. 

Mr.  Porter:   Dr.  Chavez,  please  describe  the  7  issues  that  the  KDAs  will 
focus  on.   Please  also  indicate  how  the  three  centers  will  integrate  their  KDA 
activities. 

Dr.  Chavez:   New  activities  have  been  identified  in  seven  KDA  categories. 
The  first  five  categories,  Managed  Care,  Early  Childhood  Problems,  Co= 
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iers,  Criminal  Justice,  and  newly  Fmerging  Issues,  represent 
the  highest  priority  areas  for  the  future  development  of  improved  service  practices. 
Our  service  providers  need  new  and  better  information,  for  example,  on:  the 
effectiveness  of  managed  care  financing  mechanisms  for  SAMHSA's  target 
populations;  how  prevention  can  reduce  managed  care  costs;  how  to  identify  early 
childhood  problems,  address  them  in  a  family  context,  and  avoid  serious  future 
illnesses;  how  to  curtail  the  emerging  marijuana  problems  among  youth,  and  the 
resurgence  of  methamphetamine  abuse  in  many  sections  of  the  country;  and, 
whether  and  how  to  increase  their  reliance  on  peer  counseling  from  persons  with 
mental  illness  in  providing  service  to  mental  health  clients. 

The  last  two  categories,  Changing  Systems  and  Practices,  and  Standards 

and  Guidelines,  recognize  that  more  emphasis  is  needed  to  ensure  that  positive 
results  from  demonstrations  and  services  research  are  ultimately  employed  in 
service  delivery  settings  especially  as  managed  care  systems  are  evolving  in  the 
States.   Therefore,  these  KDAs  will  maintain  and  expand  clearinghouses  and 
knowledge  exchanges  to  promote  the  sharing  of  best  practices  and  research  results; 
offer  small  incentive  grants  to  encourage  the  adoption  of  more  effective,  cost-saving 
techniques;  develop  "report  cards"  for  customer  outcomes  assessments  of  health  care 
systems;  and  expand  and  validate  TEPs  and  PEPs. 

The  Centers  do  plan  to  collaborate  among  themselves  and  with  other 
Agencies  to  develop  cost-effective,  highest  quality  programs  with  coordinated 
responses  to  related  needs,  such  as  those  of  individuals  with  combined  substance 
abuse  and  mental  health  problems.  One  approach  that  will  be  used  in  that  of  cross- 
Center  implementation  teams  in  the  conduct  of  program  initiatives.   This  approach 
has  worked  extremely  well  with  respect  to  the  ongoing  managed  care  and  children's 
initiatives.   We  expect  to  employ  a  similar  team  approach  in  areas  where  close 
coordination  and  collaboration  are  desirable  in  implementing  knowledge 
development  work. 

Mr.  Porter:   Dr.  Chavez,  this  subcommittee  has  been  especially  concerned 
that  the  results  of  demonstration  programs  be  used  to  change  the  practice  of 
treatment  and  prevention.   We  have  seen  evidence  in  programs  throughout  the 
Labor,  Health  &  Human  Services  bill  that  the  government  funds  millions  of  dollars 
of  research  and  demonstration  that  just  sits  on  a  shelf  and  never  impacts  the 
provision  of  services.   How  will  the  Agency  ensure  that  the  results  of  KDAs  are 
disseminated  and  implemented  nationwide? 

Dr.  Chavez:   A  fundamental  part  of  SAMHSA's  new  direction  is  to  generate 
and  synthesize  knowledge  and  promote  its  "real  world"  application,  as  outlined  in 
Theme  2  of  the  SAMHSA  Strategic  Plan.   SAMHSA  has  identified  two  goals  as 
essential  to  effective  knowledge  dissemination;  Changing  Systems  and  Practices 
and  Standards  and  Guidelines.  We  recognize  that  more  emphasis  is  needed  to 
ensure  that  positive  results  from  demonstrations  and  services  research  are  ultimately 
employed  in  service  delivery  settings.   In  response  approximately  half  of  the  new 
KDA  resources  requested  for  1997  are  dedicated  to  these  two  program  areas. 
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Implementation  of  this  aspect  of  the  KDA  program  should  address  directly  the 
Committee's  concern. 

TREATMENT  PROGRAMS  FOR  HIGH  RISK  POPULATIONS 

Mr.  Porter:   Dr.  Chavez,  I  asked  you  a  related  question  earlier,  but  I  want 
to  get  back  to  this  subject.  During  our  public  witness  hearings  this  year,  we  heard 
testimony  regarding  the  need  for  the  drug  abuse  prevention  and  treatment 
community  to  equip  themselves  with  a  better  understanding  of  which  treatments  are 
most  effective  with  which  subgroups  of  abusers  and  addicts  in  order  to  do  a  better 
job  of  serving  their  clients  with  limited  Federal  resources.   Programs  for  white 
males  don't  necessarily  work  for  pregnant  women  of  different  races.   What  is 
SAMHSA  doing  to  develop  treatment 

programs  or  protocols  that  expand  and  enhance  treatment  for  high  risk  populations 
such  as  women  with  children? 

Dr.  Chavez:   As  mentioned  above,  a  fundamental  part  of  SAMHSA's 
mission  is  to  generate  and  synthesize  knowledge  and  promote  its  "real  world" 
application  as  outlined  in  Theme  2  of  the  SAMHSA  Strategic  Plan.   SAMHSA  has 
identified  five  goals  as  essential  to  effective  knowledge  development  and 
dissemination:  target  funds  to  increase  knowledge,  develop  services  for  populations 
with  distinct  needs,  translate  research  into  practice,  target  data  funds  to  knowledge 
development  and  outcome  measurement,  and  improve  training  of  providers  and 
community  members.   Populations  in  remote,  medically  underserved  areas, 
ethnic/racial  communities,  women,  children,  and  elderly  individuals,  homeless 
individuals,  and  people  affected  by  HIV/ AIDS,  have  not  been  well  served  by  the 
mainstream  systems  of  care.  With  our  new  KDA  approach,  SAMHSA  will  not  be 
focusing  on  expanding  services  to  this  population  but  rather  will  be  looking  at  ways 
to  improve  services  especially  for  these  vulnerable  populations. 

The  Center  for  Substance  Abuse  Treatment  (CSAT)  initiated  two 
.demonstration  grant  programs  in  1993  targeted  to  women  and  children,  Residential 
Treatment  Grants  for  Pregnant  and  Postpartum  Women  and  the  Infants  (PPW)  and 
Residential  Treatment  Grants  for  Women  and  Their  Children  (RWC).  Both  of 
these  national  programs  require  sound  project  evaluation  designed  to  yield  new 
knowledge  about  the  factors  related  to  substance  abuse  for  this  population,  about  the 
most  effective  approaches  and  efficacy  of  treating  mothers  together  with  their 
children  in  residential  facilities,  and  about  the  most  critical  factors  needed  in 
treatment  of  infants  and  children  perinatally  exposed  to  alcohol  and  other  drugs. 
These  programs  examine  the  degree  to  which  model  approaches  will  result  in 
knowledge  that  can  be  transferred  to  the  field. 

As  a  result  of  analysis  of  project  data,  improved  clinical  practices  have  been 
established  for  this  population.   For  example,  projects  have  found  that  a  timely 
response  to  client  needs  (i.e.,  child  care,  medical  services,  outpatient  treatment) 
while  those  clients  are  on  waiting  lists  for  residential  treatment,  has  helped  to 
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increase  retention  in  treatment  once  clients  are  accepted.  In  addition,  after  focused 
data  analysis  determined  that  the  majority  of  the  women  leaving  treatment  against 
advice  were  leaving  in  the  first  month  and  were  primary  cocaine  abusers,  staff 
training  in  cocaine  abuse  was  enhanced. 

As  Congress  directed,  the  focus  of  SAMHSA  programs  has  shifted  from  the 
provision  of  services  to  rigorous  evaluation  of  demonstration  programs.   As  such, 
approximately  one-half  of  the  residential  treatment  projects  are  part  of  a  national 
cross-site  evaluation  effort,  looking  at  common  variables  across  projects.   While 
results  from  these  projects  are  preliminary,  they  have  yielded  important  findings  in 
the  treatment  of  this  population.   CSAT  has  developed  a  manual,  Practical 
Approaches  in  the  Treatment  of  Women  Who  Abuse  Alcohol  and  Other  Drugs, 
which  provides  information  on  practices  and  enhancements  in  the  treatment  of 
women.   More  than  20,000  copies  of  this  manual  have  been  distributed  and  it  is 
often  used  as  training  curriculum  in  agencies.  By  the  end  of  FY  1996,  there  will  be 
a  substantial  data  base  from  which  to  derive  information  relevant  to  treatment 
practices  and  protocols  for  this  population.  CSAT  intends  to  disseminate  these 
findings  via  a  variety  of  mechanisms  including  conferences,  training  seminars, 
articles  submitted  to  peer-reviewed  publications,  and  electronic  bulletin  boards. 

From  the  beginning  the  CSAT,  and  its  predecessor  the  Office  for  Treatment 
Improvement,  focused  on  developing  programs  for  high  risk  populations, 
particularly  through  the  first  Critical  Populations  programs.   These  programs  have 
now  matured  and  the  results  of  their  demonstration  efforts  are  being  compiled  into 
two  volumes  of  "lessons"  learned.   Among  the  treatment  approaches  which  were 
examined  are  such  diverse  efforts  as: 

a  protocol  for  treating  the  deaf  and  hard  of  hearing; 
a  wilderness  protocol  for  substance  abusing  youth; 
family  interventions  for  adolescent  substance  abusers;  and, 
in-prison  treatment  regimes,  as  well  as  continuity  of  care  models  for 
non-incarcerated  offenders. 

In  some  instances,  projects  generated  not  only  evaluation  results,  but  also 
manuals  of  interventions,  and  in  some  instances,  video  teaching  aids.   After  a 
thorough  review,  CSAT  will  make  these  products  available  to  the  field  through 
clearinghouses  and  will  ensure  that  a  broad  audience  is  reached  by  advertising  them 
on  both  their  own  Web  page  and  on  their  bi-weekly  series  —  CSAT  by  FAX. 

In  addition,  other  demonstration  programs,  such  as  the  joint  program 
between  CSAT  and  CMHS  focusing  on  the  homeless,  dually  diagnosed  substance 
abuser,  generated  17  model  interventions  manuals,  six  of  which  have  now  been 
thoroughly  evaluated.   These  manuals  will  be  made  available  through  the  same 
means  as  outlined  above,  and  the  results  of  the  evaluation  studies  will  be  publicized 
through  professional  journals  and  meetings. 

CSAT  has  funded  a  program  for  Rural,  Remote  and  Culturally  Distinct 
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Populations  for  three  years.   Evaluations  and  other  products  from  this  program  will 
be  disseminated  widely  through  electronic  and  other  mechanisms  as  soon  as  the 
products  have  been  completed. 

CSAT  believes  that  the  development  of  treatment  programs  for  special 
populations  also  needs  validation  through  evaluation,  and  evaluation  results  are 
published  in  peer-reviewed  journals  and  CSAT-sponsored  publications. 

The  Center  for  Substance  Abuse  Prevention  (CSAP)  has  made  a  major 
impact  on  the  prevention  of  substance  abuse,  particularly  for  high  risk  populations 
such  as  women  with  children,  through  the  State  Block  Grant  Funding  program. 
CSAP  encourages  the  States  to  move  toward  collaboration  across  communities, 
programs  and  agencies;  more  effective  definition  of  the  problem  and  target  group 
through  needs  assessment,  and  the  inclusion  of  program  evaluation  as  an  integral 
part  of  the  planning/implementation  effort.   The  States  have  responded  with 
programs  targeted  to  specific  populations  and  increasingly  effective  in  the 
prevention  of  substance  abuse. 

In  addition,  CSAP's  Pregnant  and  Postpartum  Women  and  Their  Infants 
Program  (PPWI)  supports  innovative,  community-based  models  for  the 
coordination  of  service  systems  for  linking  health  promotion  and  treatment  services 
for  substance  using  pregnant  women  and  their  small  children.   Recent  findings 
highlight  that  babies  born  to  PPWI  clients  were  generally  healthy,  especially  if  their 
mother  used  all  prenatal  services  and  that  grantees  impacted  existing  systems  of  care 
by  achieving  working  agreements  with  an  average  of  13  other  agencies  to  deliver 
comprehensive  services. 

EVALUATION  OF  MANAGED  CARE  PRACTICES 

Mr.  Porter   You  have  already  discussed  this  next  issue,  but  I  think  it  bears 
further  questioning.   Currently,  almost  25  %  of  all  Medicaid  beneficiaries  are 
enrolled  in  a  managed  care  program.   We  understand  that  in  every  case  in  which  a 
state  has  adopted  a  managed  care  format  for  its  public  health  system,  substance 
abuse  benefits  have  been  part  of  the  health  care  package.   This  trend  towards 
shifting  public  health  care  into  managed  care  settings  is  likely  to  accelerate.  I  know 
this  is  a  high  priority  for  SAMHSA,  but  I  would  like  to  spend  a  little  more  time 
hearing  what  SAMHSA  is  doing  to  evaluate  the  ways  in  which  managed  care 
practices  can  be  transferred  to  treatment  settings  for  publicly-funded  clients  in  a 
way  that  provides  effective  services  for  those  individuals. 


Dr.  Chavez:   SAMHSA  and  its  three  Centers  have  a  number  of  initiatives 
designed  to  evaluate  the  effectiveness  of  managed  care  for  providing  services  to 
people  with  severe  and  persistent  mental  illnesses,  chronic  substance  abuse,  and  to 
people  who  are  at  risk  for  developing  these  disorders.   Presently,  there  is  little 
credible  information  about  the  costs  and  outcomes  of  alternative  managed  care 
models,  especially  for  people  served  in  the  public  sector.   Similarly,  the  scientific 
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base  for  clinical  care  and  utilization  management  guidelines  is  thin.   Knowledge 
about  the  effects  of  regulations,  accreditation  systems,  quality  assurance 
procedures,  and  monitoring/  performance  measurement  indicators  does  not  exist  or 
is  anecdotal.   SAMHSA  has  undertaken  projects  to  help  fill  these  gaps. 

At  one  level,  SAMHSA  has  established  tracking  systems  to  provide  Federal, 
State,  county  officials,  and  others  involved  with  public  sector  mental  health  and 
substance  abuse  systems  with  up-to-date  information  about  trends,  problems  and 
promising  models  in  public  managed  care.   Our  primary  tracking  system 
systematically  collects  information  from  providers,  primary  consumers  and  their 
families,  government  officials,  managed  care  companies,  and  researchers.  These 
data  are  synthesized  and  widely  disseminated  quarterly.   A  stakeholder  council, 
composed  of  the  major  national  organizations  involved  in  public  sector  managed 
care  (e.g.,  NASADAD,  NASMHPD,  consumers,  families,  managed  care 
organizations,  associations  of  professionals),  also  meets  quarterly  to  set  priorities  on 
issues  which  they  feel  that  the  tracking  system  should  monitor,  and  to  provide 
feedback  about  the  utility  and  quality  of  materials  produced. 

Because  children  and  adolescents  with  emotional  or  substance  abuse 
problems  and  their  families  may  be  particularly  vulnerable  to  falling  between  the 
cracks  because  their  dependence  on  multiple  service  systems,  SAMHSA  is 
strengthening  a  CMHS  project  that  specifically  tracks  the  impact  of  State  health 
care  reforms  on  children  and  adolescents  with  emotional  disorders  and  their 
families.   With  supplemental  funding  in  FY  1996,  this  project  will  also  be  able  to 
monitor  State  health  care  reforms  targeting  youth  with  substance  abuse  problems  or 
at  risk  for  substance  abuse  problems,  and  provide  information  about  the  impact  of 
privatization  reforms  in  juvenile  justice,  child  welfare,  and  primary  health  care,  and 
their  impact  on  children  and  adolescents  with  emotional,  behavioral,  or  addictive 
disorders  and  on  their  families.   A  goal  of  both  public  managed  care  tracking 
projects  is  to  identify  trends,  problems  and  successes,  and  disseminate  this 
information  quickly  to  public  officials  and  others  involved  in  the  public  sector  so 
that  changes  and  corrections  can  be  made  at  once. 

SAMHSA  is  also  sponsoring  evaluations  of  public  sector  reforms.   Last 
year,  SAMHSA  supplemented  a  HCFA  contract  to  evaluate  the  impact  of  health 
care  reforms  in  five  States  who  are  implementing  State-wide  health  care  reforms 
through  Medicaid  1115  waivers.   The  supplement  will  permit  more  detailed  data 
collection  and  analysis  of  the  effect  of  these  reforms  on  persons  with  behavioral 
disorders.   SAMHSA  also  initiated  a  project  with  HCFA  to  develop  evaluation 
guidance  for  states  undertaking  Medicaid  reforms  that  affect  people  with  behavioral 
disorders.   This  project  used  Massachusetts'  three  years  of  Medicaid  managed 
behavioral  health  care  to  derive  recommendations  of  evaluation  questions, 
instruments,  and  study  designs  that  other  States  could  use  when  undertaking 
Medicaid  waivers.   In  FY  1996,  CSAT  will  award  a  major  contract  to  evaluate  the 
impact  of  State  managed  care  reforms  in  four  or  five  States  on  persons  with  mental 
illnesses  and  substance  abuse  disorders  served  by  the  public  sector,  and  on  the 
network  of  public  sector  service  providers  to  treat  them. 
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SAMHSA  is  further  helping  the  public  sector  to  evaluate  the  quality  and 
outcomes  from  managed  care  by  developing  report  cards,  performance  indicators 
and  quality  measures.  This  month,  CMHS  released  for  testing  a  consumer-sensitive 
report  card  on  managed  behavioral  health  care.   This  report  card  was  developed 
with  extensive  input  from  primary  consumers  of  mental  health  and  substance  abuse 
treatment  and  from  their  families,  and  is  designed  to  provide  consumers  and  policy 
makers  with  information  about  the  performance  of  managed  care  systems  serving 
people  with  mental  illness  and  substance  abuse  disorders.   SAMHSA  is  also 
working  closely  with  State  mental  health,  substance  abuse,  and  Medicaid  directors 
and  with  County  behavioral  health  directors  to  forge  agreement  around  a  core  set  of 
performance  indicators  and  quality  measures  that  States  and  counties  can  use  to 
assure  more  uniform  contracting  for  Medicaid  managed  behavioral  health  care 
services.   SAMHSA  works  closely  with  national  managed  care  accrediting  bodies 
such  as  the  National  Commission  on  Quality  Assurance,  JCAHO  and  CARF,  and 
with  consumer  and  family  groups  to  develop  and  test  outcome  and  performance 
measurement  instruments  for  managed  care. 

The  agency  also  supports  direct  evaluations  of  public  sector  managed  care 
experiments.   In  1996,  we  intend  to  fund  a  $10  million  managed  care  Knowledge 
Development  and  ApplicationfKDA)  grant  program,  a  program  that  was  jointly 
developed  and  funded  by  all  three  Centers.   Grants  will  be  awarded  to  support 
evaluations  of  managed  care  projects  targeting  three  population  groups:   adults  with 
severe  and  persistent  mental  illnesses,  adults  with  chronic  substance  abuse 
disorders,  and  children  and  families  enrolled  in  Aid  for  Dependent 

Children  (AFDC),  with  a  particular  focus  on  children  with  serious  emotional 
disturbances. 

INTEGRATION  OF  SERVICES  REQUIRED  BY  KDAs 

Mr.  Porter:    In  meeting  with  members  of  the  substance  abuse  treatment  and 
substance  abuse  prevention  communities,  the  staff  has  encountered  a  great  deal  of 
concern  about  the  integration  of  services  required  by  the  KDAs.    Specifically,  many 
in  the  community  are  concerned  about  an  overemphasis  on  mental  health  at  the 
expense  of  substance  abuse.   They  are  especially  concerned  that  already  scarce 
treatment  and  prevention  dollars  are  in  effect  being  siphoned  off  into  mental  health 
applications.  Is  this  a  legitimate  concern,  and  what  is  the  basis  for  integrating 
mental  health  and  substance  abuse  services? 

Dr.  Chavez:    The  1997  request  does  not  propose  to  integrate  mental  health 
and  substance  abuse  KDA  programs.   Each  Center  will  maintain  its  own  KDA 
budget,  make  grant  and  contract  funding  decisions,  and  support  knowledge 
development  and  application  efforts  relevant  to  its  area  of  concern.   Nor  do  we 
believe  there  is  an  overemphasis  on  mental  health;  in  fact,  the  percentage  of  the 
total  KDA  budget  dedicated  to  mental  health  is  slightly  less  than  that  allocated  by 
Congress  in  the  final  1996  appropriation. 
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The  budget  request  does,  however,  foster  the  development  of  cooperative 
and  collaborative  activities  which  involve  all  three  areas  of  SAMHSA's  concern.  It 
is  the  rule,  not  the  exception,  that  people  of  all  ages  who  are  at  risk  of  or 
experiencing  addictive  and  mental  disorders  have  multiple  needs  requiring  multiple 
services  from  a  variety  of  sources.   An  integrated  service  system  links  together 
opportunities,  benefits,  and  services  to  individuals  and  their  families  in  order  to 
simplify  access  to  comprehensive  care  and  maximize  efficiency,  effectiveness,  and 
accountability.   For  certain  populations  (e.g.,  people  with  co-occurring  substance 
abuse  and  mental  health  disorders,  people  who  are  homeless  and  mentally  ill  or 
abusing  substances  or  both,  and  people  who  may  be  addicted,  HTV+,  and  in  need 
of  mental  health  services),  it  would  be  less  effective  to  attempt  to  deal  with  only 
one  problem  without  paying  attention  to  the  others.   Research  has  shown  that,  for 
multiply-diagnosed  individuals,  integrated  care  is  far  more  effective  than  traditional 
approaches. 

The  recent  National  Comorbidity  Survey  (NCS)  has  produced  data  which 
underpin  our  current  efforts  to  improve  access  to  comprehensive  services.   The 
study  is  important  for  three  fundamental  reasons,  showing  that:    1)  approximately 
10  million  Americans  have  a  co-occurring  substance  abuse  and  mental  health 
disorder  in  a  given  year;  2)  among  people  with  a  history  of  both  a  mental  and 
addictive  disorder,  the  mental  disorder  is  usually  reported  to  have  occurred  first  (in 
adolescence);  and  3)  the  difference  between  the  ages  of  onset  of  these  mental 
disorders  and  subsequent  addictive  disorders  is  5-10  years.  Thus  there  is  a 
significant  implication  for  prevention. 

SAMHSA  has  thus  paid  increasing  attention  to  supporting  programs  capable 
of  addressing  the  needs  of  the  "whole"  individual.   At  the  same  time,  we  view 
substance  abuse  prevention,  substance  abuse  treatment,  and  mental  health  services 
as  three  discrete  specialty  fields  and  have  not  requested  legislative  provisions  that 
would  "homogenize"  the  disciplines  or  blend  service  dollars  at  the  Federal  level. 

PROTECTION  AND  ADVOCACY  PROGRAMS 

Mr.  Porter:   This  subcommittee  funds  several  protection  and  advocacy 
programs  including  the  one  in  SAMHSA  for  individuals  receiving  mental  health 
treatment.   While  the  subcommittee  understands  the  importance  of  these  services 
and  has  continued  funding  for  each  of  the  programs  in  this  bill,  I  am  concerned  that 
operating  several  programs  in  isolation  of  each  other  may  not  be  the  most  efficient 
system  for  providing  legal  assistance  to  these  individuals.   Are  these  programs 
awarding  funds  to  the  same  grantees,  and  have  you  considered  the  possibility  of 
coordinating  or  consolidating  the  SAMHSA  protection  and  advocacy  program  with 
the  protection  and  advocacy  program  for  the  developmentally  disabled  in  the 
Administration  for  Children  and  Families? 

Dr.  Chavez:  The  Department  has  not  developed  a  policy  specific  to  the 
consolidation  of  all  Protection  and  Advocacy  (P&A)  Programs  into  one  agency. 
The  Protection  and  Advocacy  Program  for  Persons  with  Developmental  Disabilities 
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(PADD)  Program  in  ACF  was  created  by  the  Developmental  Disabilities  Assistance 
and  Bill  of  Rights  Act  of  1975.   The  CMHS  Protection  and  Advocacy  for 
Individuals  with  Mental  Illness  (PAEMI)  Program  was  established  in  1986,  eleven 
years  later,  in  response  to  serious  Congressional  findings  specific  to  individuals 
with  mental  illness.   These  two  separate  programs,  authorized  under  separate 
legislation,  were  designed  to  focus  on  two  separate,  distinct  populations.   Both  of 
these  programs  do  have  some  grants,  except  for  some  of  the  Client  Assistance 
Programs,  awarded  to  the  same  grantees. 

CMHS  currently  coordinates  activities  with  the  other  four  programs  through 
the  Advocacy  Subcommittee  of  the  Interagency  Committee  on  Developmental 
Disabilities.   Federal  representatives  from  all  five  P&A  programs  meet  regularly  to 
identify  and  promote  coordinated  policies,  regulations  and  activities.   These 
activities  include:   planning  and  conducting  joint  technical  assistance  monitoring  on- 
site  reviews;  development  of  plans  and  conducting  joint  training  and  technical 
assistance  activities;  collaborative  development  of  proposed  regulations  for  the 
programs;  and  development  of  joint  responses  to  emergent  "crisis"  situations  in 
several  P&A  programs. 

Mr.  Porter:   What  would  be  the  impact  of  such  a  consolidation? 

Dr.  Chavez:   A  major  concern  of  consolidation  is  that  there  would  be  a  loss 
of  specific  subject  matter  expertise  and  focus  on  specific  vulnerable  populations, 
e.g.,  persons  with  mental  illness,  persons  in  institutions,  and  persons  with 
developmental  disabilities.   A  special  focus  is  needed  for  these  populations  to  assure 
that  they  continue  to  receive  services. 

The  strength  of  the  P&A  system  is  the  Federal  authority  which  supersedes 
State  law.   Any  consolidation  would  have  to  protect  these  mandates  to  "pursue 
legal,  administrative  and  other  appropriate  remedies"  and  investigate  abuse  and 
neglect,  access  to  clients,  and  records  and  facilities. 

FUNDING  FOR  MENTAL  HEALTH  BLOCK  GRANT  AND  PATH  PROGRAM 

Mr.  Porter:   Please  provide  a  table  indicating  the  amount  of  funding  each 
State  will  receive  in  1996  from  the  block  grant  and  from  the  PATH  program. 

Dr.  Chavez:  Table  1  reflects  the  1996  State  funding  for  the  mental  health 
block  grant  and  PATH  programs  calculated  by  separate  formulas. 

Mr.  Porter:   Please  provide  a  separate  table  indicating  the  amount  each  state 
would  receive  from  the  block  grant  if  it  were  funded  at  a  level  represented  by  the 
1996  funding  amount  for  the  block  grant  plus  the  1996  funding  amount  for  the 
PATH  program. 

Dr.  Chavez:   Table  2  reflects  the  combined  funding  for  the  mental  health 
block  grant  and  PATH  program  using  the  mental  health  block  grant  formula. 
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Table  1 

Center  for  Mental  Health  Services 

FY  1996  State  Allotments  for 

Mental  Health  Block  Grant  and  PATH 

(MHBG  and  PATH  Funding,  distributed  by  separate  formulas.) 


State/Territory 

MH  Block  Grant 

PATH 

Total 

Alabama 

$3,879,678 

$300,000 

$4,179,678 

Alaska 

414,953 

300,000 

714,953 

Arizona 

3,817,634 

300,000 

4,117,634 

Arkansas 

2,233,883 

300,000 

2,533,883 

California 

34,269,921 

1,721,000 

35,990,921 

Colorado 

3,742,548 

300,000 

4,042,548 

Connecticut 

3,265,006 

300,000 

3,565,006 

DC 

734,723 

300,000 

1,034,723 

Delaware 

619,156 

300,000 

919,156 

Florida 

12,026,602 

688,000 

12,714,602 

Georgia 

6,135,350 

300,000 

6,435,350 

Hawaii 

1,271,822 

300,000 

1,571,822 

Idaho 

1,053,792 

300,000 

1,353,792 

Illinois 

11,232,460 

573,000 

11,805,460 

Indiana 

6,344,665 

300,000 

6,644,665 

Iowa 

2,749,313 

300,000 

3,049,313 

Kansas 

2,370,291 

300,000 

2,670,291 

Kentucky 

3,669,978 

300,000 

3,969,978 

Louisiana 

4,357,290 

300,000 

4,657,290 

Maine 

1,267,329 

300,000 

1,567,329 

Maryland 

5,676,998 

300,000 

5,976,998 

Massachusetts 

6,364,827 

320,000 

6,684,827 

Michigan 

10,970,175 

393,000 

11,363,175 

Minnesota 

4,431,127 

300,000 

4,731,127 

Mississippi 

2,445,725 

300,000 

2,745,725 

Missouri 

4,786,509 

300,000 

5,086,509 

Montana 

871,537 

300,000 

1,171,537 

Nebraska 

1,294,690 

300,000 

1,594,690 

Nevada 

1,420,085 

300,000 

1,720,085 

New  Hampshire 

1,147,650 

300,000 

1,447,650 

New  Jersey 

8,166,569 

448,000 

8,614,569 

New  Mexico 

1,420,855 

300,000 

1,720,855 
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New  York 

17,902,894 

954,000 

18,856,894 

North  Carolina 

6,239,849 

300,000 

6,539,849 

North  Dakota 

557,976 

300,000 

857,976 

Ohio 

12,884,245 

450,000 

13,334,245 

Oklahoma 

3,063,831 

300,000 

3,363,831 

Oregon 

3,188,451 

300,000 

3,488,451 

Pennsylvania 

$12,154,013 

$487,000 

$12,641,013 

Rhode  Island 

909,596 

300,000 

1,209,596 

South  Carolina 

3,390,225 

300,000 

3,690,225 

South  Dakota 

586,473 

300,000 

886,473 

Tennessee 

4,629,933 

300,000 

4,929,933 

Texas 

16,149,941 

768,000 

16,917,941 

Utah 

1,545,303 

300,000 

1,845,303 

Vermont 

608,332 

300,000 

908,332 

Virginia 

6,154,612 

300,000 

6,454,612 

Washington 

5,957,049 

300,000 

6,257,049 

West  Virginia 

1,965,537 

300,000 

2,265,537 

Wisconsin 

5006,510 

300,000 

5,306,510 

Wyoming 

376,355 

300,000 

676,355 

State  Sub-Total 

257,724,266 

19,102,000 

276,826,266 

Territories 

American  Samoa 

50,000 

50,000 

100,000 

Guam 

128,389 

50,000 

178,389 

Northern  Marianas 

50,000 

50,000 

100,000 

Puerto  Rico 

3,396,063 

300,000 

3,696,063 

Palpu 

50,000 

0 

50,000 

1 
Marshall  Islands 

50,000 

0 

50,000 

Micronesia 

102,115 

0 

102,115 

Virgin  Islands 

98,168 

50,000 

148,168 

Terr.  Sub-Total 

3,924,735 

500,000 

4,424,735 

Set  -  Aside 

13,770,999 

398,000 

14,168,999 

Grand  Total 

$275,420,000 

$20,000,000 

$295,420,000 
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Table  2 

Center  for  Mental  Health  Services 

FY  1996  State  Allotments 

(Sum  of  MHBG  funding  plus  PATH  funding, 

distributed  by  1996  MHBG  formula.) 


State/Territory 

Funding 

Alabama 

$4,159,302 

Alaska 

445,429 

Arizona 

4,096,082 

Arkansas 

2,394,909 

California 

36,739,058 

Colorado 

4,015,490 

Connecticut 

3,500,007 

DC 

787,635 

Delaware 

663,892 

Florida 

12,892,991 

Georgia 

6,577,334 

Hawaii 

1,363,438 

Idaho 

1,130,451 

Illinois 

12,051,628 

Indiana 

6,805,866 

Iowa 

2,949,150 

Kansas 

2,542,655 

Kentucky 

3,936,643 

Louisiana 

4,674,061 

Maine 

1,359,648 

Maryland 

6,086,069 

Massachusetts 

6,830,087 

Michigan 

11,760,966 

Minnesota 

4,753,941 

Mississippi 

2,622,054 

Missouri 

5,134,627 

Montana 

934,894 

Nebraska 

1,387,914 

Nevada 

1,523,890 

New  Hampshire 

1,231,485 

New  Jersey 

8,754,594 

New  Mexico 

1,523,248 
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New  York 

19,212,576 

North  Carolina 

6,689,383 

North  Dakota 

598,181 

Ohio 

13,813,036 

Oklahoma 

3,286,641 

Oregon 

3,420,650 

Pennsylvania 

13,039,576 

Rhode  Island 

$976,173 

South  Carolina 

3,634,570 

South  Dakota 

628,721 

Tennessee 

4,963,536 

Texas 

17,327,716 

Utah 

1,693,038 

Vermont 

652,686 

Virginia 

6,604,217 

Washington 

6,386,350 

West  Virginia 

2,108,242 

Wisconsin 

5,370,800 

Wyoming 

403,739 

StateSub-Total 

276,439,269 

Territories 

American  Samoa 

50,000 

Guam 

138,213 

Northern  Marianas 

50,000 

Puerto  Rico 

3,655,914 

Palau 

50,000 

Marshall  Islands 

50,000 

Micronesia 

109,929 

Virgin  Islands 

105,679 

Terr.  Sub-Total 

4,209,735 

Set  -  Aside 

14,770,996 

Grand  Total 

$295,420,000 
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TARGET  CITIES  PROGRAM 

Mr.  Porter:   I  understand  that  Chicago  is  participating  in  the  Center  for 
Substance  Abuse  and  Treatment  (CSAT)  Target  Cities  program  which  was  created 
to  assist  major  metropolitan  areas  in  linking,  integrating  and  enhancing  the 
components  of  the  addiction  treatment,  health  and  human  service  systems.   The 
goal  is  to  develop  central  intake  and  assessment  units,  thereby  reducing  waiting 
times  and  assisting  patients  in  entering  the  programs  best  suited  to  their  needs. 

In  the  first  quarter  of  1996,  Target  Chicago's  "Recovery  Point"  performed 
approximately  668  assessments.   Of  those,  only  280  individuals  actually  engaged  in 
at  least  one  treatment  appointment  with  a  provider.   Are  other  Target  Cities 
programs  experiencing  similar  gaps,  and  if  so,  how  are  they  dealing  with  them? 

Dr.  Chavez:  The  Target  Cities  program  includes  establishment  of 
centralized  points  of  intake  for  substance  abusers,  with  standardized  assessment, 
matching  referral  to  treatment  to  facilitate  and  improve  access,  and  ensure  that 
clients  are  matched  to  the  most  appropriate  treatment. 

The  data  cited  from  the  Chicago  Target  Cities  project,  "Target  Chicago", 
indicating  a  no-show  rate  for  a  first  treatment  session  of  58%,  were  a  preliminary 
report  of  one  centralized  intake  unit's  ("Recovery  Point")  first  quarter  of  full 
operation.   This  information  was  provided  to  an  internal  working  group  which 
included  all  providers  involved  in  the  project.   The  intent  of  the  data  report  was  to 
encourage  treatment  providers  to  report  back  to  the  "Recovery  Point"  when  clients 
show  for  treatment.   (It  was  already  known  that  some  providers  were  not  providing 
this  information  in  a  timely  manner). 

After  working  with  the  treatment  providers  and  the  "Recovery  Point"  to 
improve  their  information  management,  the  project  reports  that  to-date,  the  actual 
rate  of  no-shows  for  an  initial  treatment  session  is  approximately  20%.   Prior  to  the 
implementation  of  the  "Recovery  Point",  the  same  providers  experienced  a  40%  no- 
show  rate  for  assessment  appointments.   Of  the  51  %  that  actually  made  it  to  their 
assessment  appointment  with  a  provider,  another  30%  failed  to  show  for  their  initial 
treatment  session.   Although  early  in  its  development,  this  central  intake  unit  and  its 
referral  system  appear  to  be  on  track  with  the  positive  changes  experienced  by 
many  other  Target  Cities  projects. 

A  centralized  intake  unit  in  New  Orleans,  which  has  been  in  operation  since 
May  of  1994,  offers  an  example  of  the  benefits  which  can  be  achieved.   The 
number  of  intakes  for  their  system  has  increased  by  85  % ,  with  the  average  waiting 
time  decreasing  from  14  days  to  less  than  48  hours.   These  system  improvements 
have  led  to  a  substantial  increase  in  successful  admissions  for  treatment. 

The  substance  abuse  treatment  field  in  general  suffers  from  high  no-show 
rates  of  clients  who  have  scheduled  appointments  for  assessment  and  treatment. 
The  Target  Cities  projects  create  centralized  intake  units  where,  through  economies 
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of  scale,  the  most  effective  utilization  of  staff  resources  can  occur. 

Mr.  Porter:   Similarly,  what  sort  of  evaluation  mechanisms  are  in  place  to 
take  into  account  the  providers'  views  with  regard  to  reductions  in  waiting  times 
and  the  matching  of  patients  with  programs  that  best  suit  their  needs? 

Dr.  Chavez:    In  part,  the  original  theoretical  construct  behind  the  Target 
Cities  program  stemmed  from  opinions  from  the  field  in  each  of  these  areas.   First, 
maintenance  of  a  waiting  list  has  always  been  difficult.   Often,  individual  treatment 
seekers  might  be  on  one,  two,  three  or  more  lists,  making  it  impossible  to 
determine  the  actual  size  of  the  waiting  list  (and  hence,  the  size  of  the  gap  between 
services  and  capacity).   Whereas  research  has  consistently  demonstrated  that 
ongoing  contact  with  individuals  on  the  waiting  list  helps  to  maintain  interest  in 
entering  treatment,  the  size  of  the  task  far  outweighed  the  resources  available  to 
meet  the  need  of  even  minimal  contact.   Thus,  a  unified  waiting  list  gives  the 
provider  community  both  a  better  idea  of  the  size  of  the  unmet  need  and  centralizes 
a  place  where  contact  with  waiting  list  participants  can  be  maintained  more 
efficiently. 

Second,  assessing  clients  for  eligibility  and  suitability  for  program 
admissions  is  a  significant  task,  requiring  skills  which  are  different  from  those  of 
traditional  certified  counselors  and  which  can  easily  result  in  a  decision  that  the 
treatment  seeker  is  either  ineligible  or  unsuitable  for  the  available  treatment 
program.   The  theory  behind  the  Target  Cities  program  suggests  that  centralizing 
this  task  would  be  more  efficient  for  providers  if  they  did  not  have  to  devote 
substantial  personnel  and  other  resources  to  the  task  of  assessment  and  eligibility 
determination.   Moreover,  capacity  management  at  the  provider  level  was  to  be 
improved  since  a  steady  flow  of  appropriate  clients  would  be  directed  to  the 
providers  on  a  regular  basis. 

Thus,  the  concept  of  a  unified  waiting  list  and  matching  of  clients  to 
treatment  were  ideas  that  arose  from  the  provider  community  and  were  incorporated 
into  the  theoretical  model  of  the  initial  Target  Cities.   In  addition,  the  Target  Cities 
projects  rely  on  several  formal  and  informal  mechanisms  to  maintain  a  self- 
correcting  system,  including  quarterly  Policy  Steering  Committee  meetings,  a  Joint 
Management  Group,  and  Self-Correction  meetings,  all  of  which  include  the 
provider  community  and  elicit  their  input.  In  fact,  the  meeting  where  the 
preliminary  data  indicating  a  58%  no-show  rate  was  presented  (referred  to  in  the 
previous  question  regarding  the  Chicago  Target  City),  and  the  recommendation  and 
joint  planning  that  occurred  to  improve  reporting  and  accuracy  is  a  fine  example  of 
another  of  the  goals  of  the  Target  Cities  program  -  to  create  a  "self-correcting 
system"  -  whereby  the  providers'  views  are  joined  with  objective  data  to  ensure  the 
most  appropriate  treatment  for  individuals  suffering  from  alcohol  and  other  drug 
abuse  problems. 
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FUNDING  OF  CATEGORICAL  GRANTS  IN  FY  1996 

Mr.  Bonilla:   Please  explain,  in  detail,  for  the  record  how  SAMHSA  will 
allocate  the  categorical  grants  for  FY96. 

Dr.  Chavez:  Final  decisions  on  continuation  awards  have  not  been  made  at 
this  time.  Information  will  be  provided  to  the  Committee  when  those  decisions  are 
made.   We  expect  this  to  occur  in  the  near  future. 

Mr.  Bonilla:  The  State  of  Texas  received  approximately  $15  million  in  the 
past  year,  what  can  the  state  expect  to  receive  for  the  remainder  of  FY96? 

Dr.  Chavez:  A  list  of  continuation  awards  to  grantees  in  Texas  will  be 
provided  once  final  funding  decisions  are  made. 

Mr.  Bonilla:   What  criteria  is  SAMSHA  using  when  making  funding 
decision  to  the  states? 

Dr.  Chavez:  A  description  of  the  criteria  used  to  make  these  decisions  will 
be  provided  to  the  Committee  once  final  funding  decisions  are  made. 

ALCOHOL  PROGRAMS 

Mr.  Bonilla:   Given  the  mounting  evidence  that  the  moderate  consumption 
of  alcohol  beverages  actually  has  health  benefits,  how  are  you  ensuring  that  your 
programs  target  alcohol  abuse  and  not  responsible  use,  as  they  have  been  criticized 
for  doing  in  the  past? 

Dr.  Chavez:   At  no  time  has  CSAP  initiated  programs  that  attempt  to  reduce 
the  moderate  consumption  of  alcohol  by  responsible  adults.  Given  the  evidence  that 
drinking  modest  amounts  of  alcoholic  beverages  is  associated  with  reduced  risk  of 
coronary  heart  disease  among  older  adults,  especially  middle-aged  and  older  men, 
and  postmenopausal  women,  the  USDA  and  DHHS  jointly  prepared  The  Dietary 
Guidelines  for  Americans     The  guidelines  allow  for  up  to  2  drinks  a  day  for  men, 
and  1  for  women,  for  those  populations  that  do  not  exhibit  other  risk  factors 
associated  with  alcohol  problems.   The  at-risk  populations  include:  children  and 
adolescents;   women  who  may  become  pregnant  or  who  are  pregnant;  alcohol 
dependent  or  recovering  people  and  those  who  cannot  restrict  their  drinking  to 
moderate  levels;  those  on  medications  that  interact  with  alcohol;  and  those  planning 
to  drive  or  take  part  in  activities  that  require  attention  and  skill.   The  Dietary 
Guidelines  have  been  distributed  widely  by  CSAP. 

By  Congressional  mandate,  the  majority  of  CSAP's  grant  programs  target 
high-risk  youth  under  21  for  whom  drinking  is  illegal,  and  pregnant  and  post- 
partum women  for  whom  drinking  is  risky.   Along  with  other  Federal  agencies  and 
national/local  organizations,  CSAP  supports  efforts  to  reduce  impaired  driving, 
substance  abuse  problems  in  the  workplace,  and  alcohol/drug-related  violence. 
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Working  collaboratively  with  groups  such  as  The  Century  Council  and  alcohol 
retailers,  CSAP  seeks  to  develop  responsible  hospitality  policies  that  simultaneously 
promote  a  healthy  climate  for  businesses  and  safer  communities. 

SPAN  OF  CONTROL  IN  PROGRAMS  AND  FTE 

Mr.  Bonilla:   Regarding  your  FY97  request,  as  the  Administrator  of 
SAMHSA,  how  can  you  justify  increasing  your  span  of  control  (both  in  programs 
and  in  FTEs)  in  light  of  (1)  Congressional  language  requiring  down-sizing,  (2) 
Administration  policy  promoting  "right-sizing,"  and  (3)  REGO  goals  of  promoting 
decision-making  at  the  lowest  organizational  level? 

Dr.  Chavez:  The  1997  budget  request  as  proposed  does  not  attempt  to 
increase  the  span  of  control  of  the  Agency  Administrator.   SAMHSA  will  reduce 
significantly  the  number  of  FTEs  supported  in  fiscal  year  1996.   Last  year's 
President's  budget  proposed  a  reduction  of  50  FTEs,  ant  that  reduction  will  be 
accomplished  this  year.  The  reduction  is  not  evident  in  the  1997  justification  as  the 
document  displays  FTE  ceilings  for  each  year,  not  the  number  of  FTEs  supportable 
within  appropriated  amounts.   The  reorganization  plan  recently  forwarded  to  the 
Committee  also  reflects  a  downsizing  of  the  Office  of  the  Administrator,  and  the 
assignment  of  FTEs  to  the  Centers  for  program  purposes. 

We  agree  that  decision  making  should,  in  general,  remain  at  the  lowest 
possible  organizational  level.   SAMHSA's  organizational  realignment  would 
continue  substantial  decision  making  authority  at  the  Center  level.   Centers  will 
continue  to  recommend  program  policies  and  initiatives,  control  their  own  program 
and  administrative  budgets,  make  grant  and  contract  funding  decisions,  and  retain 
substantial  authority  in  many  other  key  areas.   Some  broad  new  initiatives  are  being 
pursued  this  year  and  next  which  crosscut  two  or  more  SAMHSA  Centers;  Centers 
will  retain  their  individual  authorities  within  the  combined  program,  however,  and 
no  transfer  of  program  responsibility  will  shift  to  the  Administrator  as  a  result. 

PREVENTION  AND  TREATMENT  PRIORITIES  AND  RESOURCES 

Mr.  Bonilla:   Explain  how  Center  Directors  in  Prevention  and  Treatment 
will  be  able  to  set  priorities  and  remain  responsive  to  the  needs  of  the  field  when 
they  no  longer  have  control  over  budgeting,  planning,  or  resourcing  of  priority 
programs. 

Dr.  Chavez:   The  Center  Directors  will  not  lose  control  over  these  functions 
in  this  reorganization.  They  will  retain  full  policy  and  planning  staffs,  and  continue 
to  be  the  source  of  most  program  initiatives  conducted  by  the  Agency. 
Specifically,  the  Center  Directors  will  continue  to  develop  future  planning 
directions  and  program  initiatives  or  changes;  determine  optimal  resource  levels  and 
funding  levels  necessary  to  accomplish  proposed  initiatives;  develop  policy/program 
material;  and  determine  and  recommend  to  the  Administrator  how  best  to 
accommodate  cutbacks/reductions.   The  Center  Directors  will,  as  they  do  now, 
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manage  and  control  the  resources  allocated  to  their  Centers.   In  summary,  we 
believe  they  will  be  well  positioned  to  remain  responsive  to  the  needs  and  concerns 
of  their  respective  fields. 

CONSOLIDATIONS  AND  FTE  SAVINGS 

Mr.  Bonilla:  Please  show  us  the  management  analysis  and  plan  which 
supports  the  contention  that  57  FTEs  will  be  "saved"  because  of  the  consolidation. 
Explain  how  centralizing  grants,  contracts,  and  budgets  results  in  a  25%  "savings" 
in  staff  when  there  is  no  commensurate  decrease  in  workload. 

Dr.  Chavez:  There  are  three  aspects  to  the  centralization  of  these 
administrative  functions  which  lead  us  to  conclude  that  25-30%  reductions  in  FTEs 
will  be  possible.   First,  by  consolidating  either  three  or  four  separate  offices  into  a 
single  one,  the  number  of  supervisors  can  be  reduced.   SAMHSA's  goal  as  part  of 
the  government  streamlining  process  is  to  achieve  a  supervisor  to  staff  ratio  of  1  to 
8,  approximately  a  doubling  of  the  current  supervisory  span  of  control.   Our  initial 
planning  for  the  Office  of  Program  Services  would  achieve  this  target.  The  second 
way  in  which  staff  can  be  reduced  is  through  economy  of  scale  inherent  in 
consolidating  identical  functions.  Fluctuating  workloads  can  be  managed  with 
fewer  staff  in  total  working  together  as  part  of  a  much  larger  consolidated  office. 
More  effective  specialization  of  function  can  also  be  achieved  within  the 
consolidated  unit.   The  final  way  in  which  the  FTE  savings  can  be  achieved  is 
through  the  decrease  in  workload  associated  with  budget  reductions.   The  final  1996 
appropriation  reduces  one  of  our  most  labor  intensive  activities,  Knowledge 
Development  and  Application,  by  57  percent.   SAMHSA  will  significantly  cut  the 
number  of  contracts  and  grants  to  be  reviewed,  awarded,  and  managed  this  year. 
While  the  1997  budget  does  request  an  increase,  even  with  this  increase  the  level  of 
program  operations  fall  below  prior  year  levels. 

INFORMATION  ON  ALCOHOL  ISSUES  AND  RESEARCH  FINDINGS 

I 

Mr.  Bonilla:   I  understand  that  you  are  one  of  two  centers  that  does  not  have 
the  funding  to  disseminate  your  research  finding  to  the  public  and  professional 
community.   Has  this  hurt  you  in  educating  the  public  and  professional  community 
about  alcohol  issues  and  research  findings? 

Dr.  Chavez:  Public  education  may  be  the  most  important  weapon  against 
alcohol  abuse  because  it  is  the  one  most  likely  to  help  young  people.   The  1996 
budget  reductions  have  had  a  definite  impact  on  information  dissemination  and 
within  SAMHSA.   For  example,   NCADI's  RADAR  network  and  PREVline  now 
represent  the  main  conduits  for  alcohol-abuse  information.   Cuts  have  limited 
NCADI's  ability  to  reach  young  people  at  risk  and  the  most  critically  needy  at  the 
grass  roots.   The  World  Wide  Web  (WWW)  is  NCADI's  primary  electronic 
medium,  because  it  is  cost  effective,  but  it  does  not  reach  anyone  but  those  with  the 
high-end  computers  that  give  WWW  access.   Printed  materials  can  no  longer  be 
circulated  free  of  charge  to  the  RADAR  network  of  local  information  centers, 
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where  the  public,  including  teachers  and  youth  leaders  as  well  as  at-risk  individuals, 
can  drop  in  to  get  alcohol-abuse  information.   Such  actions  limit  SAMHSA's 
presence  before  the  general  public. 

In  summary,  educating  the  public  and  the  professional  community  are 
indispensable  in  preventing  substance  abuse  and  mental  illness,  and  in 
communicating  the  results  of  knowledge  developed  within  SAMHSA  and  the 
research  community.  The  1997  budget  proposal  would  expand  substantially 
SAMHSA's  capacity  in  this  area. 

KNOWLEDGE  DEVELOPMENT  AND  APPLICATION  PROGRAM  FOR  1996 

Mr.  Bonilla:  I  noticed  a  SAMHSA  Notice  of  Funding  Availability  in  the 
April  9,  1996  Federal  Register  announcing  that  $10  million  is  available  for 
"Managed  Care",  $4  million  for  "Predictor  Variables  and  Development",  and  $2.6 
million  for  "Homelessness  Prevention".   There  are  quite  a  few  things  that  bother  me 
in  this  notice.   You  use  words  like  "knowledge-acquisition  studies",  "services 
researchers",  "existence  of  adequate  research",  and  "answering  policy-relevant 
questions."  This  sounds  like  health  services  research  to  me.   In  the  "ADAMHA 
Reorganization  Act"  House  Conference  Report  on  June  3,  1992  on  page  128,  Mr. 
Dingell's  committee  explicitly  state  that  health  service  research  should  be  conducted 
by  the  former  ADAMHA  research  institutes.   And  I  quote: 

"In  its  effort  to  more  clearly  define  the  distinct  research  and  service  missions 
of  the  relevant  agencies,  the  Senate  bill  explicitly  affirms  the  authority  of  the 
institutes  to  conduct  health  service  research  in  keeping  with  the  view  that  basic, 
clinical  and  services  research  constitute  a  continuum  that  should  not  be  artificially 
served.   That  determination  has  been  strengthened  by  the  inclusion  in  the 
conference  report  of  a  provision  modeled  after  the  House  amendment  to  set  aside  a 
minimum  of  15  percent  for  the  research  budget  of  the  NIMH,  and  apply  a  similar 
requirement  to  the  research  budgets  of  NIDA  and  NIAAA." 

It  further  goes  on  to  define  health  services  research  and  that  definition  looks 
very  similar  to  the  type  of  program  you  intent  to  fund  in  your  announcement  in  the 
Federal  Register.   It  seems  to  me  that  you  are  violating  the  intent  of  Congress 
which  would  not  only  cause  a  hardship  for  the  research  institutes  but  lead  to 
duplication  and  waste  of  Federal  dollars.   To  assure  that  this  is  appropriate  use  of 
Federal  dollars  which  do  not  duplicate  the  type  of  project  funded  by  NIH,  I  want 
you  to  provide  to  this  committee  how  these  projects  would  not  be  duplicative  of  any 
project  funded  by  NIMH,  NIDA  or  NIAAA. 

Dr.  Chavez:   The  ADAMHA  Reorganization  Act  gives  the  three  NIH 
Institutes  important  responsibilities  for  services  research,  but  it  does  not  dimmish 
SAMHSA's  responsibilities  in  developing  new  service  delivery  knowledge  of 
interest  to  the  field.   On  the  contrary,  it  clearly  charges  SAMHSA  with 
responsibility  for  evaluating  and  improving  prevention  and  treatment  approaches. 
The  language  of  the  1992  House  conferees  charges  SAMHSA  with  having  "a  strong 
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evaluation  component,"  to  use  "the  most  rigorous  evaluative  designs,"  and  to 
undertake  "significant  data  collection."  The  statute  itself  charges  SAMHSA  to 
conduct  "...evaluations  ,  service  assessments  and  other  activities  necessary  to 
improve  the  availability  and  quality  of  treatment,  prevention,  and  related  services." 
In  addition,  the  1996  House  and  Senate  conferees  included  the  following  language 
in  their  report:  "...  encourage  SAMHSA  to  focus  on  evaluation  and  reporting  of 
outcomes  for  activities  funded  under  the  block  grants,  demonstrations,  and  KDAs. 
The  conferees  understand  that  KDA  grants  will  generally  fund  applied  research 
and  evaluation,  not  services." 

In  addition,  the  1992  House  conferees  note: 

-  The  statute  authorizes  the  Centers  to  exercise  broad  discretion  in  the 
design  of  evaluation  projects.  Such  projects  should  include  studies  that 
examine  the  effectiveness  of  funded  services  and  how  changes  in  such 
services  could  improve  the  quality  of  care. 

-  Although  these  projects  are  not  research,  per  se,  they  may  follow 
experimental  designs,  including  the  use  of  random  assignment.   The 
conferees  expect  that  the  Centers  will  carry  out  comprehensive  evaluation 
activities  including  evaluations  of  prevention  policy. 

Knowledge  develop  projects  of  SAMHSA  and  NIH  services  research  will 
not  duplicate  each  other  because  SAMHSA' s  KDA  initiative  differs  from  the  NIH 
approach.  SAMHSA's  KDA  programs  ask  concrete,  real-world,  applied  questions- 
-services-delivery  questions—that  originate  in  SAMHSA's  discussions  with  the  field 
and  address  specific  applied  problems.  They  are  highly  applied,  highly  focused, 
and  far  more  concrete  than  the  NIH  research  solicitations,  which  ask  broad 
questions  to  fill  gaps  in  the  general  state  of  knowledge.   On  the  continuum  of 
research  from  basic  and  abstract  to  concrete  and  real-world,  SAMHSA  projects  tend 
to  be  at  the  latter  far  extreme,  while  the  NTH  Institutes'  projects  are  toward  the 
basic  end.  As  the  NIH  lays  groundwork  by  increasing  scientific  understanding  of 
the  problems  and  developing  improved  intervention  modes,  SAMHSA  will  carry 
forward  the  NTH's  work  by  developing  and  evaluating  these  interventions  in  the  real 
world  and  by  working  to  ensure  that  they  are  disseminated  and  used  in  daily 
practice.   Moreover,  our  activities  are  well  coordinated  with  those  of  NTH,  and  we 
expect  no  duplication  or  overlap  to  occur. 

LOBBYING  ACTTVmES 

Mr.  Bonilla:   How  are  you  ensuring  that  government  grants  are  not  being 
used  for  lobbying  purposes? 

Dr.  Chavez:  SAMHSA  has  always  supported  efforts  to  assure  that  grant 
funds  were  not  used  for  lobbying  purposes.   Congress  has  passed  legislation  dealing 
with  specific  lobbying  activities  and  we  have  assured  in  a  number  of  ways  that  our 
grantees  have  been  put  on  notice  of  these  specific  requirements  and  the  associated 
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penalties  for  failure  to  comply.   Our  notification  includes  the  incorporation  by 
reference  in  our  grant  awards  of  the  "PHS  Grants  Policy  Statement"  which  includes 
the  appropriate  proscriptions,  and  the  fact  that  our  grant  application  form  includes  a 
section  requiring  the  applicant  to  certify  compliance  with  31  USC  §1352  regarding 
the  "limitations  on  use  of  appropriated  funds  to  influence  certain  Federal  contracting 
and  financial  transitions".   Finally,  our  grants  management  and  program  staff  are 
aware  of  these  requirements  and  assure  that  any  grantee  with  specific  questions 
about  lobbying  activities  are  properly  informed  of  all  lobbying  prohibitions.   We 
generally  rely  upon  the  audit  process  to  identify  violations  of  any  of  these 
conditions  which  attach  to  our  grants,  including  lobbying  restrictions,  but  would  act 
appropriately  on  violations  however  they  might  come  to  our  attention. 

MANAGED  CARE,  COALITIONS,  AND  PARTNERSHIPS 

Mr.  Bonilla:   I  would  like  to  follow-up  on  a  question  I  asked  you  last  year 
regarding  managed  care.   You  said  you  were  "in  the  process  of  developing  an 
implementation  strategy  for  carrying  out"  incorporating  managed  care.   Please 
update  me  on  your  progress  on  this  issue.   I  would  like  details  on  how  you  will 
ensure  that  this  initiative  will  not  result  in  scarce  prevention  funds  being  consumed 
by  treatment. 

Dr.  Chavez:   We  have  been  concerned  that  prevention  and  health  promotion 
be  integrated  into  the  agency's  managed  care  initiatives  from  the  outset  of  our 
efforts  in  this  area.   SAMHSA's  managed  care  initiative  has  been  developed  as  a 
collaborative  project  which  has  involved  the  senior  leadership  of  all  three  Centers 
and  the  Office  of  the  Administrator.   In  the  spring  of  1995,  SAMHSA's  senior 
leadership  agreed  that  a  small  number  of  urgent,  cross-cutting  managed  care 
priorities  required  immediate  attention,  and  $2.35  million  was  allocated  to  carry  out 
these  projects.   For  cross-cutting  managed  care  initiatives  in  FY  1996,  the  agency  is 
allocating  slightly  over  $1  million.   Prevention  activities  are  included  in  both  years. 

A  team  was  assembled  to  lead  the  agency's  managed  care  initiative  which 
was  composed  of  four  staff,  one  each  from  the  agency's  three  Centers  and  the 
Office  of  the  Administrator.  Each  is  responsible  for  coordinating  all  managed  care 
(MC)  activities  within  his/her  Center,  and  for  directing  specific,  cross-cutting 
activities  as  part  of  the  managed  care  initiative  (MCI)  team.   The  bulk  of  the 
agency's  managed  care  activities,  more  than  $22  million  in  FY  1995,  remains  in  the 
Centers,  and  is  managed  by  Center  personnel.   A  few  high  priority,  cross-cutting 
areas  have  been  assigned  to  the  managed  care  team.   The  managed  care  team  is 
directly  accountable  to  a  Board  of  Directors,  which  is  comprised  of  the 
Administrator  and  three  Center  Directors. 

Mr.  Bonilla:   How  do  you  plan  to  take  advantage  of  the  coalitions  and 
partnerships  CSAP  has  funded  to  make  these  linkages  in  communities? 

Dr.  Chavez:   In  the  year  since  SAMHSA's  managed  care  initiative  was 
started,  there  has  been  significant  growth  in  managed  care  activities  throughout  the 
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agency.   The  progress  of  CSAP's  Community  Partnerships  and  Coalitions  grantees 
are  a  good  example  of  the  refocusing  of  prevention  resources  to  meet  the  challenges 
of  state  and  local  health  care  reforms  while  retaining  a  strong  prevention  focus. 
The  Community  Partnerships  are  in  a  unique  position  to  participate  in  the  national 
movement  toward  managed  care  by  assuming  leadership  and  forming  linkages  with 
agencies  and  organization  engaged  in  managed  care  programs  within  their  states  and 
communities.   The  grants  awarded  by  CSAP  in  FY  1995  encouraged  involvement 
with  managed  care  organizations. 

During  the  past  6  months  CSAP  has  identified  and  documented  the  linkages 
between  CSAP's  Community  Prevention  Coalitions  Demonstration  grants  and  the 
managed  health  care  system.   The  specific  emphasis  of  this  project  is  on  initiatives 
taken  by  community  coalitions  to  integrate  prevention  and  health  promotion  in 
managed  behavioral  health  care  and  managed  primary  health  care  systems.   Close  to 
50  Community  Prevention  Partnerships  or  Coalitions  have  been  identified  that  are 
engaged  with  health  care  and  managed  care  systems  or  are  planning  to  develop 
linkages  with  managed  care  during  the  life  of  the  grant.   Profiles  of  these 
coalitions,  located  in  the  states  of  Alaska,  Alabama,  Arizona,  California,  Colorado, 
Delaware,  Florida,  Indiana,  Massachusetts,  Maryland,  Maine,  Michigan, 
Minnesota,  Mississippi,  New  Jersey,  New  Mexico,  New  York,  North  Carolina, 
Ohio,  Oregon,  Pennsylvania,  Rhode  Island,  South  Carolina,  Tennessee,  Utah, 
Wisconsin,  and  West  Virginia,  and  the  linkages  that  have  been  forged  are  available. 

The  project  also  permits  an  identification  of  the  specific  technical  assistance 
needs  that  these  Coalitions  and  Partnerships  as  well  as  all  others  funded  by  CSAP 
might  have  relevant  to  establishing  linkages  with  managed  care.   To  respond  to 
those  requests,  CSAP  is  currently  developing  a  series  of  targeted  workshops  and/or 
written  materials.  These  workshops  will  be  offered  to  CSAP  coalitions  and 
partnerships  beginning  summer  1996  to  encourage  their  creative  interface  with 
medical  systems  which  currently  are  or  are  moving  toward  managed  care 
organizations.   The  workshop  will  focus  on  clear  distinctions  and  overlap  in  the 
concerns  of  managed  care  and  prevention  organizations.   Different  strategies 
currently  being  used  by  communities  to  create  community  dialogue  and 
collaborative  opportunities  for  working  with  managed  care  and  other  health  systems 
will  be  highlighted. 

The  premise  by  which  these  two  CSAP  projects  were  conceptualized  is  that 
community  coalitions  and/or  partnerships  have  the  ability  to  influence  significantly 
the  managed  care  market  through  their  ability  to  mobilize  communities.   For 
example,  they  can:  (1)  work,  in  an  official  or  unofficial  capacity,  with  MCOs  to 
improve  dramatically  the  health  of  the  community;  and  (2)  influence  MCOs 
customers  especially  employers  and  States,  to  include  prevention  services  in  the 
benefit  package,  whether  in  the  private  or  public  sector. 

KNOWLEDGE  DEVELOPMENT  AND  APPLICATION 

Mr.  Bonilla:   How  will  SAMHSA  implement  the  Knowledge  Development 
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and  Application  program  to  ensure  that  the  funding  streams  for  CSAP,  CSAT  and 
CMHS  remain  distinct? 

Dr.  Chavez:   Each  Center  has  been  allocated  a  specific  portion  of  the  KDA 
funds  for  both  1996  and  1997,  as  identified  in  our  1997  budget  justification.   These 
funds  will  be  used  to  support  both  continuation  and  new  projects  proposed  in  each 
of  the  Centers. 

Mr.  Bonilla:   Why  is  there  a  single  set  of  priorities  for  all  three  of 
SAMHSA's  Centers? 

Dr.  Chavez:  The  three  Centers  differ  substantially  in  their  individual 
priorities,  yet  there  is  a  commonality  of  mission  and  direction  which  is  captured  in 
the  Knowledge  Development  and  application  section  of  the  budget  justification. 
For  example,  each  Center  is  interested  in  pursuing  managed  care  studies  to  a  certain 
degree  in  1997.   The  budget  consolidates  the  distinct  Center  initiatives  into  a 
combined  managed  care  narrative  in  order  to  place  the  total  Agency  effort  in  an 
overall  context,  and  to  explain  joint  activities  and  inter-relationships.   Yet  the 
relative  emphasis,  priority,  methodological  approach,  and  degree  of  resources 
contributed  to  the  initiative  by  each  Center  might  vary  considerably. 

Mr.  Bonilla:   Doesn't  this  dilute  the  discrete  mission  of  each  Center? 

Dr.  Chavez:   Rather  than  diluting  the  Centers'  missions,  the  broad 
conceptualization  of  our  efforts  will  strengthen  them  through  collaborations  and  a 
cooperative  approach.   SAMHSA  is  committed  to  maintaining  three  strong  Centers, 
each  with  its  own  discrete  mission.  Though  all  the  Centers  are  undertaking 
knowledge  development  programs  in  their  fields,  their  fields  and  missions  will 
remain  distinct.   The  Centers  do,  however,  plan  to  collaborate  among  themselves 
and  with  other  Agencies  to  develop  cost-effective,  high  quality  programs  with 
coordinated  responses  to  related  needs,  such  as  those  of  individuals  with  combined 
substance  abuse  and  mental  health  problems. 

SUBSTANCE  ABUSE  PREVENTION  AMONG  YOUTH 

Mr.  Bonilla:   It  seems  that  the  substance  abuse  prevention  field  is  lacking 
the  sustainable  community  based  infrastructure  needed  to  address  the  drug  problem 
among  our  nation's  youth.   How  do  you  intend  to  rectify  this  situation  with  your 
FY97  budget  request? 

Dr.  Chavez:   During  the  past  5  years,  SAMHSA/CSAP  has  implemented  a 
nationwide  community  partnership  and  community  coalition  grant  program  intended 
to  demonstrate  the  effectiveness  of  establishing  and  maintaining  comprehensive 
community  wide  drug  prevention  coalitions.   Over  370  coalitions  were  created  as  a 
result  of  these  demonstration  grants.   These  coalitions  developed  community-wide 
infrastructures  targeting  reductions  of  drug  abuse  and  related  health  problems 
among  youth.  Multiple  youth  serving  agencies  became  key  partners  within  these 
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prevention  coalitions. 

With  the  end  of  5  year  Federal  funding  support  for  the  community 
partnerships,  a  large  percentage  of  coalitions  are  being  sustained  in  their 
communities  through  local  resources,  State  support  and  the  efforts  of  volunteers. 
More  then  60%  of  the  communities  that  no  longer  received  CSAP  funding 
supported  reported  that  their  community  anti-drug  coalitions  were  still  fully 
operating,  the  great  majority  involved  youth  and/or  youth  serving  agencies.   In 
addition,  over  3000  non-CSAP  prevention  coalitions  have  developed  nationally  over 
the  past  decade  providing  a  significant  and  growing  national  prevention 
infrastructure. 

The  Fiscal  Year  1997  request  will  build  upon  the  knowledge  learned  from 
these  programs  and  support  new  and  existing  systems  in  a  integrated  and 
comprehensive  manner  in  order  to  improve  local  substance  abuse  prevention 
services  delivery  systems.   CSAP  will  assist,  on  a  targeted  basis,  States  and 
communities  in  developing  prevention  systems  based  on  state-of-the-art  preventing 
programming.   These  programs  will  become  part  of  a  larger  drug  prevention  effort 
by  linking  and  coordinating  with  both  State  and  national  substance  abuse  prevention 
efforts. 
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TOBACCO  RESTRICTIONS 

Mr.  Wicker:  I  want  to  commend  SAMHSA  for  the  common  sense  approach 
to  tobacco  restrictions  encompassed  in  the  final  regulations  implementing  the  Synar 
amendment.   The  agency's  final  regulations  appear  to  be  flexible,  workable,  and 
very  close  to  Congressional  intent. 

It  appears  from  comments  the  President  has  made  and  the  amount  of 
resources  we  are  devoting  to  the  issue  of  underage  smoking  that  this  is  a  top 
priority  of  the  Administration,  is  that  correct? 

Dr.  Chavez:   The  President  of  the  United  States  has  identified  underage 
smoking  (access,  availability  and  prevalence)  as  a  high  priority  for  this 
Administration. 

Mr.  Wicker:   In  1993,  SAMHSA  issued  the  proposed  rule  for  implementing 
Section  1926.   On  January  19,  1996,  SAMHSA  issued  the  final  rule.   My  question 
is  that  if  it  is  a  top  priority  of  the  Administration,  why  did  it  take  over  3  years  to 
implement  the  final  rule? 

Dr.  Chavez:   In  response  to  the  Notice  for  Proposed  Rulemaking  (NPRM) 
for  implementing  Section  1926,  SAMHSA  received  over  3,000  comments  from  357 
sources.   SAMHSA,  the  Department,  and  the  Administration  needed  to  ensure  that 
the  issues  and  concerns  of  all  affected  parties  relating  to  the  proposed  rules  were 
adequately  considered  and  addressed.  As  a  result,  the  final  rule  was  drafted  to  meet 
the  intent  of  the  legislation  with  minimal  negative  impact  on  the  resources  and 
programs  of  the  Substance  Abuse  Prevention  and  Treatment  Block  Grant  (SAPT) 
programs  (to  which  this  tobacco  initiative  was  attached).   These  comments 
addressed  a  wide  range  of  complex  issues,  such  as: 

o  Unfunded  Federal  mandates; 

1  o  State  preemption  of  local  legislative  authority; 

o  Collaboration  among  substance  abuse,  health  and  law  enforcement 

agencies  at  the  State  level; 

o  Random  sampling,  inspection  and  enforcement  methodology; 

o  State  outcomes  and  targets; 

o  penalties  for  non-compliance;  and, 

o  the  use  of  minors  in  inspections. 

Mr.  Wicker:   While  states  may  use  funds  from  the  "primary  prevention"  set 
aside  for  sample  design  and  inspection  costs,  would  the  agency  support  the  use  of 
additional  SAPT  Block  Grant  funds  for  states  to  conduct  inspections,  enforce  and 
develop  further  innovative  ways  to  comply  with  this  final  rule? 

Dr.  Chavez:  Under  the  regulations  published  on  January  19,  1996,  the 
States  may  use  funds  from  the  SAPT  Block  Grant  for  developing  sample  designs,  as 
well  as  developing  and  conducting  random,  unannounced  inspections.   States  may 
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not  use  SAPT  Block  Grant  funds  for  other  enforcement  strategies  or  development  of 
innovative  ways  to  comply  with  this  rule.   The  Administration  does  not  support  an 
expanded  use  of  SAPT  Block  Grant  funds  for  other  activities  in  support  of  the 
Synar  amendment.  We  want  to  point  out,  however,  that  States  may  use  funds  from 
the  Centers  for  Disease  Control's  Prevention  Health  Block  Grant  for  other  youth- 
tobacco  enforcement  activities. 

TOBACCO  USE  BY  YOUTH 

Mr.  Wicker:  In  the  proposed  rule,  the  Agency  assumed  that  "vigorous 
enforcement"  of  laws  preventing  youth  access  to  tobacco  would  bring  about  a  one- 
third  to  two-third  reduction  in  underage  tobacco  use.   On  what  evidence  did  the 
Agency  base  this  estimate? 

Dr.  Chavez:   The  original  estimate  presented  in  the  NPRM  was  developed 
based  on  evidence  from  a  series  of  community  studies  in  which  inspection, 
enforcement  and  public  policy  activities  were  used  separately  or  in  various 
combinations  to  demonstrate  a  reduction  in  youth  access  to  tobacco  products. 

Mr.  Wicker:  Please  provide  cites  for  all  studies,  evidence  or  other 
empirical  data  used  in  formulation  of  this  estimate. 

Dr.  Chavez:  The  cites  used  for  the  formulation  of  this  estimate  are  as 
follows: 

-  Altman,  D.,  Ph.D.,  Foster,  V.,  M.P.H.,  etal,  "Reducing  the  Illegal 
Sales  of  Cigarettes  to  Minors,"  Journal  of  the  American  Medical 
Association,  Vol.  261,  No.  1,  pp.  80-83  (January  6,  1989). 

-  Feighery,  E.,  M.S.,  Altman,  D.,  Ph.D.,  et  al. ,  "The  Effects  of 
Combining  Education  and  Enforcement  to  Reduce  Tobacco  Sales  to  Minors: 
A  Case  Study  of  Four  Northern  California  Communities,"  Journal  of  the 
American  Medical  Association,  Vol.  261,  No.  1,  pp.  80-83  (January  6, 
1989). 

-  Forster,  Jean  L. ,  et  al. ,  "Vending  Machines:  Evaluation  of  a  City 
Ordinance,"  American  Journal  of  Public  Health,  Vol.  82,  No.  9,  pp.  1217- 
1220  (September  1992). 

-  Forster,  J.,  Ph.D.,  M.P.H.,  Hourigan,  M.,  M.P.H.,  and  McGovern,  P., 
Ph.D.,  "Availability  of  Cigarettes  to  Underage  Youth  in  Three 
Communities,"  Preventive  Medicine,  Vol.  21,  No.  3,  pp.  320-328  (May 
1992). 

-  Jason,  Leonard  A. ,  et  al. ,  "Active  Enforcement  of  Cigarette  Control 
Laws  in  the  Prevention  of  Cigarette  Sales  to  Minors,"  Journal  of  the 
American  Medical  Association,  Vol.  266,  No.  22,  pp.  3159-3161 
(December  11,  1991). 
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-  Jason,  L.,  Ph.D.,  Ji,  P.,  et  al.,  "Active  Enforcement  of  Cigarette 
Control  Laws  in  the  Prevention  of  Cigarette  Sales  to  Minors,"  Journal  of  the 
American  Medical  Association,  Vol.  266,  No.  22,  pp.  3159-3161 
(December  11,  1991). 

Mr.  Wicker:  In  your  final  rule,  the  Agency  changed  this  estimate, 
indicating  that  vigorous  enforcement  of  youth  access  laws  would  bring  about  only  a 
one-tenth  to  one-third  reduction  in  underage  tobacco  use.   On  what  evidence  did  the 
Department  base  this  estimate? 

Dr.  Chavez:  Based  partially  on  public  comments  to  the  proposed  rule, 
SAMHSA,  re-reviewed  the  evidence  and  modified  its  estimates  of  the  effect  of 
youth  access  laws  on  overall  youth  use  of  tobacco  products  in  the  final  rule. 
Although  SAMHSA  still  accepts  the  accuracy  of  the  studies  cited  in  the  NPRM,  it 
recognizes  the  legitimacy  of  the  critique  that  these  studies  were  conducted  in 
controlled  community  environments  for  relatively  short  durations.  After  reviewing 
these  comments  and  further  analyses,  SAMHSA  also  concluded  that  it  could  not 
reasonably  project  long-term  results  for  the  nation  at  levels  equal  to  those  obtained 
in  relatively  small  community  studies.   SAMHSA  also  believes  that  long-term 
reductions,  especially  in  excess  of  one-third  of  underage  tobacco  use,  will  require 
multiple  prevention  strategies  that  address  access,  availability  and  marketing  of 
tobacco  products;  SAMHSA' s  rule  primarily  addresses  youth  access. 

Mr.  Wicker:  Please  provide  cites  for  all  studies,  evidence  or  other 
empirical  data  used  in  formulation  of  this  estimate. 

Dr.  Chavez:  The  additional  cites  used  for  the  formulation  of  this  estimate 
are  as  follows: 

-  DiFranza,  J.,  and  Tye,  J.,  "Who  Profits  from  Tobacco  Sales  to 
Children?"  Journal  of  the  American  Medical  Association,  Vol.  263,  No.  20, 
pp.  2784-2787  (1990). 

-  Cummings,  K.M. ,  et  al. ,  "The  Illegal  Sale  of  Cigarettes  to  U.S.  Minors: 
Estimates  by  State,"  American  Journal  of  Public  Health,  Vol.  84,  No.2,  pp. 
300-302  (1994). 

-  Williams,  Rick  L. ,  et  al. ,  "Design  of  Inspection  Surveys  for  Vendor 
Compliance  with  Restrictions  on  Tobacco  Sales  to  Minors,"  Batelle 
Corporation,  April  1994. 

-  "1994  State  of  the  Industry  Report,"  Automatic  Me.rrhanriisp.r  (August, 
1994).    Both  the  projected  number  of  cigarette  vending  machines  and 
operator  revenues  from  these  machines  fell  by  about  one-fourth  from  1992 
to  1993  alone.  The  potential  loss  is  only  about  half  of  that  projected  in  the 
1992  proposed  Regulatory  Impact  Analysis  even  assuming  complete 
elimination  of  vending  machine  sales. 
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-    "Regulations  Restricting  the  Sale  and  Distribution  of  Cigarettes  and 
Smokeless  Tobacco  Products  to  Protect  Children  and  Adolescents,"  Federal 
Register,  Vol.  60,  No.  155,  p.  41314  (August  11,  1995). 
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PREVENTION  OF  MARIJUANA  USE  BY  YOUTH 

Mr.  Hoyer:   I  was  astounded  to  learn  recently  that  several  major  companies, 
including  Adidas  shoes,  have  begun  to  market  products  named  after  marijuana  after 
conducting  studies  of  adolescents  showing  that  American  kids  think  marijuana  is 
"cool".   We  know  that  marijuana  use  among  junior  high  schoolers  is  on  the  rise, 
and  that  80%  of  students  who  have  used  marijuana  by  age  13  will  use  other  drugs 
during  their  lifetime.   How  can  our  prevention  efforts  compete  with  images  in  the 
media  and  those  promoted  by  businesses  that  say  that  marijuana  use  is  "cool"? 

Dr.  Chavez:  Based  on  lessons  learned  from  previous  campaigns  in  past 
years,  we  know  that  it  is  essential  to  identify  strategies  and  approaches  to  reach  out 
to  the  media,  the  entertainment  industry  and  others  who  play  a  role  in  influencing 
social  norms  held  by  the  public  towards  drug  use.  To  this  end,  our  public  education 
campaigns  always  include  efforts  to  establish  partnerships  and  other  relationships 
with  the  most  appropriate  groups.   CSAP  vigorously  pursues  collaboration  with  the 
media  and  entertainment  community  on  a  number  of  levels  to  enlist  their  help  and 
support  in  helping  to  change  social  norms  of  acceptance  towards  drug  use  via  their 
respective  channels  and  to  promote  drug-free  lifestyles. 

Recommendations  from  experts  convened  for  an  anti-marijuana  meeting 
included  the  issue  of  establishing  a  relationship  and  partnership  specifically  with  the 
music  industry,  starting  with  the  urban  contemporary  component  of  the  industry. 
This  sector  of  the  industry  produces  and  promotes  rap  artists  and  videos  that 
frequently  portray  positive  images  of  marijuana  use  by  artists  through  song  lyrics 
that  glorify  use  of  the  drug  as  helpful  and  "cool."   Such  a  meeting  is  currently  in 
the  planning  stage  and  is  expected  to  take  place  this  summer.   Participants  will 
include  a  cross  section  of  individuals  from  the  industry  including  selected 
producers,  CEO's,  artists,  key  figures  from  the  prevention  field,  educators, 
researchers  and  health  professionals.   The  goal  of  this  meeting  is  to  identify 
common  issues  and  seek  agreement  on  the  scope  of  the  issues  facing  both  the 
industry  and  the  prevention  field  as  it  relates  to  youth.  In  addition  CSAP  seeks  to 
build  a  bridge  between  decision  makers  in  the  industry,  the  creative  professionals 
and  leaders  from  the  research  and  health  communities  to  establish  a  proactive 
ongoing  dialogue  regarding  a  range  of  issues  with  the  ultimate  goal  of  helping  to 
deglamourize  the  growing  acceptance  and  use  of  marijuana  by  young  teens. 

Mr.  Hoyer:  What  sorts  of  partnerships  has  SAMHSA  established  with  the 
media,  entertainment  community,  and  manufacturers  to  promote  abstinence  from 
drug  use  among  our  children? 

Dr.  Chavez:   Other  steps  have  been  taken  to  enlist  and  involve  key  groups 
in  our  marijuana  prevention  campaign.  Recently,  the  National  Association  of 
Recording  Arts  and  Sciences  (NARAS)  has  expressed  a  keen  interest  in  getting 
involved  via  a  newly  established  arm  of  the  association  that  aims  to  promote 
prevention  of  drug  use  by  artists  and  others  in  the  industry.   Relations  with 
Musicares,  another  of  their  programs,  have  been  re-initiated.   CSAP  is  currently 
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planning  additional  outreach  to  other  groups  in  the  music  industry  such  as  the  Music 
Video  Association. 

On  the  entertainment  side  of  the  industry  that  includes  television,  movies 
and  film,  CSAP  has  made  significant  strides  in  reaching  out  to  groups  and  key 
persons  in  the  Hollywood  creative  community.   In  October  of  1995,  a  one-day 
symposium  on  Drugs,  Violence  and  Youth  was  convened  in  California  by  the 
Entertainment  Industries  Council,  Inc.  (EIC)  with  CSAP  support.   A  number  of  key 
organizations  representing  the  entertainment  industry  served  as  co-sponsors  of  this 
successful  meeting.   Overall  the  symposium  represented  a  positive  step  toward  an 
industry-wide  concerted  attack  on  drugs  and  violence  from  within  the  industry  and 
on  a  broader  scale. 

In  a  similar  vein,  an  alliance  was  established  with  the  Institute  for  Mental 
Health  Initiatives  that  promotes  mental  health  by  making  the  latest  research  in  the 
behavioral  sciences  accessible  to  the  creative  community,  and  enlisting  the  support 
of  producers,  directors  and  writers  to  influence  perception  and  attitudes.   Working 
with  this  group,  CSAP  provided  some  support  and  research  pertaining  to  drug  use 
and  addiction  for  their  quarterly  newsletter,  Dialogue.,  a  publication  written 
specifically  for  the  audience  of  writers,  producers  and  directors.   In  January  of  this 
year,  the  newsletter  was  mailed  to  over  16,000  individuals,  reaching  a  wide  cross 
section  of  individuals  within  and  related  to  the  media  and  the  entertainment 
industry. 

PATH  PROGRAM 

Mr.  Hoyer:   The  Administration  has  proposed  incorporating  the  Projects  for 
Assistance  in  Transition  from  Homelessness  program  (PATH)  into  a  larger  mental 
health  performance  partnership.   While  I  applaud  SAMHSA  for  its  efforts  to 
stieamline  and  consolidate,  I  am  concerned  that  Congress  established  this 
categorical  funding  because  no  other  programs  were  meeting  this  need.   In  addition, 
no  increase  in  funds  has  been  requested  to  reflect  the  consolidation  of  this  $29 
million  program  into  the  performance  partnership.  If  Congress  funds  the 
performance  partnership  as  requested,  how  will  SAMHSA  ensure  that  the  mental 
health  and  substance  abuse  needs  of  the  homeless  will  continue  to  be  met? 

Dr.  Chavez:  The  rationale  for  the  decision  to  streamline  and  consolidate 
these  programs  was  to  reduce  the  requirements  on  the  States  and  increase  the 
flexibility  and  administrative  simplifications  by  taking  the  two  programs  (PATH 
and  the  Mental  Health  Block  Grant),  both  of  which  are  formula  grant  programs  to 
the  States,  combining  them  into  one  program  and  working  with  the  States  in 
developing  exact  objectives  and  goals  that  should  be  achieved  through  these 
programs. 

There  are  no  changes  in  the  range  of  services  which  can  be  provided  under 
the  performance  partnership  grants  from  those  services  provided  under  the  block 
grant.   There  will  clearly  be  services  that  may  or  may  not  be  able  to  be  funded 
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depending  on  the  amount  of  funds  that  are  available  to  the  States.  The  last 
information  we  had  from  1995  was  that  the  PATH  program  served  approximately 
115,000  clients  through  388  organizations.   The  level  of  services  provided  to  the 
homeless  mentally  ill  persons  would  need  to  be  the  subject  of  State/Federal 
negotiations  of  appropriate  outcome  measures. 

FUNDING  FOR  MENTAL  HEALTH  AND  SUBSTANCE  ABUSE 

Mr.  Hoyer:   The  1997  request  proposes  a  50%  proportional  increase  for 
mental  health,  and  focuses  on  priorities  that  seem  more  geared  to  mental  health  than 
substance  abuse.  While  I  believe  that  we  need  to  address  our  mental  health  needs,  I 
am  concerned  that  we  not  ease  up  on  our  drug  prevention  efforts.  Substance  abuse 
among  teenagers  has  doubled  from  1992-1994,  as  you  stated  in  your  testimony. 
Could  you  explain  the  shift  of  priorities  reflected  in  your  budget  request? 

Dr.  Chavez:   The  1997  request  does  not  propose  to  shift  priorities  from 
substance  abuse  to  mental  health  KDA  programs.  Each  Center  will  maintain  its 
own  KDA  budget,  make  grant  and  contract  decisions  funding  decisions,  and  support 
knowledge  development  and  application  efforts  relevant  to  its  area  of  concern.  Nor 
do  we  believe  there  is  an  overemphasis  on  mental  health;  in  fact,  the  percentage  of 
the  total  KDA  budget  dedicated  to  mental  health  is  slightly  less  than  that  allocated 
by  Congress  in  the  final  1996  appropriation  actions.    The  President's  Budget 
requests  an  overall  increase  of  $165  million  for  KDAs  in  FY  1997,  including 
$24.7  million  for  mental  health  and  $139.9  million  for  substance  abuse  treatment 
and  prevention.   This  represents  a  66%  increase  overall  as  well  as  a  66%  increase 
for  mental  health  as  well  as  for  substance  abuse  activities. 

DRUG  ABUSE  PREVENTION  IN  CHILDREN 

Mr.  Hoyer:  In  the  area  of  drug  abuse  prevention,  your  budget  request 
seems  to  focus  on  very  young  children  rather  than  teenagers.  While  I  believe  in 
early  intervention  and  developing  the  self-esteem  needed  to  resist  drugs  and  peer 
pressure,  we  know  that  the  teenage  years  are  critical,  and  a  focus  on  10-14  year- 
olds  might  seem  to  be  more  appropriate  than  the  0-6  age  range.   Could  you  explain 
to  the  Committee  the  rationale  for  this  shift? 

Dr.  Chavez:   Our  high  risk  youth  program  has  focused  on  the  10  to  14  year 
old  groups  and  this  will  continue.   The  research  is  clear  that  a  critical  time  for 
intervention  are  the  young  years  (Carnegie  Report  1994).   Some  children  can  be 
spotted  when  they're  only  4  or  5  years  old:  children  with  a  "high  potential"  for 
substance  abuse  in  adolescence  (Thomas  B.  Cole,  M.D.,  MPH,  Journal  of  the 
American  Medical  Association,  May  8,  1996,  Vol.  275,  No.  18,  page  1391).  It  is 
increasingly  recognized  that  the  environment  in  which  a  child  is  raised  has  a  critical 
impact  on  the  child's  physical,  mental  social  and  emotional  development.   Drug- 
affected  infants  and  other  children  growing  up  in  environments  where  substance 
abuse,  violence,  abuse  or  neglect  occur  are  at  increased  risk  for  substance  abusing 
behavior  as  well  as  school  failure,  drop  outs,  teen  pregnancies,  etc.   Thus  efforts  to 
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improve  a  child's  future  success  must  address  the  problems  experienced  within 
families  and  their  impact  on  our  youngest  citizens.   This  early  childhood  initiative  is 
based  upon  the  premise  that  a  well  functioning  family  during  the  first  few  years 
provides  one  of  the  most  important  ingredients  for  promoting  strong  healthy 
children  and  preventing  the  intergenerational  cycle  of  substance  abuse. 

MANAGED  CARE 

Mr.  Hoyer:   I  am  interested  in  your  proposed  managed  care  initiative,  which 
has  real  potential  for  long-term  health  care  cost  containment.   How  will  you 
structure  this  initiative  to  ensure  that  prevention  techniques,  programs,  linkages  and 
cost  savings  in  the  areas  of  mental  health  and  substance  abuse  are  adequately 
studied  and  documented? 

Dr.  Chavez:   SAMHSA's  managed  care  initiative  focuses  on  high  priority, 
cross-cutting  areas.   All  three  SAMHSA  Centers  participate  fully  in  the  SAMHSA 
Managed  Care  Initiative.  Substance  abuse  prevention  and  mental  health  promotion 
are  included  in  all  projects.   For  example,  SAMHSA  is  supporting  a  study  by  the 
Institute  of  Medicine  (IOM)  to  assess  the  current  state  of  accreditation  and  quality 
assurance  for  managed  behavioral  health  care.  The  goal  of  the  study  is  to  review 
existing  performance  indicators,  standards  and  measures  and  make 
recommendations  about  unified,  comprehensive  principles  for  accreditation  and 
quality  assurance.   Prevention  and  health  promotion  are  integral  to  the  guidelines  to 
be  developed.   Similarly,  SAMHSA's  monitoring  and  tracking  project  on  public 
managed  behavioral  health  care  tracks  promising  and  problematic  developments. 
This  project  is  continuously  scanning  States  and  Counties  for  information  about  the 
inclusion  of  behavioral  health  care  prevention  and  treatment  in  public  sector  health 
care  reforms.   In  another  cross-cutting  project,  a  team  of  lawyers  and  public  policy 
researchers  are  analyzing  contracts  that  have  been  written  between  State  Medicaid 
agencies  and  managed  care  firms  for  behavioral  health  care  services,  and  between 
managed  care  firms  and  community-based  mental  health  and  substance  abuse 
service  providers.   Unfortunately,  SAMHSA's  managed  care  projects  have  found 
that  there  is  very  little  substance  abuse  prevention  and  mental  health  promotion 
taking  place  in  public  sector  managed  care  programs. 

The  majority  of  SAMHSA's  managed  care-related  activities  take  place 
within  the  Centers.   In  the  last  year,  CSAP  convened  two  Roundtables  on 
Prevention  in  Managed  Care  in  which  leaders  of  the  managed  care  and  managed 
behavioral  health  care  firms,  business  leaders,  prevention  researchers,  and  State  and 
Federal  officials  have  met  to  identify  opportunities  and  barriers  to  greater  use  of 
prevention  and  health  promotion  in  managed  care  systems.   In  April  1996,  CSAP 
convened  a  conference  "Teaming  up  for  prevention:   A  forum  for  business,  labor 
and  government"  which  was  designed  to  increase  business  and  labor  support  for 
prevention  initiatives  within  managed  care  and  employee  assistance  programs,  to 
transfer  knowledge  about  effective  work  site  prevention  strategies,  to  identify 
successful  short  and  long-term  strategies  and  incentives  for  prevention  at  the 
worksite,  and  to  recognize  businesses  and  labor  groups  that  have  developed 
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innovative  prevention  and  health  promotion  practices.   The  business  forum 
generated  an  agenda  that  will  be  acted  upon  in  the  six  months  following  the 
conference.   CMHS  will  convene  a  meeting  on  the  impact  of  managed  care  on 
minority  populations  in  which  prevention  and  mental  health  promotion  will  be 
discussed.   The  Center  is  also  bringing  together  experts  on  prevention  and  public 
health  for  a  policy  discussion  of  the  impact  of  managed  care  or  the  achievement  of 
public  mental  health  prevention  and  promotion  goals  of  Healthy  People  2000  and 
the  implications  of  managed  care  for  the  development  of  2010  goals. 

SAMHSA  is  working  to  identify  ways  in  which  its  current  grantees  can 
better  collaborate  with  managed  care  organizations  (MCOs)  to  integrate  prevention 
into  their  operations.   For  example,  CSAP  is  conducting  an  intensive  survey  of 
community  coalitions  to  assess  their  needs  for  technical  assistance  in  collaborating 
with  managed  care  organizations.  Profiles  of  successful  collaborations  are  being 
developed.  The  results  will  be  disseminated  to  other  community  coalitions,  to 
MCOs,  States  and  other  interested  parties.   Building  on  this  assessment  of 
successful  coalitions  between  community  partnerships  and  MCOs,  CSAP  will  begin 
offering  two-day  workshops  for  all  CSAP  Community  Coalitions  and  Partnership  to 
encourage  their  creative  interface  with  existing  managed  care  organizations.  Other 
groups  have  also  received  targeted  technical  assistance.  Several  State  single  state 
authorities  have  asked  for  training  integrating  prevention  into  managed  care. 

SAMHSA  and  its  Centers  have  undertaken  a  number  of  projects  designed  to 
increase  the  use  of  prevention  technologies  in  public  and  private  managed  care 
systems.   CSAP's  Health  Care  Delivery  Systems  Project  has  designed  several 
training  programs  to  increase  the  quality  and  quantity  of  substance  abuse  prevention 
activities  in  managed  care  organizations.   An  innovative  computerized  assessment 
project  assists  managed  care  organizations  to  conduct  a  self -assessment  of  their 
current  substance  abuse  prevention  activities  to  determine  whether  they  meet 
National  Committee  for  Quality  Assurance  (NCQA)  accreditation  standards  for 
prevention.   More  than  30  training  sessions  have  reached  over  700  individuals  who 
work  in  managed  care  organizations,  and  an  additional  200  organizations  have 
received  the  computerized  assessment  program.  In  another  use  of  advanced 
technologies,  CSAP  has  designed  a  software  program  Prevention  Dollars  at  Work 
to  assist  managed  care  organizations  and  other  community  groups  to  assess  the 
results  of  investments  in  substance  abuses  prevention  activities,  determining 
expenses,  and  displaying  results. 

Mr.  Hoyer:   How  will  you  ensure  that  this  initiative  will  not  result  in  scarce 
prevention  funds  being  consumed  by  treatment? 

Dr.  Chavez:   We  have  been  concerned  that  prevention  and  health  promotion 
be  integrated  into  the  agency's  managed  care  initiatives  from  the  outset  of  our 
efforts  in  this  area.   SAMHSA' s  managed  care  initiative  has  been  developed  as  a 
collaborative  project  which  has  involved  the  senior  leadership  of  all  three  Centers 
and  the  Office  of  the  Administrator.  In  the  spring  of  1995,  SAMHSA' s  senior 
leadership  agreed  that  a  small  number  of  urgent,  cross-cutting  managed  care 
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priorities  required  immediate  attention,  and  $2.35  million  was  allocated  to  carry  out 
these  projects.  For  cross-cutting  managed  care  initiatives  in  FY  1996,  the  agency  is 
allocating  slightly  over  $1  million.   Prevention  activities  are  inlcuded  in  both  years. 


A  team  was  assembled  to  lead  the  agency's  managed  care  initiative  which 
was  composed  of  four  staff,  one  each  from  the  agency's  three  Centers  and  the 
Office  of  the  Administrator.   Each  is  responsible  for  coordinating  all  managed  care 
(MC)  activities  within  his/her  Center,  and  for  directing  specific,  cross-cutting 
activities  as  part  of  the  managed  care  initiative  (MCI)  team.   The  bulk  of  the 
agency's  managed  care  activities,  more  than  $22  million  in  FY  1995,  remains  in  the 
Centers,  and  is  managed  by  Center  personnel.  A  few  high  priority,  cross-cutting 
areas  have  been  assigned  to  the  managed  care  team.  The  managed  care  team  is 
directly  accountable  to  a  Board  of  Directors,  which  is  comprised  of  the 
Administrator  and  three  Center  Directors. 

MENTAL  HEALTH  PROBLEMS 

Mr.  Hoyer:   Research  conducted  in  the  past  few  years  has  shown  that  a 
much  higher  percentage  of  mental  health  problems  than  was  previously  suspected 
are  due  to  physiological  problems.   How  does  SAMHSA  coordinate  with  NTH  and 
other  researchers  to  incorporate  the  latest  information  about  the  causes  of  and 
treatments  for  mental  health  problems  in  its  programs  and  disseminate  information 
to  communities  across  the  country? 

Dr.  Chavez:   CMHS  works  collaboratively  with  the  National  Institute  of 
Mental  Health,  NIH,  to  identify  all  types  of  new  knowledge,  including  knowledge 
about  the  causes  of  mental  illnesses,  that  would  improve  the  services  provided  to 
individuals  with  mental  illnesses.    The  knowledge  is  "packaged"  appropriately  for 
various  audiences,  including  consumers  and  families,  and  widely  distributed.   The 
CMHS  Knowledge  Exchange  Network  (KEN)  was  recently  initiated  to  increase  our 
ability  to  develop  and  disseminate  these  products. 

INSURANCE  COVERAGE  FOR  MENTAL  ILLNESS 

Mr.  Hoyer:   Recently,  Senator  Domenici's  amendment  to  require  the  same 
coverage  for  mental  health  problems  as  physical  health  problems  has  raised  the 
profile  of  insurance  coverage  for  mental  illness  on  Capitol  Hill  and  across  the 
country.   How  serious  is  the  problem  of  lack  of  insurance  coverage  for  mental 
health  problems? 

Dr.  Chavez:  This  is  indeed  a  serious  problem,  both  to  those  affected  and  to 
their  families  and  to  others  close  to  them. 

Most  insurance  coverage  includes  some  coverage  for  behavioral  health  care. 
However,  in  many  cases,  this  coverage  is  more  limited  than  that  for  physical  health 
care.   Approximately  90  percent  of  all  employer-sponsored  health  insurance  plans 
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provide  less  coverage  for  behavioral  health  than  for  physical  health. 

The  nature  of  this  reduced  coverage  varies.   It  may  include  greater  cost 
sharing  for  the  beneficiary  or  limits  on  the  amount  of  services  that  the  plan  will 
provide.   This,  of  course,  creates  a  personal  financial  drain  on  the  beneficiary's 
resources  or  limits  their  access  to  services.   CMHS  and  other  components  of 
SAMHSA  are  currently  conducting  studies  to  learn  more  about  the  nature  of  these 
provisions  and  how  they  have  been  changing  in  recent  years.   We  hope  to  have  this 
information  available  soon. 

Mr.  Hoyer:   What  research  has  been  done  regarding  the  costs  and  benefits 
of  expanded  treatment  for  mental  illness? 

Dr.  Chavez:   Estimates  differ  as  to  the  direct  costs  of  offering  expanded 
coverage.   For  example,  the  Congressional  Budget  Office  states  that  the  average 
premium  increase  would  initially  be  4  percent,  but  Fee  For  Service  (FFS) 
premiums  would  be  higher.   Some  employers  would  drop  coverage  or  pass  costs  to 
employees,  resulting  in  an  average  increase  of  1.6  percent  for  employer 
contributions.   The  Association  of  Private  Pension  and  Welfare  Plans  suggests  that 
the  total  health  plan  expenses  in  a  "typical"  Preferred  Provider  Organization  (PPO) 
would  increase  by  between  8.4  percent  and  1 1.4  percent.   A  Coopers  and  Lybrand 
study  commissioned  by  the  American  Psychological  Associations  found  that  parity 
would  reduce  public  mental  health  expenditure  by  33  percent.   Insurance  premiums 
would  increase  by  3.2  percent.   The  Coalition  for  Fairness  in  Mental  Illness 
Coverage's  study  done  by  Milliman  and  Robertson  found  that  the  average  premium 
increase  for  mental  health  only  parity  would  be  3.2  percent  and  3.9  percent  for 
mental  health  and  substance  abuse  parity. 

These  different  cost  estimates  are  the  result  of  several  factors,  including 
limited  data  and  disagreements  about  the  indirect  effects  of  expanded  treatment. 
For  instance,  evidence  suggests  that  treatment  for  mental  disorders  results  in  about 
a  20  percent  reduction  in  the  overall  use  of  health  care  services.  However,  many 
estimates  do  not  factor  in  this  "offset  effect"  when  assessing  the  costs  of  expanded 
treatment.   To  try  to  improve  the  accuracy  of  such  estimates,  CMHS  will  be 
conducting  discussions  with  economists,  actuaries,  and  others  to  identify  the  sources 
of  variation  in  such  estimates  and  determine  if  studies  can  be  conducted  to  improve 
them. 

Mr.  Hoyer:   How  is  SAMHSA  working  with  managed  care  organizations, 
insurance  companies,  and  other  businesses  to  address  coverage  for  mental  illness? 

Dr.  Chavez:  I  recently  co-chaired  the  National  Leadership  Conference  on 
Managed  Behavioral  Healthcare  on  May  14-15,  1996.   The  primary  focus  of  the 
meeting,  which  brought  together  the  top  leadership  of  the  mental  health  and 
substance  abuse  fields,  managed  care  organizations,  Fortune  500  companies, 
Federal  and  State  Medicaid  officials,  and  consumers  and  their  families,  was  to 
develop  policy  recommendations  and  specific  collaborative  projects  that  could 
improve  access  to  mental  health  and  substance  abuse  services,  increase 
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accountability,  and  improve  integration  and  linkages  between  behavioral  health 
services  and  primary  healthcare  services.  The  access  theme  was  addressed  at  the 
conference  by  various  individuals,  and  by  panels  and  work  groups.  Conference 
participants  identified  two  major  issues  that  curtail  access:  (1)  mental  health  and 
substance  abuse  services  are  relatively  more  expensive  for  individuals  that  other 
healthcare  treatments  due  to  discriminatory  coverage  in  most  health  insurance  plans; 
and  (2)  barriers  make  it  difficult  to  access  services,  even  when  some  mental  health 
and  substance  abuse  benefits  are  covered. 

SAMHSA  and  the  Department  will  continue  to  work  with  the  leadership  of 
the  mental  health  and  substance  abuse  field,  public  and  private  purchasers  of  health 
care,  managed  care  organizations,  and  others  to  assure  that  benefit  coverage  for  the 
prevention  and  treatment  of  mental  illness  and  substance  abuse  is  no  longer 
discriminatory. 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 


Fiscal  Year  1997  Budget 


Organization  chart 

Appropriation  language  and  explanation  of  language  changes 

Amounts  available  for  obligation 

Summary  of  changes 

Budget  authority  by  activity:  crosswalk 

Budget  authority  by  activity 

Budget  authority  by  object 

Administrative  expenses 


Significant  items  in  House  and  Senate  Appropriation 
Committee  reports 


Authorizing  legislation  .  .  . 
Appropriations  history  table 
Justification: 


General  Statement/Overview 

Narratives  by  Activity: 

1.  Knowledge  Development  and  Application  . 

2.  Children's  Mental  Health  Services 

3.  Protection  &  Advocacy 

4.  Mental  Health  Performance  Partnerships    . 

5.  Substance  Abuse  Performance  Partnerships 

6.  Program  Management 

7.  Drug  Abuse  Budget    


Detail  of  full-time  equivalent  employment  (FTE) 
Detail  of  positions    


1 
3 
4 
5 
6 
7 
8 
10 

11 
16 
18 

21 

29 
43 
47 
51 
57 
65 
69 

79 

80 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Appropriation  Language  " 


For  carrying  out  the  Public  Health  Service  Act  with  respect  to  substance  abuse  and  mental  health 
services,  section  612  of  Public  Law  100-77,  as  amended,  and  the  Protection  and  Advocacy  for 
Mentally  111  Individuals  Act  of  1986,[$2,247,392,000]  $2,098,01 1,000.  (Department  of  Health  and 
Human  Services  Appropriation  Act,  1996.) 


Note:  a  regular  1996  appropriation  for  this  amount  had  not  been  enacted  at  the  time  this  budget  was  prepared 
The  1996  amounts  included  in  this  budget  are  based  on  the  levels  provided  in  the  continuing  resolutions  PL.  104- 
91,  and  PL.  104-99. 

Explanation  of  Language  Changes 

"  This  language  reflects  current  law.  It  does  not  reflect  the  proposed  legislation  necessary  to 
implement  the  President's  Budget.  ~* 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Amounts  Available  for  Obligation 

FY  1995  FY  1996                     FY  1997 
Actual Policy "                    Estimate 

Appropriation: 

Labor/HHS-Annual $2,181,407,000  $1,854,437,000       $2,098,011,000 

Rent  Reduction  P.L.  103-333    ...                  -33,000  —                              — 

Awards  Reduction  P.L.  103-133.  .                  -44,000  —                              — 

Rescission  P.L.  104-19 -662,000  —                                — 

Transfer  from  other  accounts  "  .  .         +1 4,000,000  —                                — 

Subtotal,  adjusted  budget  

authority    2,194,668,000  1,854,437,000        2,098,01 1,000 

Unobligated  balance,  start  of 

year +1,713,000  +1,672,000             +1,672,000 

Unobligated  balance  available, 

end  of  year -1,672,000  -1,672,000               -1,672,000 

Unobligated  balance  expiring    -464,000  —                                — 

Offsetting  Collections  from: 

Federal  Sources +19,129,000  +20,000,000           +20,000,000 

Total  obligations     $2,213,374,000  $1,874,437,000      $2,118,011,000 


Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 
Reflects  transfers  from  ONDCP  Drug  Forfeiture  Fund. 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Summary  of  Changes 


1996  Policy/appropriation $1,854,437,000 

1997  Estimate 2.098.011.000 

Net  Change : +$243,574,000 


FY  1996 
Policy 


FTE 


Budget 
Authority 


Change  from  Base 
Budget 
Authority 


FTC 


Increases: 
A  Built-in: 

1 .  Annualization  of  January  1996  pay  raise.... 

2.  Within  grade  pay  increases 

3.  January  1997  pay  raise  at  3.0% 

4.  Increased  rental  payments  to  GSA 

Subtotal,  Built-in  Increases , 

B.  Program: 

1 .  Knowledge  Development  and  Application: 
a.  Demonstration  and  Training  Cluster 

2.  Mental  Health: 

a.  Children's  Mental  Health  Services 

b.  Protection  &  Advocacy 

c.  Mental  Health  Block  Grant/PPG , 

3.  Substance  Abuse: 

a.  Substance  Abuse  Block  Grant/PPG 

Subtotal,  Program  Increases 

Total  Increases 

Decreases: 

A.  Program: 

1.  Program  Management: 

a.  Absorption  of  built-in  costs  through 
reduction  of  Agency  staff  and  other 
managed  savings 

Subtotal,  Program  Decreases 

Total  Decreases 

Net  Change 


$41,503,000 

41,503,000 

41,503,000 

3,347,000 


249,674,000 

59,163,000 

19,850,000 

264,403,000 

1,204,957,000 


56,390,000 


+$113,000 

+338,000 

+470,000 

+79,000 

+  1,000,000 


+  164,545,000 

+795,000 

+2,107,000 

+11,017,000 

+67,000,000 
+245.464,000 
+247,550,000 


-2,890,000 

-2,890,000 

-2,890,000 

+$243,574,000 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Budget  Authority  by  Activity:  Crosswalk 

(Dollars  in  thousands) 


FY  1995  FY  1996  FY  1997 

Actual  Policy  1/  Estimate 

Knowledge  Development  and  Application ($505,950)  $249,674  $414,219 

Mental  Health. (52,216)  (37,452)  (62,133) 

Substance  Abuse  Prevention (238,234)  (106,111)  (176,043) 

Substance  Abuse  Treatment. (215,500)  (106,111)  (176,043) 

Mental  Health: 

Mental  Health  Demonstrations 

Commuinity  Support  Program  (CSP) 24,147  —  — 

Homeless  Demonstrations 21,205  —  — 

AIDS  Demonstrations 1,485  —  — 

Training  and  AIDS  Training 5,379  —  — 

Children's  Mental  Health  Services 59,958  59,163  59,958 

Protection  &  Advocacy 21,957  19,850  21,957 

Mental  Health  Performance  Partnerships 275,420  264,403  275,420 

PATH 29,462 — -^ 

Total,  Mental  Health 439,013  (380,868)  (419,468) 

Substance  Abuse: 
Prevention 
Sub.  Abuse  Prevention  Demonstrations 

High  Risk  Youth 65,160  —  — 

Pregnant  Women  &  Infants 22,501  —  — 

Other  Demonstrations 6,318  —  — 

Community  Prevention 114,741  —  — 

Public  Education  &  Dissemination 13,465  —  — 

Training 16,049 — - — 

Total,  Substance  Abuse  Prevention  238,234  (106,111)  (176,043) 
Treatment 
Sub.  Abuse  Treatment  Demonstrations 

Target  Cities 35,520  —  — 

Women/Children. 64,228  —  — 

Criminal  Justice 37,502  —  — 

Critical  Populations 23,561  —  — 

CCTP 31,073  —  — 

Addiction  Treatment  Training 5,590  —  — 

AIDS  Demonstrations  and  Training 18,026  —  — 

Substance  Abuse  Performance  Partnerships 1,234,107  1,204,957  1,271,957 

Capacity  Expansion  Program 6,701 ~ — 

Total,  Substance  Abuse  Treatment 1,456,308  (1,311,068)  (1,448,000) 

Program  Management 61,113  56,390  54,500 

TOTAL,  SAMHSA $2,194,668  $1,854,437  $2,098,011 

Transfer  from  Forfeiture  Fund. (14.000) 

Ceiling  FTEs 630  649  649 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Budget  Authority  by  Activity 

(Dollars  in  thousands) 


FY  1995 
Actual 


FY  1996 
Policy  1/ 


FY  1997 
Estimate 


Knowledge  Development  and  Application $505,950  $249,674  $414,219 

Mental  Health (52,216)  (37,452)  (62,133) 

Substance  Abuse  Prevention (238,234)  (106,111)  (176,043) 

Substance  Abuse  Treatment (215,500)  (106,111)  (176,043) 

Children's  Mental  Health  Services 59,958  59,163  59,958 

Protection  &  Advocacy 21,957  19,850  21,957 

Mental  Health  Performance  Partnerships 304,882  264,403  275,420 

Substance  Abuse  Performance  Partnerships 1,240,808  1,204,957  1,271,957 

Program  Management 61,113  56,390  54,500 

TOTAL,  SAMHSA $2,194,668  $1,854,437  $2,098,011 

Transfer  from  Forfeiture  Fund. (14,000) 

Ceiling  FTEs 630  649  649 


1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Budget  Authority  by  Object 


FY  1995 
Actual 


FY  1996 
Policy  1/ 


FY  1997 
Estimate 


Increase  or 
Decrease 


2 

2 

— 

$115,622 

$119,090 

+$3,468 

11.01 

11.01 

- 

$37,094 

$38,207 

+$1,113 

$57,504 

$59,229 

+$1,725 

Full-time  equivalent  employment 630                        649                        649 

Full-time  equivalent  of  overtime 

and  holiday  hours 2 

Average  SES  salary $1 12.569 

Average  GS/GM  grade 11.03 

Average  GS/GM  salary $36,174 

Average  salary  grades  established 

by  PHS  Act  Of  1955  (42  USC  207) $56,388 

Personnel  Compensation: 

Full-time  permanent $31,454,000 

Other  than  full-time  permanent 1.549,000 

Other  personnel  compensation 560,000 

Special  services  payments 179,000 

Total  Personnel  Compensation 33,742.000 

Personnel  benefits 6.616,000 

Benefits  for  Former  Personnel 579,000 

Travel  &  transportation  of  persons 1.692,000 

Transportation  of  things 124,000 

Rent  communications,  and  utilities: 

Rental  payments  to  GSA 3,133,000              3,347,000             3.426,000 

Rent  (non-GSA) 45.000                 543.000                 543.000 

Communications  and  utilities 1,893,000              1.298,000              1.198,000 


$32,428,000 

$32,779,000 

+$351,000 

1,606,000 

1,860.000 

+254.000 

569,000 

702,000 

+133,000 

188,000 

303,000 

+115,000 

34.791.000 

35.644,000 

+853,000 

6.712,000 

6,780,000 

+68,000 

553.000 

403.000 

-150,000 

1,032.000 

685,000 

-347.000 

101.000 

93.000 

-8.000 

+79,000 


-100,000 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Budget  Authority  by  Object  -  Continued 

1995                       1996  1997  Increase  or 

Actual                   Policy  Estimate  Decrease 

Printing  and  Reproduction 3,686,000            $2,063,000  $2,154,000  +91.000 

Contractual  Services: 

Consulting  services 50,960.000            38,763,000  43.350,000  +4,587.000 

Other  services 103.196.000            83.901,000  89.804.000  +5.903,000 

Purchases  from  Gov.t  Accounts 18,021.000              9.022.000  16.299.000  +7.277.000 

Supplies  and  materials 479.000                 385.000  299.000  -86.000 

Equipment 1.415,000                 986.000  827.000  -159,000 

Grants,  subsidies  and  contributions 1,969.087,000        1,670,940,000  1,896,506,000  +225,566,000 

Total  budget  authority  by 

object $2,194,668,000      $1,854,437,000  $2,098,011,000  +$243,574,000 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment 
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Substance  Abuse  and  Mental  Health  Services  Administration 

Administrative  Expenses  1/ 

(Budget  Authority) 

(dollars  in  thousands) 

FY  1996               FY  1997  Change 

Policy  2/ Estimate 

Personnel  Compensation: 

Full-time  Permanent  (11.1) $32,428,000         $32,779,000  +$351,000 

Other  than  Full-time  Permanent  (11. 3) 1,606,000             1,860,000  +254,000 

Other  Personnel  Compensation  (11.5/11.8) 757,000 1,005,000  +248,000 

Total,  Personnel  Compensation 34,791,000           35,644,000  +853,000 

Civilian  Personnel  Benefits  (12.0) 6.712,000             6,780,000  +68,000 

Benefits  to  Former  Personnel  (13.0) 553,000                403,000  -150,000 

Travel  (21.0) 1,032,000                685,000  -347,000 

Transportation  of  Things  (22.0) 101,000                  93,000  -8,000 

Rental  Payments  to  Others  (23.2) 543,000                543,000  

Communications,  Utilities,  and 

Miscellaneous  Charges  (23.3) 1,298,000             1,198,000  -100,000 

Printing  and  Reproduction  (24.0) 2,063,000             2.154.000  +91,000 

Other  Services  (25.2) 41,717.000           45.370,000  +3,653,000 

Purchases  from  Govt  Accts.  (25.3) 6.636.000           13.926,000  +7,290,000 

Supplies  and  Materials  (26.0) 385.000 299,000    -86,000 

Total $95,831,000       $107,095,000  +$11,264,000 


1/    Consistent  with  current  DHHS  guidance,  set-aside  funds,  drug  survey  contracts,  program 
evaluation  funds,  1%  evaluation  funds,  and  lAGs  are  exempt  from  object  class  25. 

2/     Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 
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Significant  Items  in  House,  Senate,  and  Conference 
Appropriations  Committee  Reports 

1996  House  Appropriations  Committee  Report  language 


Item 


Program  consolidation  -  ...  The  Committee  generally  concurs  with  the  Administration  proposals  to 
consolidate  programs  and  to  establish  national  goals  as  well  as  performance  and  outcomes 
measurements  for  substance  abuse  and  mental  health  services.  The  Committee  believes  that  the 
Administration  should  take  the  additional  step  of  establishing  national  standards  and  conditioning  all 
funding  on  grantees'  demonstrated  ability  to  achieve  those  standards  and  make  progress  toward 
achieving  the  goals.  (Page  83) 

Artion  Taken  or  tn  he  Taken 

The  Administration  submitted  a  legislative  proposal  to  Congress  on  June  1,  1995,  that  would  provide 
the  legislative  authority  to  implement  Performance  Partnerships  Grants  based  on  quantitative 
performance  and  outcome  measures.  The  Senate  is  considering  a  bill,  S.  1 180,  which  would  provide 
the  legislation  necessary  to  implement  the  Administration's  proposal. 

The  performance  partnership  proposal  would  require  the  Secretary  to  work  in  conjunction  with  States, 
local  governments,  providers,  consumers  and  families  of  consumers  in  the  development  of  national 
objectives  and  State  performance  measures.  States  would  have  some  discretion  in  selecting  health 
objectives  pertinent  to  their  jurisdictions.  Agreements  with  States  would  be  established  covering 
several  years  that  would  explain  why  the  objective  was  chosen,  the  States  current  status  on  the  issue 
as  determined  by  using  the  performance  measure,  the  goal  that  the  State  expects  to  achieve,  and  the 
timetable  over  which  it  will  accomplish  the  goal.  We  believe  this  system  built  on  outcomes  will  both 
improve  the  mental  health  and  substance  abuse  service  systems,  and  bold  States  accountable  for  their 
use  of  Federal  funds. 


Item 

Implementation  of  the  Government  Performance  and  Results  Act  (GPRA)  -  The  Committee  is 
concerned  about  SAMHSA  implementation  of  the  Government  Performance  and  Results  Act  and 
directs  the  Administrator  to  take  immediate  action  to  fully  implement  the  law.  The  Committee  further 
directs  the  SAMHSA  Administrator  to  be  prepared  to  testify  during  die  1997  budget  hearings  on  all 
actions  taken  to  implement  GPRA.  (Page  83) 

Action  Talmn  or  to  he  Taken 

An  Oversight  Board  has  been  established  to  implement  the  GPRA  legislation,  comprised  of  the 
Administrator  and  other  senior  managers  of  the  Agency.  The  Administrator  has  also  established  a 
GPRA  working  group  which  is  preparing  performance  goals,  measures  and  outcomes  for  the 
programs  of  SAMHSA.  These  will  provide  accountability  and  clarity  about  outcomes.  Outcome 
measures  will  be  established  and  implemented  for  one  program  area  in  fiscal  year  1997,  one  year 
ahead  of  the  legal  requirement  All  SAMHSA-funded  programs  will  collect  and  report  impact  and 
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outcome  data  beginning  in  fiscal  year  1998.  The  Agency  will  be  prepared  to  discuss  the  agency's 
progress  at  the  1997  hearings. 


Item 


Consolidating  activities  —  ...The  Committee  directs  the  Administrator  to  begin  consolidating 
substance  abuse  treatment  and  prevention  activities  in  a  single  administrative  authority  to  the  extent 
possible  within  the  constraints  of  the  law  and  further  directs  the  Administrator  to  be  prepared  to  report 
to  the  Committee  during  die  fiscal  year  1997  budget  hearings  on  progress  regarding  consolidation  of 
all  three  operating  agencies.  (Page  85) 

Action  Taken  or  to  he  Taken 

The  Public  Health  Service  Act  requires  that  three  separate  Centers  be  maintained  within  SAMHSA. 
However,  actions  will  be  taken  to  restructure  and  consolidate  some  activities  in  late  fiscal  year  1996 
and  1997.  The  details  of  these  restructuring  will  be  presented  to  die  Committees  in  a  report  on  this 
subject  to  be  submitted  by  March  31,  1996. 


Item 

Substance  abuse  block  grant  —  ...The  Committee  commends  SAMHSA  for  its  emphasis  on 
developing  goals  and  standards  and  requiring  outcomes  measurement  The  Committee  notes  that  these 
activities  can  be  fully  implemented  without  further  legislation  and  directs  SAMHSA  to  submit  reliable 
and  comprehensive  information  regarding  the  effectiveness  of  federal  substance  abuse  programs  in 
support  of  future  requests  for  funding.  (Page  90) 

Action  Taken  or  tn  he  Taken 

CSAT  is  continuing  efforts  to  develop  and  implement  treatment  outcomes  measurement  particularly 
with  regard  to  die  Performance  Partnership  Grants  (Substance  Abuse  Prevention  and  Treatment  Block 
Grant).  In  this  effort,  CSAT  has  provided  technical  assistance  funds  to  the  State  of  Oregon  to  develop 
the  research  design  for  the  State  Cost  Offset  Study.  This  study  is  now  in  draft  form  and  demonstrates 
die  efficacy  and  die  cost  offsets  of  early  intervention  addiction  treatment  services. 

CSAT,  in  partnership  with  the  States,  is  funding  an  Outcome  Pilot  Study  with  lead  States  including 
Oregon,  Washington  and  Minnesota.  This  study  is  being  driven  by  state  health  care  reform 
legislation,  Medicaid  waivers  and  state  managed  care  projects.  The  results  of  this  national  pilot  study 
will  be  used  to  develop  state  outcomes  monitoring  contracts.  Given  the  proposed  Performance 
Partnership  Grants  and  pressure  from  the  States  who  are  facing  legislatures'  demands  for  results- 
oriented  programs,  CSAT  expects  to  fund  die  State  contracts  in  FY  1997. 

Onsite  technical  reviews  of  bom  State  and  local  substance  abuse  delivery  systems  are  die  bedrock  on 
which  accountability  and  cost-effectiveness  rest.  The  State  Technical  Review  Program,  part  of  die 
State  Systems  Development  Program  (SSDP),  allows  for  independent  confirmation  that  the  services 
supported  by  CSAT  are  fiscally  and  clinically  sound.  Through  die  technical  reviews,  a  number  of 
significant  trends  and  common  issues  across  States  have  emerged  that  chart  the  progress  of  State 
substance  abuse  systems  in  responding  to  identified  needs.  As  a  result  of  the  technical  reviews,  States 
are  installing  new  systems  and  implementing  a  variety  of  new  programs  that  will  enable  them  to 


763 


13 


improve  and  change  the  substance  abuse  treatment  service  mix  in  response  to  emerging  client  profiles 
and  needs. 

With  the  new  grant  programs  initiated  in  FY  1995  and  1996,  CSAT  has  continued  to  place  an 
emphasis  on  deriving  outcome  data  in  a  fester  and  more  efficient  way.  By  utilizing  scientifically  based 
questions  and  mechanisms  for  multi-site  analyses,  CSAT  will  be  able  to  produce  more  reliable  and 
comprehensive  information  on  treatment  outcome  and  effectiveness  in  a  shorter  time. 

A  primary  CSAP  function  regarding  the  Prevention  set  aside  of  the  Substance  Abuse  Block  grant  is 
to  develop  and  provide  guidance  on  effective  research  and  practice  results.  Through  the  Prevention 
Enhancement  Protocols  System,  SAMHSA  provides  guidelines  to  the  States  on  the  evidence  of  success 
of  research  and  program  efforts.  These  guidelines  are  designed  to  enhance  the  effectiveness  of  federal 
programs  and  resources,  as  well  as  to  improve  practice  standards  for  prevention  activities  throughout 
the  country. 

In  addition,  SAMHSA  continues  to  collect  the  needed  information  from  the  States  on  their  programs, 
including  the  enforcement  of  laws  prohibiting  the  sale  of  tobacco  products  to  minors  (Synar 
Amendment).  This  information  provides  individual  State,  as  well  as  cumulative  national  data  on  youth 
smoking  and  tobacco  access  rates,  community  and  State  support  for  tobacco  legislation,  and 
enforcement  strategies  and  successes  nationwide.  This  data  assists  in  the  development  of  reliable 
information  on  federal  substance  abuse  programs  and  in  determining  future  budget  requests. 


Item 

AIDS  Outreach  -  When  line-item  funding  has  been  discontinued  for  the  AIDS  Linkage  and  AIDS 
Outreach  programs,  the  Committee  believes  that  the  important  function  of  outreach  to  substance 
abusers  should  be  fully  integrated  into  the  community-based  HIV  prevention  programs  at  the  CDC. 
Thus,  the  Committee  strongly  encourages  CSAT  and  CDC  to  work  together  in  assuring  that  outreach 
to  substances  abusers  is  given  careful  consideration  in  the  HIV  community  planning  process  at  the 
CDC.  (Page  95) 

Action  Taken  or  tn  he  Taken 

Substance  abuse  treatment  is  one  demonstrably  effective  method  for  reducing  the  spread  of  HIV 
among  high  risk  substance  abusers  and  their  sex  or  needle  sharing  partners.  CSAT's  ADDS  Outreach 
program  provides  access  and  entry  into  substance  abuse  treatment  and  also  provides  HIV  risk 
reduction  and  interventions.  Participation  in  substance  abuse  treatment,  even  for  HIV  seropositive 
substance  abusers,  decreases  the  likelihood  of  multiple  exposure  and  of  exposing  others  to  HIV. 
Effective  substance  abuse  treatment  reduces  needle  use  and  gives  all  clients  an  opportunity  to  learn 
more  about  other  risk  reduction  methods  (i.e.,  safe  sex  practices,  needle  cleaning,  etc.). 

The  final  product  of  the  current  AIDS  Outreach  program  will  be  a  benchmark  which  will  answer  the 
following  questions:  1)  how  many  outreach  contacts  does  it  take  to  turn  an  out-of-treatment  drug  user 
into  a  substance  abuse  client  who  actually  enters  treatment;  and  2)  will  those  clients  do  as  well  or 
better  in  treatment  than  those  who  enter  treatment  through  other  routes.  Because  these  grantees  are 
just  completing  the  first  six  months  of  their  three-year  cycle,  the  final  results  will  not  be  available  for 
another  two  years.  However,  according  to  the  preliminary  1995  Report  on  the  Client  Outreach 
Services  Assessment,  CSAT's  AIDS  Outreach  projects  as  a  group  were  successful  in  achieving  the 
program's  stated  objectives.   These  objectives  include:  1)  providing  community-based  outreach  to 
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high-risk  substance  abusers;  2)  providing  medical  and  diagnostic  services;  3)  entry  into  substance 
abuse  treatment;  and  4)  reductions  in  high-risk  behaviors  as  a  result  of  outreach  contacts. 

CSAT  recognizes  the  mission  and  roles  of  the  CDC  and  other  Public  Health  Service  agencies  related 
to  HIV/AIDS  prevention,  treatment  and  research.  CSAT  has  forged  collaborative  relationships  and 
jointly  funded  and  sponsored  substance  abuse  and  HIV/ AIDS  related  activities  with  these  agencies. 
Nevertheless,  Die  findings  indicate  that  for  substance  abusers  at  high-risk  for  contracting  HIV/AIDS, 
it  is  more  effective  to  provide  outreach  services  as  part  of  a  substance  abuse  organization. 


Item 


Prevention  demonstrations  —  The  Committee  is  concerned  that  CSAP  may  have  adopted  an  informal 
policy  of  funding  only  grantees  which  have  not  received  funding  from  sources  within  die  alcohol  or 
tobacco  industries.  The  Committee  believes  mat  grants  should  be  funded  solely  on  the  basis  of  merit, 
not  on  the  basis  of  whether  individual  grantees  may  have  received  funding  from  organizations  of 
which  die  CSAP  leadership  does  not  approve.  Accordingly,  die  Committee  directs  SAMHSA  to 
discontinue  any  such  policy  whether  formal  or  informal.  (Page  96) 

Action  Taken  or  tn  he  Taken 

CSAP  policy  prohibits  any  restrictions  on  grantees  or  potential  grantees  from  accepting  direct  or 
indirect  support  from  the  manufacturers,  distributors,  or  die  sellers  of  alcohol  or  tobacco  products. 
As  long  as  Agency  grantees  adhere  to  the  written  programmatic  purposes  and  conditions,  for  which 
their  grants  have  been  funded  there  is  no  restriction  on  the  source  of  grantee  support  funding  other 
than  basic  legal  considerations.  CSAP  does  agree  with  other  substance  abuse  prevention/treatment 
organizations  that  each  service  provider  should  conduct  a  careful  and  open  assessment  of  their 
program's  financial,  cultural,  and  operational  situation  to  assure  program  consistency  in  accepting 
such  support  However,  these  decisions  are  purely  up  to  the  individual  grantee  or  potential  grantees, 
and  are  not  subject  to  Agency  review  or  challenge. 


Item 

Duplication  of  activities  —  In  addition  to  die  general  concerns  cited  above  regarding  the  inherent 
inefficiency  of  operating  three  separate  substance  abuse  and  mental  health  agencies,  die  Committee 
is  concerned  about  the  level  of  duplication  of  activities  supported  with  program  management 
resources.  For  instance,  each  of  the  three  operating  agencies  as  well  as  the  Office  of  the 
Administrator  retain  budget,  public  relations  and  congressional  affairs  operations-functions  which 
should  more  appropriately  be  centralized  within  die  Office  of  the  Administrator.  Accordingly,  the 
Committee  directs  SAMHSA  to  re-examine  it  administrative  structure  and  to  streamline  management 
of  die  agency  to  improve  efficiency,  reduce  duplication  of  effort,  and  contain  costs.  (Page  99) 

Action  Taken  or  tn  he  Taken 

Over  the  past  year,  SAMHSA  managers  have  undertaken  an  extensive  review  of  the  Agency's 
administrative  structure.  Some  actions  will  soon  be  undertaken  to  streamline  management,  strengthen 
program  capabilities,  and  conserve  resources.  These  actions  will  be  discussed  in  detail  in  a  separate 
report  to  the  Committees  which  will  be  forwarded  by  March  31,  1996. 
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1996  Senate  Appropriations  Committee  Report  Language 

Item 

CSAP  and  demonstrations  —  The  Committee  echoes  the  House's  concern  mat  CASP  may  have 
adopted  an  informal  policy  of  funding  only  grantees  which  may  have  not  received  funding  from 
sources  within  the  alcohol  or  tobacco  industries,  and  concurs  with  the  House  directive  that  SAMHSA 
discontinue  any  such  policy  whether  formal  or  informal.  (Page  121) 

Action  Taken  or  tn  he  Taken 

CSAP  policy  prohibits  any  restrictions  on  grantees  or  potential  grantees  from  accepting  direct  or 
indirect  support  from  the  manufacturers,  distributors,  or  the  sellers  of  alcohol  or  tobacco  products. 
As  long  as  Agency  grantees  adhere  to  the  written  programmatic  purposes  and  conditions,  for  which 
their  grants  have  been  funded  there  is  no  restriction  on  the  source  of  grantee  support  funding  other 
than  basic  legal  considerations.  CSAP  does  agree  with  other  substance  abuse  prevention/treatment 
organizations  that  each  service  provider  should  conduct  a  careful  and  open  assessment  of  their 
program's  financial,  cultural,  and  operational  situation  to  assure  program  consistency  in  accepting 
such  support  However,  these  decisions  are  purely  up  to  the  individual  grantee  or  potential  grantees, 
and  are  not  subject  to  Agency  review  or  challenge. 

Item 

Streamlining  activities  —  The  Committee  believes  that  the  strength  of  SAMHSA  rests  in  the  identity 
of  its  three  Centers  and  that  the  Center  Directors  should  establish  the  programmatic  priorities  for  each 
demonstration  authority.  The  Committee  is  concerned  that  the  FTE  level  of  the  Office  of  the 
Administrator  exceeds  that  of  any  of  die  program  centers.  This  imbalance  is  inconsistent  with  current 
departmental  streamlining  initiatives.  The  Committee  requests  that  SAMHSA  report  to  the 
Appropriations  Committees  on  the  status  of  its  streamlining  activities  no  later  mat  March  31,  19%. 
(Page  122) 

Action  Taken  or  tn  he  Taken 


Over  the  past  year,  SAMHSA  management  has  undertaken  an  extensive  review  of  current 
organizational  alignments.  Recommended  streamlining  activities  which  address  the  concerns  of  the 
Committee  will  be  presented  in  a  separate  report  by  March  31,  1996. 


766 


16 


Substance  Abuse  and  Mental  Health  Services  Administration 
Authorizing  Legislation 


FY  1996 

Amount 

Authorized 


FY  1996 
Policy  1/ 


FY  1997 

Amount 

Authorized 


FY  1997 
Estimate 


Knowledge  Development  and  Application: 

PHSA  Section  601 Indefinite         $249,674,000  Indefinite 

Mental  Health: 

a.  Community  Support  Program: 

PHSA  Section  520  A  (e) Expired  —  Expired 

b.  Homeless  Demonstrations: 

PHSA  Section  520  A  (e) Expired  —  Expired 

PHSA  Section  506  (e) Expired  —  Expired 

c.  HIV/AIDS  Demonstrations: 

PHSA  Section  520  B  (j) Expired  —  Expired 

e.    Clinical  Training  and  AIDS  Training: 

PHSA  Section  303 Indefinite  —  Indefinite 

Unfunded  Mental  Health  Activities: 

a.  Prevention  Demonstrations: 

PHSA  Section  520  A  (e) Expired 

b.  State/Local  Service  System  Demos: 
PHSA  Section  303 Indefinite 

Substance  Abuse  Prevention: 

a.  High  Risk  Youth: 
PHSA  Section  517  (h) Expired 

b.  Pregnant  Women  and  Infants: 
PL  102-321  Section  108  (b) Indefinite 

c.  Other  Demonstrations: 
PHSA  Section  515  (c) Indefinite 

d.  Community  Prevention: 
PHSA  Section  516  (c) Expired 

e.  Public  Education  and  Dissemination: 
PHSA  Section  515  (c)...'. Indefinite 

f.  Clinical  Training: 
PHSA  Section  515  (c) Indefinite 

Substance  Abuse  Treatment: 

a.  Residential  Treatment  Programs  for 
Pregnant  and  Postpartum  Women: 

PHSA  Section  508  (r) Expired  2/  Expired 

(Forfeiture  Fund) 

b.  Demonstration  Projects  of  National 
Significance: 

PHSA  Section  510(e) Expired  2/  Expired 

(Forfeiture  Fund) 

c.  National  Capital  Area  Demonstrations: 

PHSA  Section  571  (h) Expired  —  Expired 

d.  Grants  for  Substance  Abuse  Treatment  in 

PHSA  Section  51 1  (d) Expired  —  Expired 

e     Training  In  Provision  of  Treatment 

PHSA  512(d) Expired  —  Expired 


$414,219,000 


— 

Expired 

— 

- 

Indefinite 

- 

2/ 

Expired 

2/ 

2/ 

Indefinite 

2/ 

- 

Indefinite 

- 

- 

Expired 

- 

- 

Indefinite 

- 

_ 

Indefinite 

_ 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Authorizing  Legislation 


FY  1996 

FY  1997 

Amount 

FY  1996 

Amount 

FY  1997 

Authorized 

Policy  1/ 

Authorized 

Estimate 

Unfunded  Substance  Abuse  Activities: 

a.  Workplace  &  Small  Business  (Prevention): 
PHSA  Section  518  (e) Expired 

b.  Outpatient  Treatment  Programs  for 
Pregnant  and  Postpartum  Women: 
PHSA  Section  509  (a) Indefinite 

Mental  Health  Service*  for  Children: 

PHSA  Section  565  (0 Expired  $59,163,000 

Protection  and  Advocacy: 

P.L  102-173,  Section  117 Such  Sum  as  N         19,850,000 

Mental  Hearth  Performance  Partnerships: 

a.  PATH  Formula  (Homeless): 
PHSA  Section  535  (a) Expired  — 

b.  Mental  Health  Block  Grant 
PHSA  Section  1920(a) Expired  264,403,000 

c.  M.  H.  Performance  Partnerships (— )  (264,403.000) 

Substance  Abuse  Performance  Partnerships 

a.  Expansion  of  Capacity  for  Providing 
Treatment 
PHSA  Section  1971  (J) Expired  — 

b.  Block  Grants  for  Prevention  and 
Treatment  of  Substance  Abuse: 
PHSA  Section  1935  (a) Expired         1,204,957,000 

c    S.  A  Performance  Partnerships „ (1,204,957,000) 

Buildings  and  Facilities: 

PHSA  Section  301 Indefinite 

Program  Management: 

a.  Program  Management  • 
PHSA  Section  301 Indefinite  54,821,000 

b.  SEH  Workers'  Comp  Fund  - 
P.L  98-621 Indefinite  1.569.000 

Total  Appropriations $1,854,437,000 

Total  Appropriations  Against 
definite  authorizations — 


—  Expired 

—  Indefinite 
Expired 
Expired 

Expired  y 
Expired  3/ 

Expired 
Expired 

—  Indefinite 

Indefinite 
Indefinite 


$59,958,000 
21,957,000 


275,420,000 
(275,420.000) 


1.271,957,000 
(1,271,957,000) 


52,931,000 
1.569.000 
$2,098,011,000 


1/    Based  on  levels  of  the  ninth  CR.  including  an  incremental  policy  adjustment 
2/   The  FY  1996  and  1997  amounts  have  not  yet  been  determined  for  these  programs. 
3/   The  Mental  Health  Block  Grants  and  the  Projects  for  Assistance  in  Transition  from  Homeless  (PATH) 
would  be  consolidated  into  the  Mental  Health  Performance  Partnerships. 


24-955    96-25 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Appropriations  History 


Budget  Estimate                    House  Senate 

tO  Congress                      Allowance  Allowance  Appropriation 

Alcohol.  Druo  Abuse,  and  Mental  Health  Administration 

1987                          892,240,000                893,434,000    1/  1,099,113,000  1,062,365,000 

1 987  Supplmntl        231,000,000                331,700,000    21  319,700,000  2/  312,700,000  2/ 

1 987  Reappropr          (5,000,000)                                   —  —  — 

1988  1,042,873,000                503,034,000    1/  1,469,313,000  1,373,727,000 

1989  1,504,413,000                507,594,000    2/  1,583,191,000  1,562,712,000 

1 989  Supplmntl                           —                                   —  —  283,000,000 

1990  1,738,716,000             1,917,162,000  2,005,448,000  1,926,818,000  4/ 
1990  Sec  518  Red.                     —                                   —  —  -1,135,000 

1 990  (DOT  Appr)      300,000,000                                   —  —  727,000,000 

1 990  Sequester                           —                                   —  —  -26,745,000 

1991  2,831,511,000   5/      2,825,891,000  4/fi/  3,000,283,000  4/  2,966,898,000  4/ 
1991  Sec  514  Red.                     —                                   —  —  -77,039,000 

1991  Sequester                           —                                   —  —  -38,000 

1992  3,048,328,000   2/      2,917,742,000    1)  3,175,832,000  3,081,119,000  2/ 

1992  Sec  513,  Sec  214  Red.     —                                   —  —  -8,389,000 

1993  3,241,159,000    2/     3,099,902,000     2/  n.a.  n.a. 
Substance  Abuse  and  Mental  Health  Services  Administration 

1993lfl/               2,037,928,000    2/     1,942,417,000     2/  2,049,609,000    2/  2,023,524,00011/ 

1993  Sec  216,  51 1,513  Red.  —                                   —  —  -18,721,000 

1994  2,153,480,000   12J    2,057,167,000  2,119,205,00012/  2,125,178,00014/ 

1995  2,365,874,000   15/    2,166,148,000  2,164,179,00012/  2.181.407.00017/ 
1 995  Red.  P.L.  1 03-333  -33,000 
1995  Red.  P.L.  103-133  -44,000 

1995  Resc.  P.L.  104-19  -662,000 

1996  2,244,392,000             1,788,946,000  1,800,469,000  12/  1,854,437,00012/ 

1997  2,098,011,000 

1/     House  did  not  consider  the  NIDA  and  NIAAA  research  programs,  as  they  lacked  authorizing 

legislation. 
2/     Includes  $50,700,000  for  the  Homeless  Act. 
2/     House  did  not  consider  the  NIDA  and  NIAAA  research,  research  training,  and  direct  operation, 

demonstration  programs.  Protection  and  Advocacy,  and  Grants  to  States,  as  they  lacked 
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authorizing  legislation. 
4/     Excludes  advance  funding  for  Homeless. 
5/     Includes  $7,359,000  in  1991  Advance  Funding  for  Homeless. 
fi/     House  did  not  consider  research  training  Community  Support  program;  and  mental  health 

prevention  demonstrations  program  as  it  lacked  authorizing  legislation. 
2/     Excludes  $31,000,000  proposed  to  be  transferred  from  the  Office  of  National  Drug  Control  Policy 

I0NDCP)  Special  Forfeiture  Fund. 
8J     Excludes  $19,000,000  transferred  from  the  Special  Forfeiture  Fund. 

3/     Excludes  $34,701 ,000  proposed  to  be  transferred  from  the  ONOCP  Special  Forfeiture  Fund. 
10/  FY  1 993  Budget  Estimate  to  Congress  and  House  Allowance  represent  comparable  funding  levels 

based  on  the  1 992  ADAMHA  Reorganization  Act  as  identified  in  Conference  Report. 
11/  Excludes  $33,701 ,000  transferred  from  the  ONDCP  Special  Forfeiture  Fund. 
12/  Includes  $115,000,000  Presidential  Investment. 

137  Excludes  $35,000,000  proposed  to  be  transferred  from  the  ONDCP  Special  Forfeiture  Fund. 
14/  Excludes  $25,000,000  transferred  from  the  ONDCP  Special  Forfeiture  Fund. 
157  Excludes  $45,000,000  proposed  to  be  transferred  from  the  ONDCP  Special  Forfeiture  Fund. 
16/  Excludes  $25,000,000  proposed  to  be  transferred  from  the  ONDCP  Special  Forfeiture  Fund. 
12/  Excludes  $14,000,000  proposed  to  be  transferred  from  the  ONDCP  Special  Forfeiture  Fund. 

Reflects  $44,000  in  SLUC  and  $33,000  in  performance  awards  reductions  mandated  by  the 

appropriation  bill  and  a  rescission  in  the  amount  of  $662,000. 
IBi  Includes  $200,000,000  proposed  transfer  from  the  Safe  and  Drug  Free  Schools  Act  program  of  the 

Dept  of  Education  for  youth  substance  abuse  prevention  programs  in  schools  and  communities. 
12/  A  regular  1 996  Appropriation  for  this  amount  has  not  been  enacted  at  this  time.  The  amount 

shown  represents  the  President's  policy  position. 
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FY  1995 

Actual 


FY  1996 
Policy  " 


FY  1997 

Estimate 


Knowledge  Develop. 

&  Application $505,950,000  $249,674,000  $414,219,000 

MH (52,216)  (37,452)  (62,133) 

SA  Prev (238.234)  (106,111)  (176.043) 

SATx (215,500)  (106,111)  (176,043) 

Children's  Mental 

Health  Services  ....        59,958,000  59,163,000  59,958,000 

Protection  & 

Advocacy 21,957,000  19,850,000  21,957,000 

Mental  Health 

Performance 

Partnerships 304,882,000  264,403,000  275,420,000 

Substance  Abuse 

Performance 

Partnerships 1,240,808,000  1,204,957,000  1,271,957,000 

Prog.  Mgmt 61.113.000  56.390.000  54.500.000 

Total   $2,194,668,000  $1,854,437,000  $2,098,011,000 

CeilingFTEs  630  649  649 

"  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment 


Increase  or 

Decrease 


+$164,545,000 
(+24,681) 
(+69.932) 
(+69.932) 

+795,000 

+2,107,000 

+11,017,000 


+67,000,000 

-1.890.000 

+$243,574,000 


Introduction, 

The  FY  1997  President's  budget  request  for  the  Substance  Abuse  and  Mental  Health  Services  Administration 
is  $2. 1  billion,  an  increase  of  $243.6  million  or  13. 1  percent  over  the  FY  1996  policy  level.  The  budget  proposes 
significant  changes  in  the  Agency's  programs  and  operations  in  addressing  mental  health  and  substance  abuse 
problems  in  the  Nation.  These  changes  are  consistent  with  the  Administration's  commitment  to  streamlining 
The  1997  budget  requests  an  FTE  ceiling  of  649  through  1997. 

New  Directions  for  1997 

The  1 997  budget  request  continues  and  expands  the  significant  changes  in  the  structure  and  purpose  of  SAMHSA 
programs  first  proposed  in  fiscal  year  1996.  Several  important  considerations  are  inherent  in  the  budget  proposal: 


•        An  increasing  reliance  on  States  as  the  level  of  government  best  positioned  to  manage  and  finance  public 
service  programs; 


Continued  limitation  of  direct  federal  responsibilities  to  those  which  are  essentially  national  in  scope;  and 
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•        An  evolution  in  SAMHSA's  program  direction  strongly  emphasizing  knowledge  development  and 
application  in  States  and  communities. 

The  general  principles  of  this  transition  are  clear  -  that  there  is  in  fact  an  essential,  appropriate  knowledge 
development  and  application  role  for  SAMHSA,  that  both  the  public  and,  increasingly,  the  private  health  care 
sectors  continue  to  rely  on  the  expertise  SAMHSA  provides;  that  more  must  be  accomplished  with  far  fewer 
resources;  and  that  changes  must  be  made  in  the  way  SAMHSA  conducts  its  business  if  the  Agency  is  to  be 
effective  in  meeting  its  new  responsibilities.  It  is  in  this  context  that  SAMHSA  has  developed  its  1997  budget 
request 

A  great  deal  of  consideration  has  been  given  to  both  redirecting  and  streamlining  the  Agency's  efforts  over  the 
past  year.  Nearby  all  of  SAMHSA's  programs  and  activities  have  begun  to  be  reoriented  toward  meeting  quite 
different  future  goals.  A  new  Strategic  Plan  has  been  developed  which  provides  a  broad  blueprint  for  enhancing 
nationwide  service  delivery.  A  1 996  demonstration  agenda  was  developed  in  a  collaborative  manner  with  our 
customers  and  partners,  the  ultimate  users  of  improved  service  techniques  and  practices,  in  matters  of  critical 
importance  to  them.  Preliminary  discussion  of  Performance  Partnership  Grants  and  their  attendant  performance 
measures  have  proceeded  in  a  similarly  cooperative  fashion.  Internally,  crosscutting  employee  teams  have 
increasingly  been  used  to  ensure  that  a  comprehensive  approach  is  taken  in  high  priority  initiatives,  and  program 
announcements  which  reflect  the  participation  of  all  three  Centers  have  resulted.  Even  SAMHSA's 
organizational  structure  has  been  reconsidered  and  redesigned  to  better  address  the  needs  of  the  future  and  our 
current  resource  base. 

Most  importantly,  the  way  in  which  SAMHSA  views  its  core  mission  has  changed  No  longer  is  the  Agency 
perceived  as  a  direct  service  provider.  Our  primary  goal  will  be  an  enhanced  understanding  of  improved  service 
delivery  methods  and  the  effective  translation  of  those  techniques  into  changes  in  practice  and  systems.  Strong 
support  will  continue  for  basic  service  delivery  through  Performance  Partnerships,  the  Childrens  Mental  Health 
Service  program,  and  the  Protection  and  Advocacy  program,  and  they  will  serve  as  effective  vehicles  for  effecting 
service  system  change  where  possible. 

How  SAMHSA  can  best  impact  the  service  deliver)  systems  is  viewed  as  a  continuum  of  knowledge  and 
information  development  which,  at  its  simplest,  begins  with  information  collection  and  analysis,  and  involves 
problem  analysis,  services  research,  the  development  and  testing  of  improved  techniques,  their  effective 
translation  to  consumers  and  the  service  fields,  technical  assistance  in  their  application,  and  ultimately,  improved 
and  cost-effective  service  delivery.  All  levels  of  government  and  many  other  organizations  are  integral  to  the 
process.  In  order  to  have  an  impact  where  it  matters,  where  services  are  actually  delivered  to  clients,  SAMHSA 
must  both  effectively  accomplish  those  aspects  of  the  knowledge  continuum  under  its  direct  purview,  and 
influence  those  activities  undertaken  by  its  service  partners.  The  1997  budget  narrative  explains  how  this  will 
be  accomplished. 

1997  Budget  Request 

A  new  budget  activity  structure  has  been  developed  for  1997  which  helps  clarify  these  future  program  directions. 
The  former  Consolidated  Demonstration  program  has  been  retitled  the  Knowledge  Development  and  Application 
program  in  recognition  of  the  multiple  purposes  it  serves.  Importantly,  demonstration  grants  constitute  only  a 
portion  of  this  effort  The  program  includes  studies,  information  collection  and  analysis,  technical  assistance  and 
knowledge  transfer,  standards  development,  public  information  and  education,  and  similar  activities  supportive 
of  a  comprehensive  approach  to  mental  health  and  substance  abuse  services. 

New  activities  to  be  conducted  both  in  1996  and  1997  have  been  identified  in  seven  Knowledge  Development 
and  Application  subcategories.    No  new  grants  will  be  made  under  the  former  categorical  demonstration 
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programs.  The  categories  represent  the  highest  priority  areas  for  the  future  development  of  improved  service 
practices,  including  Managed  Care,  Early  Childhood  Problems,  Co-Occurring  Disorders,  and  newly  emerging 
issues.  SAMHSA  also  recognizes  that  more  emphasis  is  needed  to  ensure  that  positive  results  from 
demonstrations  and  services  research  are  ultimately  employed  in  service  delivery  settings.  Two  of  the  budget 
categories,  Changing  Systems  and  Practice,  and  Standards  and  Guidelines,  have  been  developed  to  emphasize 
strongly  SAMHSA 's  role  in  actually  improving  practice. 

Actions  to  be  taken  to  accommodate  the  reduced  demonstration  funding  level  in  1996  will  help  streamline  the 
program  in  the  direction  of  enhanced  information  development  The  1 996  Policy  level,  an  average  of  the  House 
and  the  Subcommittee  budget  recommendations,  reduces  demonstration  support  by  5 1  percent  from  1995  levels. 
A  significant  reduction  must  be  made  in  continuation  projects;  at  least  230  such  projects  will  need  to  be 
terminated  in  fiscal  year  19%.  SAMHSA  will  soon  complete  a  review  of  all  demonstration  programs,  and  where 
necessary,  individual  projects,  in  order  to  determine  which  ones  to  continue  supporting  in  1996  because  of  their 
potential  for  giving  us  important  new  knowledge  relating  to  Agency  and  Center  goals.  Those  projects  to  be 
continued  into  1997  as  noncompeting  awards  will  represent  activities  best  positioned  to  provide  relevant,  timely, 
and  useful  information  which  meets  national  service  needs. 

In  addition  to  continuation  projects,  the  1997  Budget  requests  an  increase  of  $164.5  million  for  new  Knowledge 
Development  and  Application  activities.  This  increase,  while  significant  over  1996,  is  a  modest  level  (compared 
to  the  past)  to  help  the  country  improve  services  and  to  address  future  concerns.  For  example,  our  service 
providers  need  new  and  better  information  on  the  effectiveness  of  managed  care  financing  mechanisms  for 
SAMHSA 's  target  populations;  how  prevention  can  reduce  managed  care  costs;  on  how  to  identify  early 
childhood  problems,  address  them  in  a  family  context,  and  avoid  serious  future  illnesses;  on  how  to  curtail  the 
emerging  marijuana  problems  among  youth,  and  the  resurgence  of  methamphetamine  abuse  in  many  sections  of 
the  country;  and  on  whether  and  how  to  increase  their  reliance  on  persons  with  mental  illness  in  providing  service 
to  mental  health  clients.  The  1997  knowledge  development  agenda  represents  specific  concerns,  proposals  and 
recommendatioris  for  assistance  SAMHSA  has  received  from  those  working  in  the  service  community.  It  presents 
a  creative  approach  to  translating  these  needs  into  short-term  action.  While  the  budget  reflects  a  number  of 
discrete  proposals  for  1997,  a  formal  process  will  be  conducted  to  solicit  input  from  SAMHSA's  partners,  the 
service  community  and  others  before  the  1997  knowledge  development  agenda  is  considered  final. 

A  substantial  portion  of  the  Knowledge  Development  and  Application  increase,  a  major  portion  will  be  dedicated 
to  changing  systems  and  practice  throughout  the  country.  This  will  be  accomplished  in  a  variety  of  ways,  ranging 
from  the  establishment  of  common  bonds  among  and  across  States  to  sharing  best  practices.  In  some  cases  small 
incentive  grants  will  be  offered  to  encourage  the  adoption  of  more  effective,  cost-saving  treatment  techniques. 
This  endeavor  will  build  on  ,  refocus,  and  strengthen  current  SAMHSA  programs  known  to  work  well,  such  as 
clearinghouses,  Treatment  Improvement  Protocols,  and  Prevention  Enhancement  Protocols.  Moving  our  focus 
closer  to  the  point  of  service  delivery  will  put  the  Agency  in  a  much  better  position  to  influence  and  measure  our 
programs'  impact  on  health  outcomes. 

The  1 997  budget  request  also  proposes  increases  for  SAMHSA's  direct  service  delivery  programs.  Most  of 
these  would  restore  funding  to  a  level  more  closely  approximating  that  available  in  fiscal  year  1995.  The 
President's  request  again  proposes  to  replace  the  Mental  Health  and  Substance  Abuse  Prevention  and  Treatment 
Block  Grants  and  the  PATH  grant  with  State  Performance  Partnership  grants,  pursuant  to  the  legislative  proposal 
forwarded  last  year.  The  Partnerships  would  reduce  mandated  services  and  earmarks  in  exchange  for  establishing 
annual  performance  measures  tailored  to  meet  each  State's  particular  service  needs.  As  the  transition  to  an 
outcome-based,  federal-State  partnership  is  expected  to  take  some  time,  preliminary  discussions  and  negotiations 
have  already  begun.  Participants  view  this  new  approach  as  presenting  the  opportunity  to  ensure  that  target 
populations  receive  the  best  services  possible  through  these  programs. 
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The  1997  budget  request  includes  an  additional  $67  million  for  Substance  Abuse  Partnership  Grants,  a  5.6 
percent  increase  over  the  19%  Policy  level.  This  increase  responds  to  the  recent  growth  in  overall  drug  use  noted 
through  the  National  Household  Survey  on  Drug  Use  and  the  Monitoring  the  Future  survey  of  drug  abuse  by  high 
school  students.  As  displayed  in  the  summary  tables  which  immediately  follow  this  overview,  the  combination 
of  increased  service  levels  supportive  under  the  Partnership  Grants  combined  with  additional  treatment  capacity 
provided  within  certain  demonstration  awards  will  result  in  an  estimated  22,503  more  people  having  access  to 
drug  treatment  in  1997  through  SAMHSA  funding.  However,  this  8  percent  growth  in  SAMHSA-funded  services 
comes  at  a  time  when  many  other  federal  programs  -  Medicaid,  welfare,  SSDI,  and  others  -  may  experience 
substantial  cutbacks  which  will  have  a  direct  impact  on  services  to  the  drug-using  population.  Without  a 
commensurate  increase  in  SAMHSA  programs,  access  to  publicly  financed  treatment  will  decline  and  demands 
on  the  criminal  justice  and  other  public  service  systems  will  increase. 

Over  the  past  year  SAMHSA  has  also  re-examined  and  revised  the  manner  in  which  drug  treatment  need  and  the 
number  of  clients  receiving  treatment  are  calculated,  as  can  be  noted  on  the  drug  treatment  tables.  Previous 
estimates  significantly  undercounted  because  many  of  those  surveyed  did  not  voluntarily  admit  that  they  abused 
drugs  or  had  a  drug  problem.  Several  statistical  techniques  have  been  employed  to  refine  and  cross-check  these 
data.  In  addition,  out  year  projections  had  previously  been  made  which  extended  the  data  beyond  the  level  of 
statistical  accuracy  in  order  to  demonstrate  the  impact  of  the  budget  request  on  the  Nation's  drug  problem. 
Referenced  data  on  persons  with  less  serious  treatment  needs  (Level  One),  those  with  serious  drug  problems 
(Level  Two),  and  clients  actually  being  treated  are  no  longer  projected  beyond  the  most  recent  survey  data  (in  this 
case,  1994).  A  more  complete  explanation  of  this  new  approach  is  contained  in  the  Drug  Budget  section  of  this 
document. 


Changes  in  Treatment  Need  and  Clients  Treated 
(Thousands) 


YEAR 

1989 

1990 

1991 

1992 

1993    j  1994 

TOTAL  TREATMENT  NEED 

8539 

8066 

7554 

7224 

6778  :  7090 

LEVEL  ONE 

Persons  With  Less  Severe 
Problems  Needing  Treatment 

3938 

3,733 

3.304 

3,329 

2.864:  3537 

LEVEL  TWO 

Persons  With  Severe  Problems 
Clients  Treated 

4601 



4333 

4250 

3895 

3914;   3553 

7570 

1633 

1649 

1815 

1848J    1847 

Percent  Level  Two  Treated 
Percent  Level  Two  Not  Treated 

34% 

38% 

39% 

47% 

47%  j      52% 

66% 

62% 

61% 

53% 

53% ;      48% 

Treatment  Gap 

3031 

2700 

2601 

2080 

2066      1706 

Note:   Clients  treated  for  1989-90  and  1994  are  estimated  from  current  data. 
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The  new  data  show  that  the  number  of  individuals  in  the  country  with  a  drug  problem  is  higher  than  previously 
estimated.  However,  the  number  of  clients  undergoing  treatment  is  also  greater,  and  thus  the  "treatment  gap" 
has  declined  over  the  1989-1994  period.  The  reduced  SAMHSA  budget  for  1996  will  result  in  a  12.5  percent 
drop  in  the  number  of  individuals  who  can  be  supported  in  treatment,  based  on  the  national  average  cost  of 
supporting  each  client.  As  noted  above,  the  1997  request  will  partially  reverse  this  decline.  The  concept  of  a 
drug  treatment  slot  will  no  longer  be  used  by  SAMHSA,  as  this  convention  has  no  relevance  to  the  service  field 
and  treatment  slots  are  far  less  accurate  a  measure  of  service  output  than  individuals  receiving  treatment 


Number  of  Persons  Receiving  Treatment 
with  SAMHSA  Funding 


Year 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

SAMHSA  Drug  Treatment 
Funding  ($000) 

$327,222 

$517,955 

$566,186 

$640,454 

$694,901 

$714,861 

$735,631 

$662,834 

$731,706 

Cost  per  person  per  yr 

$1,801 

$1,879 

$1,950 

$2,005 

$2,050 

$2,093 

$2,153 

$2,218 

$2,277 

Clients  Treated  / 
SAMHSA   Funding 

181,689 

27S.650 

290,292 

319,399 

338.976 

341.523 

341,691 

298,843 

321.346 

Note:  Cost  per  person  estimates  are  based  on  a  cost  estimate  using  NDATUS  1993  data,  adjusted 
to  current  dollars  by  using  a  GDP  price  deflator  set  to  1993=1.  SAMHSA  funding  is  in  current  dollars. 
Cost  per  person  estimates  represent  averages  of  all  types  of  specialty  treatment. 


Management/Organizational  Issues 

The  1997  budget  request  includes  a  $1.9  million  reduction  in  Program  Management  resources,  continuing  a 
steady  decline  in  this  activity  since  1994.  While  the  budget  reflects  a  steady  state  FTE  ceiling  of  649  FTEs,  in 
actuality  its  likely  fewer  staff  can  be  supported  given  limits  on  management  funds  and  the  need  to  absorb 
mandatory  cost  increases,  such  as  pay  raises  and  increased  overhead  costs. 

Both  the  House  and  the  Senate  included  language  in  the  1996  Appropriation  Committee  reports  that  requested 
SAMHSA  review  its  current  organizational  structure,  and  consolidate  and  streamline  its  activities  where  feasible. 
The  decline  in  management  resources,  as  well  as  reduced  demonstration  funding  reinforce  the  need  to  streamline 
Agency  operations.  Over  the  past  year  SAMHSA  managers  have  worked  closely  to  identify  areas  where 
consolidations  are  possible  without  jeopardizing  program  integrity.  A  restructuring  plan  has  been  deve'oped 
which  will  be  forwarded  to  the  Committees  by  March  31,  1996.  The  report  will  detail  the  proposed 
consolidations,  areas  to  be  restructured,  and  other  operational  changes  which  will  be  implemented  later  in  fiscal 
year  1996.  These  changes  are  expected  to  reduce  overhead  expenditures  while  ensuring  that  strong  program 
complements  remain  to  conduct  the  broad  range  of  prevention  and  treatment  initiatives  outlined  in  this  request 
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Another  concern  identified  by  the  Committees  is  the  application  of  Government  Performance  and  Results  Act 
(GPRA)  principles  to  SAMHSA  programs  Considerable  progress  has  been  made  in  this  area  with  respect  to  the 
Performance  Partnership  grants,  as  noted  above.  During  the  spring  and  early  summer  of  1996,  senior 
management  of  the  Agency  will  oversee  the  development  of  initial  performance  measures  and  standards  for  all 
SAMHSA  programs.  An  Annual  Performance  Plan  will  be  established  for  one  key  program  area  in  fiscal  year 
1997,  a  year  ahead  of  the  implementation  schedule  directed  by  GPRA  legislation.  The  Agency  expects  to  be  on 
target  for  full  implementation  of  all  GPRA  requirements  by  the  fall  of  1 997. 
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SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 

Program  Mechanism  Tabic 
(dollars  in  thousands) 


FY  1995 
Actual 


N 


Knowledge  Development  and  Application: 

Grants: 

Continuations 538 

New/Competing 253 

Supplements (121) 

Subtotal,  Grants 791 

Cooperative  Agreements: 

Continuations 84 

New/Competing 31 

Supplements (27) 

Subtotal,  Coop.  Agreements 115 

Contracts 224 

Total,  Knowledge  Develop.  &  Application. 1,130 

Forfeiture  Funds: 
Grants: 

Continuations — 

New/Competing. (9) 

Supplements (1) 

Subtotal,  Grants (9) 

Contracts (13) 

Total,  Forfeiture  Funds (22) 

Children's  Mental  Health  Services: 

Grants: 

Continuations 

New/Competing. 

Supplements 

Subtotal,  Grants 

Cooperative  Agreements: 

Continuations 

New/Competing. 

Supplements 

Subtotal,  Coop.  Agreements 

Contracts 

Total,  Children's  Mental  Health 

Protection  &  Advocacy. 

Mental  Health  Performance  Partnerships  V... 

Subtance  Abuse  Performance  Partnerships  V. 


FY199« 

Policy  1/ 

N  $ 


FY  1997 

Estimate 
N  $ 


538 

229,666 

259 

107,523 

245 

114,879 

253 

86,835 

20 

10,890 

175 

98.227 

(121) 

6,637 

— 

— 

— 

— 

323,138      279 


118,413      420 


70,820 
17,099 
4,085 


64,283 
18,450 


143 
162 


92,004 
90,808 


139 
120 


82.733 
48,528 


305 
141 


505,950      538 


(10,310)      — 
(200)      - 


249,674      866 


(10,510)       — 
(3,490)       — 


(14,000) 


79.959 
58,972 


138,931 
62.182 


414,219 


20 

50,837 

22 

51,944 

22 

52.739 

2 

2,000 

— 

— 

— 

— 

■   (2) 

27 

— 

— 

— 

— 

22 

52,864 

22 

51,944 

22 

52,739 

1 

2,003 

1 

1.800 

1 

1,800 

_ 

_ 

_ 

_ 

_ 

_ 

1 

2,003 

1 

1,800 

1 

1,800 

10 

5,091 

10 

5.419 

10 

5.419 

33 

59,958 

33 

59.163 

33 

59,958 

56 

21,957 

56 

19.850 

56 

21,957 

US 

304,882 

115 

264.403 

59 

275,420 

80 

1 .240.808 

60 

1,204,957 

60 

1.271,957 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 

2/  FY  1995  Block  Grants  have  been  made  comparable  to  FY  1996  and  FY  1997  Performance  Partnerships  to  reflect 

consolidation  of  the  PATH  program  into  the  Mental  Health  Performance  Partnership  and  the  expiration  of  the  Capacity 

Expansion  program  from  the  Substance  Performance  Partnership. 
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Knowledge  Development  and  Application 

Authorizing  Legislation  •  501  of  the  Public  Health  Service  Act 


FY  1995                     FY  19%                     FY  1997 

Actual                                Policv "                           Estimate 

Increase  or 
Decrease 

FTE 

Know.  Dev. 

&  Application.  — 

MH 

SAPrev   . 

SATx  ... 

1997  Authorization: 
PHSA  Section  501 

BA  EIE                BA  EH                 BA 

$505,950,000      —     $249,674,000      —      $414,219,000 

(52.216)                    (37.452)                     (62,133) 

(238.234)                    (106.111)                    (176,043) 

(215.500)                   (106.111)                   (176.043) 

FTE                   BA 

—  +$164,545,000 
(+24,681) 
(+69,932) 
(+69,932) 

. .  Indefinite 

"  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 

Purpose  and  Method 

of  Operation                                  _...,       .        .„ 

A  total  of  $414.2  million  is  requested  for  Knowledge  Development  and  Application  in  1997.  The  1996  Policy 
level  reflects  funding  for  the  Knowledge  Development  and  Application  program  at  a  level  equal  to  the  average 
of  the  funding  proposed  by  the  House  and  Senate  for  1996.  This  amount  is  $256,276,000  less  than  the  1995 
amount  and  $101,000,000  less  than  the  amount  necessary  to  support  continuation  of  approximately  700  existing 
mental  health  and  substance  abuse  grants  and  contracts  in  1996. 

Anticipated  1996  funding  for  mis  key  SAMHSA  program  will  decline  substantially  from  1995  amounts, 
estimated  to  be  a  51  percent  reduction.  This  will  require  terminating  funding  for  various  programs  and  projects. 
Funding  criteria  will  include  national  priorities  and  consistency  with  SAMHSA's  new  program  directions.  Final 
decisions  on  program  and  project  funding  will  be  made  once  Congressional  action  on  the  budget  is  final. 

hi  last  year's  budget  proposal,  SAMHSA  outlined  a  new  direction  for  its  future  demonstration  programs  based 
more  on  intensive  knowledge  development  and  technology  transfer,  and  less  on  continuing  service  support  This 
redirection  is  continued  and  expanded  in  the  1997  request  The  consolidated  demonstration  program  has  been 
renamed  to  more  accurately  characterize  its  purpose  and  intent  Despite  the  overall  reduction  in  1996  funding, 
a  small  amount  of  19%  funds  (approximately  $3 1  million  at  the  Policy  level)  will  be  dedicated  to  initiating  new 
knowledge  development  activities.  The  19%  demonstration  agenda  was  developed  with  substantial  input  from 
SAMHSA's  customers,  that  is,  those  who  will  ultimately  benefit  from  and  employ  the  new  knowledge  gained. 
This  is  one  way  in  which  the  practical  application  of  demonstration  results  will  be  ensured. 

For  19%,  five  policy-relevant  topic  areas  have  been  selected  which  are  important  to  controlling  health  care  costs, 
preventing  the  disruption  of  productive  lives,  and  making  good  use  of  limited  funds  in  leveraging  much  larger 
cost  benefits  and  offsets  The  19%  program  will  assess  the  efficacy  of  different  models  of  managed  care;  service 
delivery  support  (wraparound  and  conventional  services);  interventions  to  reduce  homelessness  among  adults  with 
serious  mental  illness  and/or  substance  abuse  disorders;  brief,  cost-effective  marijuana  treatment  interventions; 
and  optimal  timing  of  preventive  interventions  for  youth.  Dissemination  and  assistance  in  the  application  of 
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results  at  the  service  delivery  and  service  system  levels,  including  use  of  the  latest  available  technology,  is  an 
integral  part  of  the  program. 

The  1997  budget  proposal  continues  progress  in  these  program  areas  as  well  as  others  deemed  important  to 
SAMHSA's  new  directions.  The  Knowledge  Development  and  Application  budget  is  divided  into  seven  discrete 
priorities.  It  is  important  to  note  that  many  individual  projects  and  activities  initiated  prior  to  and  during  1996, 
such  as  Community  Support  and  High  Risk  Youth  projects,  are  not  only  highly  pertinent  to  these  program  areas, 
they  in  fact  formed  the  groundwork  for  them,  and  in  some  cases  can  provide  ready  "laboratories"  for  the  new 
types  of  studies  and  application  activities. 

An  important  new  dimension  to  the  Knowledge  Development  and  Application  program  is  the  emphasis  on 
translating  new  information  into  practice.  Two  of  the  1997  program  areas,  Changing  Systems  and  Practice,  and 
Standards  and  Guidelines,  have  been  established  specifically  to  address  the  concern  that  technology  transfer  has 
not  always  proceeded  expeditiously.  We  estimate  that  about  half  of  the  new  funds  requested  in  1997  would  be 
dedicated  to  these  two  areas.  SAMHSA's  future  approach  will  be  much  more  directed  and  intensive,  reflecting 
feedback  from  providers  and  incorporating  on-site  technical  assistance.  The  specific  methodology  to  be  employed 
in  doing  so  is  still  under  development,  and  may  be  subject  to  continuing  modification.  However,  this  focus  on 
knowledge  application  is  considered  to  be  an  important  aspect  of  SAMHSA's  national  leadership  role,  and 
represents  an  area  in  which  an  enhanced  federal  presence  has  been  strongly  recommended  by  the  States  and  others 
involved  in  service  delivery. 

Funding  levels  for  last  five  fiscal  years  were  as  follows: 

Funding  FJE 

1992  $477,636,000  ~ 

1993  546,628,000  — 

1994  515,610,000  — 

1995  505,950,000  — 

1996  249,674,000  — 


Rationale  for  the  Budget  Request 


The  1997  President's  Budget  includes  $21 8.7  million  in  continuation  funding  for  projects  initiated  prior  to  1996, 
$31.0  million  to  continue  new  1996  initiatives,  and  an  additional  $164.5  million  for  new  projects  to  generate 
knowledge  and  assist  in  the  application  of  that  knowledge  in  the  following  categories:  Managed  Care  and  Service 
Financing;  Early  Childhood  Problems;  Emerging  Issues;  Co-Occurring  Disorders;  Criminal  Justice;  Changing 
Systems  and  Practice;  and  Standards  and  Guidelines. 

The  SAMHSA  Knowledge  Development  and  Application  program  is  designed  to  improve  the  lives  of  people  with 
or  at  risk  for  substance  abuse  and  mental  disorders  through  effective  service  delivery  systems.  Identification  and 
implementation  of  best  practices  is  the  vehicle  for  achieving  this  end.  A  change-oriented  agenda  requires  a 
proactive  approach  to  identification,  exchange  and  implementation  of  best  practices  among  as  many  providers 
and  consumers  of  services  as  possible.  By  focusing  on  the  bottom  line  -  stimulating  positive  change  -  SAMHSA 
will  adopt  a  new  approach  marked  by  opportunism,  sharing  and  aggressive  follow-up  of  new  knowledge.  The 
new  approach  can  be  described  as  follows: 

•  New  knowledge  should  be  sought  where  the  greatest  opportunities  and  need  for  change  exist, 

either  where  knowledge  gaps  are  high  profile  and  widely  accepted  as  impediments  to  effective 
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service  delivery,  or  where  joint  ventures  are  available  to  distribute  costs  and/or  expand  the 
amount  of  knowledge  gained. 

•  Much  useful  knowledge  can  be  acquired  by  synthesis  of  the  results  of  completed  studies  with 
other  available  information,  especially  involving  recently  completed  or  about-to-be  completed 
SAMHSA  demonstrations. 

•  New  knowledge  derives  from  all  of  SAMHSA's  partners  -  States,  localities,  academia,  other 
federal  entities,  and  the  private  sector.  Best  practices  from  these  sources  need  to  be  identified, 
and  included  in  the  recipe  for  change. 

•  Valuable  new  information  must  be  "marketed"  proacti  vely ;  mere  publication  of  better  practices 
is  often  unsuccessful  in  achieving  desired  changes  at  the  point  of  service  delivery. 

•  Federal  leadership  is  most  effective  when  it  seeks  consensus  rather  than  directs  compliance. 

•  The  measure  of  SAMHSA's  success  will  be  the  degree  of  positive  systems  change  stimulated 
rather  than  the  number  of  projects  funded.  This  approach  is  consistent  with  our  renewed 
emphasis  on  accountability  for  results  and  on  creating  outcome-oriented  partnerships. 

The  new  approach  to  knowledge  development  and  application  includes  high  yield  initiatives  across  a  variety  of 
activities  that  are  calculated  both  to  achieve  short-term  positive  change  and  to  set  the  stage  for  continuous  change 
over  the  long  term.  The  1997  initiatives  represent  an  overall  change  strategy  that  encompasses  convening, 
learning,  sharing,  consensus  building,  and  action.  All  of  these  are  necessary  to  maintain  a  chain  reaction  of 
continuous  improvement 

The  outcomes  are  improvements  in  the  condition  and  quality  of  life  for  persons  with  or  at-risk  for  serious  mental 
or  addictive  disorders.  However,  intermediate  results  can  be  used  to  measure  how  much  system  change  is 
occurring  in  the  nation.  These  involve  changes  in  outcomes  such  as  the  proportion  of  students  who  abuse 
marijuana,  consumer  satisfaction,  and  rates  of  adoption  of  best  practices  in  service  delivery  settings. 

Managed  Pare  and  Service  Financing 

An  important  aspect  of  SAMHSA's  knowledge  development  agenda  is  to  provide  leadership  in  evaluating  the 
organization  and  financing  of  service  systems.  As  States,  counties  and  communities  turn  to  managed  care,  they 
have  found  that  the  knowledge  base  for  estimating  capitation  rates  and  risk  adjustment  is  inadequate,  especially 
for  disabled  and  other  vulnerable  populations.  Similarly,  the  scientific  base  for  clinical  care  and  utilization 
management  guidelines  is  thin.  Knowledge  about  the  effects  of  regulations,  accreditation  systems,  quality 
assurance  procedures,  and  momtoring/performance  measurement  indicators  does  not  exist  or  is  anecdotal. 
SAMHSA  is  working  closely  with  the  States,  counties  and  community-based  organizations  to  prepare  for  this 
rapidly  occurring  change.  SAMHSA's  goal  is  to  evaluate  the  impacts  of  managed  care  on  use,  quality,  cost, 
access,  and  client  outcomes  for  services  provided  to  those  suffering  from  mental  illness  or  substance  abuse.  Of 
particular  concern  is  the  integration  of  core  preventive  efforts  into  managed  care  approaches. 

The  rapidly  changing  health  care  system  demands  substantially  increased  federal  assistance.  The  numbers  of 
persons  without  insurance  in  the  country  have  increased  Within  the  private  sector,  there  has  been  a  dramatic  shift 
to  managed  care,  so  that  traditional  fee-for-service  insurance  is  no  longer  the  predominant  type  of  health 
coverage.  States  are  also  increasing  their  use  of  managed  care  for  public  services,  and  seeking  reforms  for  private 
insurance. 
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SAMHSA  already  is  supporting  projects  to  track  State  health  care  reforms  and  evaluate  the  impact  of  Medicaid 
waiver  demonstrations.  It  is  helping  States  and  private  payers  develop  methods  by  which  to  measure  the 
performance  of  managed  care  organizations.  Further,  SAMHSA's  proposed  managed  care  program  will  begin 
to  compare  the  effects  of  alternative  models  of  financing  and  organizing  behavioral  health  care  services  on  access, 
costs,  and  outcomes.  In  general,  it  will: 

•  Assess  different  managed  care  models  for  organizing,  financing,  and  delivering  Substance 
Abuse/Mental  Health  (SA/MH)  prevention  programs  and  treatment  services; 

•  Build  cost-benefit  and  cost-effectiveness  assessments  into  all  service  and  program  evaluations; 

•  Assist  SA/MH  providers  in  developing  and  assessing  performance  measures  and  service 
standards; 

•  Provide  technical  assistance  to  enhance  the  capacity  of  providers,  consumers,  families,  States, 
and  other  purchasers  to  function  in  managed  care  environments;  and 

•  Develop  estimates  of  national  SA/MH  expenditures,  and  other  economic  analyses  of  the  costs 
and  use  of  SA/MH  services. 

The  movement  of  managed  care  into  the  mental  health  services  area  is  of  particular  concern,  as  most  managed 
care  companies  have  had  little  or  no  experience  in  providing  services  for  persons  with  serious  mental  illnesses. 
Assistance  is  required  to  help  States  in  negotiating  appropriate  contracts  to  assure  the  services  are  adequate  to 
meet  the  objectives  of  the  PPG.  Additionally,  the  management  information  systems  of  many  States  is  inadequate 
for  collecting  the  data  necessary  to  track  progress  in  attaining  PPG  objectives.  Technical  assistance  in  choosing, 
establishing  and  using  management  information  systems  is  critical  to  the  programs'  success. 

Beginning  in  1995  and  continuing  into  1996  and  1997,  SAMHSA  is  gathering  information  about  these  issues 
and  assisting  payers,  providers,  and  consumers  to  leam  more  about  them.  SAMHSA  is  currently  supporting 
projects  to  track  State  health  care  reforms  and  evaluate  the  impact  of  Medicaid  waiver  demonstrations  by  working 
with  industry  groups  to  learn  more  about  Mental  Health  and  Substance  Abuse  (MH/SA)  coverage  in  private 
insurance  and  managed  care  organizations.  The  Agency  is  also  helping  States  and  private  payers  develop 
measures  of  performance  of  managed  care  organizations,  and  creating  documents  and  training  modules  to  help 
purchasers,  providers  and  consumers  to  adapt  to  a  rapidly  changing  industry.  Using  the  same  approach  and 
methodology,  CMHS  will  in  1997  extend  its  knowledge  of  managed  care  systems'  impact  on  mental  health  and 
substance  abuse  services  provided  to  older  Americans. 

The  costs  of  the  health  care  system  have  been  unduly  affected  by  individuals  with  substance  abuse  problems. 
In  order  to  reduce  these  costs,  managed  care  companies  are  just  beginning  to  integrate  substance  abuse  prevention 
services  within  their  systems.  Both  Oregon  and  Ohio  included  prevention  within  their  Medicaid  waiver  request 
CSAP  has  trained  HMOs  in  both  States  to  apply  prevention  knowledge  in  the  managed  care  setting.  In  a  ground 
breaking  collaboration  with  Oregon,  the  State's  Medicaid  providers  and  community  prevention  providers  were 
brought  together  to  plan  for  substance  abuse  prevention  in  provision  of  Medicaid  services. 

CSAP's  community  coalitions  have  been  extremely  innovative  in  working  with  the  managed  care  environment. 
For  example,  the  Gloucester  Prevention  Network  in  Massachusetts  has  a  direct  relationship  to  managed  care 
systems  through  the  lead  agency,  Health  and  Education  Services,  Inc.,  an  integrated  behavioral  health  managed 
care  network  which  is  part  of  the  North  East  Health  System.  A  different  configuration,  but  another  successful 
linkage  with  managed  care,  has  occurred  with  the  Watts  Health  Foundation  in  California.  These  successful 
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efforts  are  carefully  being  studied  to  determine  the  process  they  used  to  develop  a  curriculum  that  other 
community-based  programs  can  follow  in  adapting  to  the  current  managed  care  environment 

In  1997,  CSAP  will  examine  further  the  integration  of  prevention  into  different  managed  care  organizations. 
States,  counties,  and  communities  will  be  provided  guidance  and  technical  assistance  regarding  how  prevention 
can  be  incorporated  with  managed  care.  Specific  questions  to  be  addressed  will  include: 

•  Which  models  of  managed  care  have  incorporated  risk  assessment  protocols  and  other 
screening  measures  specific  to  substance  abuse? 

•  Which  models  have  incorporated  interventions  designed  to  reduce  risk  or  enhance  protection  in 
relation  to  substance  abuse  and  mental  disorders? 

•  Has  there  been  an  impact  on  the  use  of  the  medical  care  system? 

In  FY  1997,  CSAP  will  continue  to  seize  opportunities  to  work  with  managed  care  organizations  to  support  the 
application  of  substance  abuse  prevention  knowledge  in  the  delivery  of  managed  care.  Working  with  experts  in 
prevention,  health  promotion,  mental  health  and  substance  abuse  services,  and  managed  care  operations,  CSAP 
developed  Guidelines  for  Alcohol,  Tobacco,  and  Other  Drug  Problem  Prevention  in  Managed  Care 
Organizations.  It  includes  both  organization  guidelines  and  suggested  activities  and  will  strengthen  managed 
care  organizations'  ability  to  meet  National  Committee  on  Quality  Assurance  (NCQA)  standards  for  prevention 
health  services. 

CSATs  1997  approach  in  this  effort  will  be  to  assess  and  evaluate  the  effectiveness  of  current  treatment  systems' 
adaptability  to  a  managed  care  environment.  Once  the  assessments  have  been  completed  and  opportunities  for 
improvement  have  been  identified,  the  next  phase  will  be  development  of  a  plan  to  strengthen  the  treatment 
system  in  the  new  environment  of  managed  care.  This  must  be  a  collaborative  effort  between  CSAT,  State, 
county  and  local  governments,  managed  care  firms,  community-based  providers,  and  consumers.  CSAT  will 
provide  direct  technical  assistance  in  implementing  the  plan,  including  a  training  component.  Finally,  experiences 
and  expertise  gleaned  from  individual  States  or  local  systems  will  be  shared  so  that  others  may  replicate  or  adapt 
successful  models. 

Early  Childhood  Problems 

Of  particular  concern  to  SAMHSA  is  the  constellation  of  factors  that  affect  infants  and  young  children  which  can 
lead  to  serious  mental  illness  or  substance  abuse  as  teenagers  or  adults.  The  causes  of  these  problems  may  be 
environmental,  genetic,  social,  or  related  to  family  history,  but  in  any  case  they  place  these  particular  children  at 
serious  future  risk.  Without  early  intervention  the  consequences  may  be  devastating  not  only  to  the  children,  but 
to  their  families  and  public  support  systems  as  well  Recognition  of  the  importance  of  the  early  childhood  period 
led  to  a  SAMHSA-wide  initiative  in  1996,  Starting  Early/Starting  Smart,  designed  to  develop  and  test  a 
comprehensive  family  approach  with  at-risk  children.  While  this  program  will  be  continued  and  expanded  in 
1997,  the  1997  request  incorporates  a  broader  focus  on  early  childhood  problems  in  recognition  of  the  significant 
gaps  in  our  knowledge  about  effective  service  delivery 

In  1997,  SAMHSA  will  develop  and  test  various  approaches  for  integrating  comprehensive,  multidisciplinary, 
family-directed  services  to  meet  the  physical,  emotional,  and  developmental  needs  of  young  children  ages  0-7. 
Minimum  core  services  will  include  primary  care,  prevention,  early  intervention  and  treatment  services  for 
emotional/mental  health  and  substance  abuse  problems  for  the  child  and  members  of  his/her  family  unit  as  needed 
to  enable  the  best  possible  outcome  for  the  child  This  proposal  builds  on  SAMHS A's  1 996  Initiative  to  Improve 
SA/MH  Services  for  Children  0-7  and  Their  Families.  The  proposed  activity  will  identify  current  and  promising 
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practices  in  the  field:  identify  the  most  effective  configurations  of  service  for  dissemination  and/or  further  study; 
and  develop,  field-test,  and  refine  process  and  outcome  measures  which  could  be  used  to  define  performance 
standards,  assess  program  performance  and  improve  services  effectiveness. 

In  1997,  CMHS  will  initiate  a  joint  venture  with  the  Indian  Health  Service  and  others  to  identify  the 
characteristics  of  effective  mental  health  services  and  systems  for  Native  American  children  within  tribes'  own 
cultural  context,  particularly  for  those  children  with  serious  emotional  disturbances.  The  project  fulfills  a  promise 
to  Native  Americans  of  enfranchisement  in  mental  health  services  for  their  children  that  is  based  on  tribes'  own 
family  and  child-rearing  traditions. 

The  effectiveness  of  substance  abuse  prevention  programs  on  children  have  been  well  documented. 
Comprehensive  school -community  prevention  programs  and  policies  have  been  shown  to  cut  in  half  the  likelihood 
that  young  people  will  become  involved  with  substance  use.  Research  studies  demonstrate  that  reductions  can 
be  sustained  if  young  people  receive  booster  sessions  each  year.  A  study  by  the  Mexican-American  Unity 
Council  found  significantly  fewer  conduct  problems,  less  hyperactive  behavior,  and  reduced  passivity  among 
children  participating  in  the  prevention  program.  A  University  of  Miami  study  found  significantly  decreased 
conduct  problems  and  reduced  incidence  of  deviant  behavior  following  implementation  of  the  substance  abuse 
prevention  program  for  youth  at  high  risk.  The  STARS  prevention  program  in  Texas  decreased  truancy  from 
61%  to  2 1%  for  program  participants;  the  SMART  Moves  prevention  program  has  found  lower  percentages  of 
academic  failure  fewer  repeated  grades,  and  fewer  behavioral  problems  in  schools  for  program  participants 
compared  to  non-program  participants. 

Despite  the  understanding  developed  through  programs  such  as  these,  much  remains  unknown  regarding  how  best 
to  prevent  substance  abuse  among  children.  Parents  and  parent  surrogates  have  a  far-reaching  impact  on  the 
development  and  behavior  of  their  children.  Children  at  the  elementary  school  level  with  attention  deficit  disorder 
(ADD),  conduct  disorder,  depression,  and/or  children  with  an  incarcerated  parent  or  teenage  unmarried  parent 
are  at  high  risk  for  substance  abuse.  In  1997,  CSAP  will  examine  to  what  extent  improving  parenting  skills  can 
prevent  young  children  from  becoming  users  of  illicit  substances.  Specifically,  studies  will  be  conducted  to 
determine  the  extent  to  which  parental  skills  and  practices  provided  to  parents/surrogate  parents  decrease  the 
incidence  of  precursors  to  substance  abuse  (e.g.,  conduct  disorder  and  depression,)  as  well  as  gateway  drugs  used 
among  youth  at  the  elementary  school  level.  CSAP  will  compare  the  incidence  rates  of  ADD,  conduct  disorder, 
depression,  the  use  of  gateway  drugs  and  other  indicators  of  subsequent  substance  abuse  in  children  reared  by 
parent/surrogate  parent(s)  taught  child  rearing  skills,  as  compared  to  the  rates  for  a  comparable  population.  If 
parenting  skills  have  an  impact  on  the  incidence  of  substance  abuse  precursors  and  gateway  drug  use,  then  the 
results  from  these  programs  can  be  widely  disseminated  to  the  prevention  field. 

The  most  appropriate  developmental  age  at  which  prevention  interventions  are  employed  with  best  success  is  still 
not  clear.  CSAP  will  also  support  new  substance  abuse  prevention  multi-site  studies  designed  to  generate 
empirical  knowledge  about  effective  approaches  for  changing  the  developmental  trajectory  of  youth  at  risk  for 
substance  abuse.  Individual  research  sites  will  study  interventions  targeted  at  certain  known  predictor  variables 
or  markers,  at  defined  developmental  stages. 

Emerging  Issues 

Another  new  Knowledge  Development  and  Application  category  for  1 997  is  that  of  Emerging  Issues.  It  arises 
from  a  recognition  that  newly-developing  problems  in  the  mental  health  and  substance  abuse  fields  must  be 
examined  and  understood  quickly  in  order  to  develop  an  effective  national  response.  Projects  may  vary  somewhat 
in  implementation  as  new  information  is  uncovered;  new  projects  may  need  to  be  initiated  during  a  given  fiscal 
year  as  unanticipated  problems  arise. 
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Another  emerging  issue  concerns  the  potential  that  managed  care  will  return  mental  health  service  provision 
to  an  acute  care/medical  model.  Such  a  model  de-emphasizes  the  importance  of  support  services  such  as 
housing  in  the  stabilization  and  recovery  of  persons  with  serious  mental  illness.  CMHS  will  initiate  a 
knowledge  development  activity  on  housing  that  takes  advantage  of  naturally-occurring  experiments  within 
States.  Specifically,  as  States  evolve  away  from  housing  models  designed  from  a  more  traditional  provider- 
driven  perspective  such  as  group  homes  and  congregate  living  environments  to  models  which  approximate 
normalization  (i.e.,  independent,  scattered,  supported  and  consumer-chosen),  CMHS  will  have  the  opportunity 
to  examine  which  of  these  housing  interventions  produces  superior  results  when  compared  on  such  dimensions 
as  incidents  of  homelessness,  increased  consumer/family  satisfaction,  lowered  service  use,  increased  stability, 
and  reduced  costs.  Dissemination  efforts  will  assist  local  and  State  providers  in  selecting  the  most  effective 
housing  models  and  to  negotiate  within  managed  care  plans  to  secure  attention  for  the  positive  contribution 
which  housing  makes  to  improved  outcomes  and  lowered  costs. 

Recent  evidence  indicates  that  the  abuse  of  marijuana  is  growing  steadily  in  the  country.  It  is  the  most  commonly 
used  illicit  drug  and  according  to  the  1994  National  Household  Survey,  nearly  5%  of  the  population,  about  ten 
million  people,  reported  use  of  marijuana  in  the  month  prior  to  interview.  In  addition,  data  from  the  Monitoring 
the  Future  Study  (1993)  indicate  that  among  high  school  students  marijuana  is  again  rising  after  a  slow  and  steady 
decline.  Two  recently  completed  studies  (both  utilizing  current  data)  of  publicly  funded  drug  treatment  programs, 
the  Drug  Abuse  Outcome  Study  (DATOS)  and  National  Treatment  Improvement  Evaluation  Study  (NTIES), 
found  that  a  surprisingly  large  percentage  of  admissions  to  treatment  reported  the  primary  drug  problem  for  which 
they  sought  treatment  was  marijuana  or  marijuana  in  combination  with  alcohol. 

In  1996,  CSAT  will  initiate  work  on  this  emerging  problem  by  supporting  a  multisite  study  of  the  effectiveness 
of  brief  treatment  interventions  for  marijuana  dependency  which  focus  on  providing  treatment  in  the  least 
restrictive  and  most  cost-effective  setting.  Building  on  that  which  is  learned  in  the  first  year  of  this  activity, 
CSAT  will  expand  activities  in  1997  in  an  effort  to  determine  the  most  effective  treatment  interventions  across 
the  population  spectrum.  CSAP  will  follow  with  a  public  education  campaign  to  help  precipitate  a  national 
response  and  help  stem  the  increase  in  marijuana  use. 

Another  emerging  substance  of  abuse  is  methamphetamine.  Methamphetamine  abuse  is  exhibiting  a  considerable 
resurgence  across  the  country.  Data  sources  have  been  examined  and  concern  has  been  raised  that  this  renewed 
popularity  might  augur  a  full  blown  epidemic.  CSAT  has  already  taken  steps  to  assist  the  field  in  meeting  the 
rapidly  emerging  needs  of  the  treatment  population  affected  in  this  regard.  In  March,  1 996,  CSAT  commissioned 
a  state-of-the-art  literature  review.  This  review  focuses  on  the  prevention,  treatment  and  long  term  sequelae  of 
methamphetamine  abuse,  with  particular  attention  to  neurobiology  and  behavioral  aspects  such  as  persistent 
psychosis.  In  June,  19%,  SAMHSA,  in  collaboration  with  the  College  on  Problems  of  Drug  Dependency,  plans 
to  convene  a  panel  of  national  experts  to  review  the  existing  literature  and  current  research  and  provide 
recommendations  for  a  demonstration  exploring  the  approaches  best  suited  to  treating  methamphetamine  cases. 
To  assist  in  the  containment  of  the  spread  of  methamphetamine,  SAMHSA  will  utilize  the  recommendations  from 
the  panel  of  experts  as  the  basis  for  expanding  work  in  this  area  in  1997.  Based  upon  findings  from  the 
Consensus  Conference,  CSAP  will  initiate  a  public  education  campaign  in  order  to  quickly  provide  information 
to  the  nation  on  prevention,  treatment,  and  mental  health  issues  related  to  this  drug. 

While  the  problem  of  HTV/AIDS  is  well  known,  the  ramifications  of  the  disease  for  the  mentally  ill  and 
substance  abusers  is  still  considered  an  emerging  issue  of  concern.  SAMHSA  will  continue  to  support 
activities  in  both  19%  and  1997  to  better  understand  the  impact  of  HIV/ AIDS  on  these  populations  and  to 
translate  this  knowledge  into  effective  treatment  and  prevention  practices.  A  variety  of  approaches  will 
continue  to  be  explored  -  how  best  to  educate  service  providers,  how  to  address  family  issues,  the  interruption 
of  HTV/AIDS  transmission,  and  how  to  maximize  client  retention  in  substance  abuse  treatment,  to  name  a  few. 
It  is  estimated  that  $15  million  will  be  spent  on  HIV/ AIDS  activities  in  1997. 
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The  mental  health  HTV/ AIDS  demonstrations  address  the  needs  of  individuals,  their  families  and  others  who 
experience  severe  psychological  distress  as  a  result  of  being  told  they  are  HIV  positive  and  who  experience 
the  possible  psychological  and  neuropsychiatric  sequelae  associated  with  HIV/ AIDS.  These  demonstrations 
identify  workable  models  to  promote  new  methods  and  organization  structures  for  State  and  community 
services  systems.  The  demonstrations  also  examine  vital  services  to  populations  in  need,  such  as  seriously 
mentally  ill  individuals,  homeless  individuals  and  families,  minority  communities,  rural  residents,  and  children 
and  adolescents.  The  results  of  our  demonstrations  will  be  communicated  to  the  practitioner  community  in 
various  ways,  including  through  the  HTV/ AIDS  Mental  Health  Care  Provider  Education  program.  This 
program  is  based  on  the  premise  that  education  and  prevention  are  highly  effective  methods  for  responding 
to  this  health  problem. 

The  demonstration  programs  that  focus  on  Community  Based  Outreach  and  Intervention  for  HIV/AIDS  and 
Related  Diseases  Among  Substance  Abusers,  one  of  SAMHSA's  newest  programs,  has  rendered  preliminary 
program  data  indicating:  1)  the  use  of  mobile  vans  for  outreach  more  than  doubles  the  percentage  of  clients  tested 
for  HIV,  although  the  use  of  mobile  vans  does  not  significantly  increase  the  cost  of  a  project,  2)  outreach 
combined  with  substance  abuse  treatment  results  in  far  greater  rates  of  abstinence  than  does  outreach  alone  and 
86%  of  the  clients  who  receive  both  types  of  services  report  reducing  or  stopping  their  drug  use. 

The  CSAT  Outreach  Program  builds  on  the  National  AIDS  Demonstration  Research  (NADR)  projects  to 
reduce  the  risk  of  transmission  of  HIV  among  high  risk  substance  abusers  and  hard-to-reach  injecting  drug 
users  (IUDs)  and  their  sex  or  needle  sharing  partners.  The  National  Evaluation  Data  and  Technical  Assistance 
Center  (NEDTAC)  reported  that  the  rate  at  which  clients  entered  treatment  through  Outreach  projects  varied 
from  55  percent  to  75  percent  These  demonstration  projects  can  be  replicated,  improved  upon,  and  designed 
for  a  managed  care  environment  and  present  more  possibilities  for  effective  treatment.  CSAT  will  continue 
to  effectively  monitor  clients'  entry  into  treatment,  their  recovery,  and  follow-up  through  the  cross-site 
evaluation. 

The  program  for  Linking  Community-Based  Primary  Care,  Substance  Abuse,  HIV/ AIDS  and  Mental  Health 
Treatment  Services,  now  in  its  third  year  of  funding,  has  rendered  preliminary  outcomes  indicating  that  the 
program  has  successfully  reduced  alcohol  and  drug  use;  reduced  morbidity  and  mortality  associated  with  HIV. 
TB,  and  sexually  transmitted  diseases;  decreased  criminal  involvement;  improved  mental  health;  enhanced  socio- 
economic and  living  conditions;  and  maximized  client  retention  in  substance  abuse  treatment 

Co-Occurring  Disorders 

The  National  Comorbidity  Survey  estimates  that  in  a  year,  7.6  to  9.9  million  Americans  suffer  from  co-occurring 
disorders.  This  represents  an  incredibly  large  percentage  of  the  nation's  citizens,  and  thus  one  of  SAMHSA's 
highest  priority  target  populations.  People  with  co-occurring  disorders  can  be  very  difficult  to  treat,  with  chronic 
and  severe  medical,  social,  and  emotional  problems  and  particular  vulnerability  to  relapse.  Chronically  mentally 
ill  young  adults  with  alcohol  and  drug  abuse  problems  have  a  psychiatric  hospital  rate  that  was  2-1/2  times 
greater  than  a  group  with  similar  diagnoses,  but  who  did  not  abuse  alcohol  and  drugs. 

The  survey  highlights  the  time  differences  between  the  co-occurring  disorders,  showing  that  89  percent  of  persons 
ages  15  to  54  with  co-occurring  disorders  were  first  diagnosed  with  a  mental  illness.  The  Comorbidity  study 
states  that,  generally,  mental  illness  first  affects  persons  with  later  co-occurring  disorders  in  their  early  to  mid- 
teens,  with  the  substance  abuse  disorder  following  an  average  of  6  years  later.  This  window  provides  an 
outstanding  opportunity  to  introduce  a  substance  abuse  prevention  program  after  the  diagnosis  of  mental  disorder. 

In  1997,  CSAP's  knowledge  development  efforts  in  the  area  of  co-occurring  disorders  will  attempt  to  develop 
effective  prevention  protocols  for  the  population  of  young  people  with  mental  disorders.  There  are  significant 
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questions  concerning  which  prevention  strategies  are  most  effective  with  which  disorders,  and  whether  different 
strategies  are  drug-specific  with  this  population.  Evaluation  studies  will  employ  control  groups  to  measure  and 
document  the  changing  incidence  of  alcohol  and  drug  abuse  among  youth  with  mental  disorders,  hopefully  leading 
to  targeted  protocols. 

A  large  number  of  the  people  coming  into  contact  with  the  criminal  justice  system  and  needing  treatment  for 
substance  abuse  also  have  co-occurring  mental  disorders.  When  such  individuals  are  released  to  the  community, 
either  prior  to  trial  or  probation,  they  may  receive  some  monitoring  of  their  drug  use,  but  rarely  is  any  effort  made 
to  assess  their  mental  health  status  or  to  assure  that  mental  health  problems  are  treated.  By  providing  combined 
court-ordered  probationary  supervision,  appropriate  diagnosis,  and  treatment  for  mental  health  and  substance 
abuse  disorders,  outcomes  might  be  improved  with  regard  to  substance  abuse,  crime  and  violence.  In  1 997  CSAT 
will  test  the  cost-effectiveness  and  outcomes  of  the  provision  of  these  services  in  a  combined  effort  with  CMHS 

Criminal  Justice 

A  very  large  percentage  of  those  involved  in  some  way  with  criminal  justice  systems  either  have  a  mental  illness, 
abuse  drugs  or  alcohol,  or  have  co-occurring  disorders.  Those  individuals  who  have  exhibited  criminal  activity 
pose  multiple  threats  to  society.  Their  association  with  the  criminal  justice  system  affords  SAMHSA  a  particular 
opportunity  to  better  understand  prevention  and  treatment  practice  in  this  setting. 

In  1997,  Cl/HS  and  CSAT  will  collaborate  on  a  project  to  document  and  evaluate  innovative  jail  diversion 
programs  for  adults  with  mental  health  and  substance  use  problems.  The  project  will  identify  programs  that 
succeed  in  supporting  care  and  treatment  for  mentally  ill  persons  in  therapeutic  versus  correctional  environments. 

Since  1993,  CSAT  has  funded  a  project  for  drug  felons  arrested  and  detained  in  the  District  of  Columbia.  This 
project  has  shown  that:  1)  the  culture  of  the  court  can  be  changed  significantly  to  accommodate  treatment  needs 
of  felony  drug  defendants;  2)  a  management  information  system  (now  ready  for  export  to  a  variety  of  platforms) 
can  support  the  detection  of  relapse  and  contribute  significantly  to  the  information  available  to  judges  and 
defendants;  and  3)  there  is  a  willingness  in  the  criminal  justice  field  to  explore  alternatives  to  incarceration  and 
diversion  into  treatment  The  system  has  shown  significantly  positive  results.  CSAT  now  intends  to  replicate 
the  drug  court  project  in  other  cities  with  different  criminal  justice  populations,  using  knowledge  gained  from  the 
D.C.  demonstration  project,  in  order  to  hone  and  sharpen  the  concept  and  determine  the  degree  to  which  it  can 
be  successful  elsewhere. 

For  five  years,  CSAT  has  supported  and  evaluated  a  low-intensity  drug  treatment  program  for  Job  Corps  youth 
identified  as  having  substance  abuse  problems  when  entering  the  Job  Corps.  The  CSAT-control  study 
demonstrated  strong  positive  treatment  results  for  the  duration  of  the  student's  stay  in  Job  Corps.  Longer  term 
results,  with  respect  to  drug  and  alcohol  use  and  employment,  were  disappointing.  Given  that  low-intensity 
treatment  has  not  been  associated  with  positive  long  term  results  for  this  population,  CSAT  plans  to  conduct  a 
study  in  1997  of  a  high-intensity  Job  Corps  treatment  component  The  outcome  of  this  type  of  study  will 
substantially  benefit  the  field  in  addressing  the  needs  of  addicted  youth. 

Changing  Systems  and  Practice 

The  1997  request  recognizes  that  new  knowledge  cannot  be  effective  unless  it  is  received  by  those  who  need  it, 
in  a  form  that  is  useful  to  them.  In  the  past,  this  transfer  of  knowledge  has  been  conducted  through  paper  and 
electronic  media,  as  well  as  technical  assistance  and  training  activities.  However,  transmission  of  effective 
practices  may  be  insufficient  to  encourage  service  providers  to  change  their  practices.  This  activity  is  dedicated 
to  developing  a  more  comprehensive  program  which  will  actively  ensure  that  best  practices  are  employed 
throughout  the  country. 
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While  considerable  new  efforts  will  be  undertaken  under  this  subprogram,  some  important  S  AMHS  A  knowledge 
dissemination  resources  will  be  maintained  through  continuation  support  in  1997.  These  include,  for  example, 
the  National  Clearinghouse  for  Alcohol  and  Drug  Information,  the  mental  health  Knowledge  Exchange  Network 
(KEN),  and  a  number  of  other  information  development  and  communication  activities.  They  will  remain  a  core 
element  of  S AMHS A's  effort,  however,  they  will  not  necessarily  be  considered  an  end  point  in  the  knowledge 
transfer  process.  An  effective  strategy  will  require  the  coordinated  interaction  of  a  variety  of  communication  and 
technical  assistance  activities,  working  together  to  effect  change  at  the  point  of  service  delivery. 

In  1997,  CMHS  will  expand  the  capacity  of  the  existing  KEN  to  include  direct  advertising  and  distribution  of 
materials  and  delivering  a  variety  of  technical  assistance  strategies  "on-demand".  Priority  will  be  given  to 
cataloguing  best  practices  through  the  development  of  models,  "tool  kits",  and  descriptions  of  active,  successful 
programs  throughout  the  country  that  can  be  replicated  in  other  communities.  This  transfer  of  knowledge  will 
occur  not  simply  through  paper  and  electronic  mechanisms.  It  will  involve  on-site  partnering  and  collaborating 
with  an  array  of  policy  makers  and  service  providers  to  ensure  that  the  organization  and  delivery  of  mental  health 
systems  is  provided  in  a  coordinated,  cost  effective  and  consumer-oriented  manner.  KEN  will  be  used  to  actively 
promote  the  value  of  exchanging  information  by  active  consensus  building  among  stakeholders.  KEN  will 
support  both  synthesis  and  marketing  of  best  practices. 

Through  expanded  knowledge  exchange  capacity,  CMHS  will  employ  "social  marketing"  and  the  media  to 
increase  public  awareness  and  stimulate  preventive  services  regarding  mental  illness.  These  activities  would  help 
formulate  setting  the  Agency  agendas  and  shaping  the  debate  in  order  to  advance  the  policy  of  access  to  mental 
health  services  and  parity  with  physical  health. 

CMHS-supported  grant  programs,  most  notably  Children  and  Adolescent  Service  System  Program  (CASSP), 
have  demonstrated  that  family  involvement  in  service  delivery  planning  and  implementation  and  supported 
involvement  of  families  in  the  treatment  of  mentally  ill  family  members  improves  treatment  outcomes  and 
contributes  to  family  stability.  CMHS  will  target  further  development  of  effective  networks  specifically  to  those 
communities  where  the  Children  Services  Grant  Program  (now  22  communities)  grantees  are  situated.  This  added 
""ph**""  will  extend  family  networking.  CMHS  has  also  worked  with  States  over  the  last  few  years  to  develop 
self  and  mutual  help  efforts  to  benefit  both  consumers  of  mental  health  services  and  their  families.  This  initiative 
would  synthesize  learning  form  the  Community  Support  Program  (CSP)  State  Systems  Improvement  programs 
and  begin  dissemination  to  the  mental  health  field  of  effective  self  and  mutual  help  programs.  In  addition, 
resources  will  be  used  to  work  with  specific  States  and  communities  on  systems  change  issue  regarding  quality 
of  life  and  the  potential  of  recovery  for  consumers. 

CMHS  will  also  explore  a  variety  of  new  technologies  for  reaching  out  to  and  directly  engaging  customers  -  both 
providers  and  consumers  -  in  the  dialogue  about  best  practices  and  replication  strategies.  CMHS  will  work  to 
listen  carefully  for  customer  needs  for  information  that  supports  rather  then  inhibits  informed  choice  about  the 
adoption  of  new,  more  effective,  approaches.  For  example,  consensus  building  will  be  practiced  by  creating 
numerous  State  level  forums  wherein  newly  described  best  practices  can  be  shared  and  their  usefulness  debated. 
These  forums  will  generate  interest  and  support  for  change  among  colleagues  in  the  field.  Peer  support  for 
change  will  be  one  of  the  most  potent  tools  employed  to  achieve  results  through  federal  leadership. 

To  further  support  adoption  of  best  practices  and  new  approaches  in  the  States,  CMHS  will  develop  a  new, 
targeted  grant  program  that  encourages  States  and  local  communities  to  bold  their  own  dialogues  about  best 
practices  and  to  try  out  new  knowledge-based  approaches  that  have  been  shown  in  other  settings  to  produce 
results.  These  grants  will  provide  flexible  funds  for  discussions,  training  and  other  activities  necessary  to  reach 
local  consensus  and  to  plan  for  implementation  of  selected  new  approaches.  The  States/local  communities  would 
be  expected  to  provide  the  actual  service  funding  from  their  Performance  Partnership  Grants  or  other  sources 
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In  the  substance  abuse  area,  there  is  a  critical  need  for  transferring  the  knowledge  and  information  on  substance 
abuse  prevention.  Programs  and  practices  that  have  been  successfully  used  by  one  organization  or  in  one 
community  often  fail  to  reach  others  that  could  also  benefit.  While  a  great  deal  of  information  is  available  on 
ways  to  improve  substance  abuse  practices  and  services,  much  of  this  information  is  scattered  and  not  always 
readily  accessible.  Over  the  past  years  CSAP  has  implemented  several  knowledge  dissemination  efforts,  most 
notably,  the  National  Clearinghouse  for  Alcohol  and  Drug  Information  and  the  Regional  Alcohol  and  Drug 
Awareness  Resource  (RADAR)  networks.  While  these  systems  work  to  make  the  information  available  to  States, 
communities,  and  the  public,  CSAP  now  needs  to  move  beyond  the  initial  dissemination  efforts  into  a  more 
structured  diffusion  and  application  system. 

To  accomplish  this,  CSAP  will  implement  a  regional  dissemination/diffusion  initiative  in  1997.  Each  region 
would  have  a  central  repository  of  all  available  information  on  successful  programs  and  strategies  as  well  as 
policies  and  service  delivery  issues  that  are  particular  to  that  region.  The  regional  dissemination  effort  would 
coordinate  provision  of  technical  assistance  and  skill-building  activities  to  help  the  regions/States/  communities 
utilize,  or  apply,  findings  or  other  information.  This  effort  would  allow  for  quick  responses  to  regional  or  State 
needs  in  order  to  quickly  address  emerging  issues.  For  example,  should  the  Midwest  region  identify  a  critical 
issue  with  methamphetamines,  the  regional  dissemination  initiative  would  allow  for  a  rapid  targeted  response. 
Further,  ongoing  public  education  efforts  designed  to  build  understanding  of  the  substance  abuse  problems  and 
how  communities  and  individuals  can  take  action  will  be  strengthened  and  targeted. 

A  third  component  of  this  systematic  approach  is  to  improve  prevention  planning  and  services  delivery  at  the 
community  level  by  strengthening  State  prevention  networks.  CSAP  has,  over  time,  assiduously  built  networks 
of  its  grantee  community-based  organizations,  the  result  has  been  pockets  of  success  throughout  the  States  and 
die  country.  There  is  now  a  need  to  bring  the  existing  systems  together  in  a  more  integrated  and  comprehensive 
manner  in  order  to  improve  local  substance  abuse  prevention  services  delivery  systems. 

The  1997  request  would  support  State-wide  prevention  networks  that  would  be  responsible  for  linking  all  local 
and  regional  prevention  services,  as  well  as  the  targeted  transfer  of  prevention  knowledge/findings  at  these 
practice  levels.  The  previously  discussed  regional  dissemination  initiative  would  serve  as  a  major  resource  for 
this  linkage  effort  by  providing  information  on  program  findings,  effective  strategies  or  other  prevention  services, 
and  helping  these  networks  to  incorporate  and  apply  this  information.  It  is  also  anticipated  that  this 
diffusion/systems  change  effort  will  support  the  proposed  Performance  Partnership  Grants,  since  States  within 
a  region  will  have  commonality  with  regard  to  their  core  and  specific  performance  objectives  and  the  methods 
to  achieve  these. 

CS AT  findings  are  also  being  compiled  and  organized  to  provide  the  Geld  with  useful  information  derived  from 
field  experience.  In  many  cases  this  has  already  occurred  through  the  replication  of  programs.  CSAT's  Criminal 
Justice  program  has  been  the  source  of  several  successful  treatment  initiatives.  Treatment  Alternatives  to  Street 
Crime  (TASC)  projects  in  Alabama  and  Colorado  have  diverted  individuals  from  the  criminal  justice  system  and 
into  treatment  and  report  very  low  rearrest  rates  of  3%  and  2%,  respectively.  TASC  projects  are  located  in  cities 
throughout  die  country.  A  model  "treatment  prison"  was  developed  to  address  the  large  numbers  of  incarcerated 
drug  offenders  while  ensuring  treatment  quality.  This  model  project  provides  an  eight-week  treatment  program 
and  has  a  retention  rate  of  more  than  95%  with  only  4%  of  program  graduates  on  parole  facing  new  charges.  The 
"treatment  prison"  model  has  been  replicated  in  several  other  States. 

CSAT  is  presently  working  on  synthesizing  information  from  many  of  its  first  demonstration  programs.  As  an 
example,  the  National  Treatment  Improvement  Evaluation  Study  (NTIES)  conducted  by  CSAT  has  shown  that 
AIDS  outreach  services  based  in  substance  abuse  treatment  organizations  show  a  higher  rate  of  entry  into 
treatment  than  those  based  outside  treatment  organizations  (47%  versus  28%).  Preliminary  data  from  NTIES 
also  show  that  employment  rates  increased  following  treatment.  Approximately  20.5%  of  those  interviewed  at 
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intake  were  employed,  compared  to  39.7%  employed  at  followup  (approximately  12  months  after  treatment 
termination). 

CSAT  will  take  these  and  similar  findings  as  well  as  case  examples  and  disseminate  that  information  to  the  field 
through  dissemination  conferences  and  the  expansion  of  existing  electronic  communication  outlets.  As  with 
synthesis  of  the  information,  the  dissemination  process  has  begun.  CSAT  has  published  several  manuals 
resulting  from  the  knowledge  gleaned  from  past  demonstrations.  These  include  The  Target  Cities  Program: 
Partnerships  to  Increase  Availability  of  and  Access  to  Alcohol  and  Other  Drug  Treatment,  Substance  Abuse 
Treatment  for  Incarcerated  Women  -  A  Report  on  Practices  of  Selected  CSAT  Grantees,  and  Addiction 
Counselor  Competencies.  These  and  other  publications  and  monographs  are  available  through  sources  including 
CSAT  and  the  National  Clearinghouse  for  Alcohol  and  Drug  Information. 

In  FY  1997  CSAT  will  continue  synthesis  and  dissemination  efforts,  further  expanding  the  knowledge  base 
available  for  the  field.  CSAT  will  then  assist  in  the  actual  transfer  of  that  knowledge  into  practical  application. 
It  is  from  the  practical  use  of  new  applications  that  understanding  is  achieved  with  regard  to  success,  need  for 
further  refinement,  or  failure  of  a  concept  or  practice.  It  is  also  from  the  application  process  that  new  questions 
and  new  methods  emerge  and  the  cycle  of  knowledge  development,  transfer  and  application  begins  anew. 

One  such  test  relates  to  opiod  maintenance  treatments  such  as  methadone.  Opiod  maintenance  treatments  have 
been  shown  to  be  effective  in  reducing  heroin  use,  needle  sharing,  crime  and  health  problems.  Nevertheless,  at 
any  given  time  only  a  modest  portion  of  heroin  addicts  are  actively  in  treatment  in  such  programs.  Not  all  addicts 
have  access  to  this  treatment  because  the  programs  are  too  distant  or  are  at  maximum  capacity.  Others  have 
entered  such  programs  only  to  drop  out,  often  because  of  the  burden  of  returning  to  a  clinic  for  medication  several 
times  a  week.  In  late  FY  199S,  CSAT  entered  into  collaborations  with  the  National  Institute  on  Drug  Abuse  and 
the  Department  of  Veterans  Affairs  to  test  the  feasibility  of  custom  designed  software  that  links  a  licensed  and 
approved  methadone  program  with  one  or  two  community-based  physicians  and  two  community  pharmacies. 
The  software  to  be  designed  will  allow  selected  patients  at  an  approved  program  to  pick  up  methadone  at  either 
of  the  two  pharmacies  closer  to  their  homes  and  will  permit  the  affiliate  physicians  to  interact  with  the  patient 
and  adjust  the  medication.  Based  on  the  outcomes  of  the  pilot  study  (preliminary  data  will  be  available  in 
September,  19%),  in  FY  1997  CSAT  will  conduct  a  study  on  the  utilization  of  the  computer  software  in  a  variety 
of  settings  (i.e.  urban  and  rural). 

A  second  application  test  in  1997  will  be  the  provision  of  primary  care  screening  and  brief  interventions  It  is 
essential  that  primary  care  providers  have  the  capacity  to  detect,  diagnose,  and  refer  to  treatment  individuals  with 
primary  care  complaints  who  have  a  substance  abuse  disorder.  A  new  activity  will  be  the  provision  and 
evaluation  of  alcohol  and  other  drug  screening  and  brief  intervention  services  in  primary  care  settings  such  as 
Federally  Qualified  Health  Centers,  community  health  clinics,  school  health  clinics  and  primary  care  networks. 
The  program  will  address  the  following  questions:  1)  do  screening  and  brief  intervention  services  prevent 
progression  to  serious  addiction  in  those  with  mild  or  moderate  alcohol  and  other  drug  disorders;  and  2)  what 
effects  do  screening  and  brief  intervention  have  on  the  costs  and  outcomes  of  substance  abuse  treatment 

A  different  area  of  knowledge  application  which  CSAT  will  pursue  in  1997  is  the  translation  of  new  management 
technology  to  community-based  organizations.  In  the  field  of  health  care  delivery  in  general,  there  has  been  an 
explosive  expansion  in  the  use  of  computers  and  management  information  systems  to  increase  efficiency  in  the 
delivery  of  care  and  to  monitor  treatment  outcomes.  This  technological  advance  has  become  a  major  topic  of 
interest  in  the  context  of  managed  care  and  its  relationship  to  providers  of  mental  health  and  substance  abuse 
treatment  To  control  costs  and  determine  treatment  outcome  and  patient  satisfaction,  managed  care 
organizations  have  invested  in  computer-based  management  information  systems  with  which  they  capture 
relevant  data.  Some  have  already  embarked  on  the  second  stage  of  this  effort,  which  is  to  use  patient  outcome 
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data  to  identify  both  outstanding  and  substandard  treatment  providers  and  to  rewrite  service  contracts 
accordingly. 

Because  of  the  technological,  philosophical,  financial,  and  (in  some  cases)  legal  barriers,  the  large  bulk  of  public 
service  providers  (community-based  organizations)  have  not  accepted  the  necessity  for  new  management 
technology.  For  several  years  there  have  been  computer  based  programs  available  that  assist  in  obtaining 
standardized  intake  assessments  and  incorporating  data  into  clinical  management  databases,  however,  the  use 
of  such  systems  has  not  penetrated  the  public  treatment  service  sector  to  any  great  degree.  Fiscal  pressures  now 
make  adoption  of  computer  based  management  information  systems  a  pressing  necessity. 

In  1997,  CSAT  will  examine  how  the  introduction  of  this  technology  for  assessment,  process,  and  outcome 
measurements  will  alter  the  costs  and  effectiveness  of  treatment  in  community-based  organizations;  what  impact 
will  it  have  on  the  type  of  personnel  now  working  in  the  programs  and  on  the  qualifications  expected  of  those 
recruited  in  the  future;  and  what  training  may  be  needed  to  allow  current  treatment  and  management  personnel 
to  compete  for  treatment  contracts  in  a  new  and  very  competitive  health  care  marketplace.  This  work  will 
ultimately  translate  into  more  modem,  cost-effective  management  practices  at  the  provider  level. 

Standards  and  Guidelines 

As  more  knowledge  has  been  gained  over  the  years,  SAMHSA  has  expanded  its  capability  to  develop  and 
disseminate  practice  guidelines.  Although  as  described  above,  followup  has  not  always  ensued  to  ensure  their 
adoption,  the  fact  that  the  federal  government  has  been  able  to  disseminate  uniform  guidelines  has  been  well- 
received  in  the  various  fields.  The  SAMHSA  guidelines,  while  not  mandatory  in  any  sense,  have  served  to 
strengthen  SAMHSA's  expertise  and  national  leadership  position.  This  area  is  one  in  which  SAMHSA  envisions 
a  strong  and  expanding  future  role. 

Standards  of  care  and  guidelines  are  critical  to  holding  health  care  providers  and  purchasers  accountable  for 
consumer  access  to  quality  services.  The  case  for  practice  guidelines  is  particularly  compelling  because 
ineffective  treatment  can  be  a  significant  contributor  to  health  care  costs  and  the  differing  outcomes  experienced 
by  consumers.  This  will  become  even  more  important  as  we  shift  into  greater  use  of  managed  care.  SAMHSA 
develops  and  publishes  standard  protocols  and  guidelines  through  consensus  building  with  key  stakeholders  to 
determine  what  are  the  most  appropriate  prevention  and  treatment  programs  and  services. 

SAMHSA  and  its  partners  have  developed  principles  for  consumer  outcomes  assessment,  or  "report  cards." 
These  principles  will  be  developed  into  indicators  of  how  well  a  health  care  plan  is  providing  services  from  the 
consumer  point  of  view.  Since  States  and  private  managed  care  organizations  are  mvolved  in  this  process,  they 
will  be  able  to  incorporate  consumer-based  measures  into  State  contracts  with  private  providers  for  care  of 
publicly-funded  consumers.  This  initiative  represents  one  way  in  which  SAMHSA  is  involving  consumers, 
especially  self-help  groups,  in  influencing  the  standard-setting  process. 

Using  new  and  already  well  understood  knowledge  about  effective  service  delivery,  CMHS  will  in  1997  initiate 
a  formal  process  of  developing  guidelines  for  use  by  managed  care  firms  and  others  involved  in  providing  services 
to  individuals  with  mental  illnesses.  The  end  result  will  be  clear  blueprints  for  action  that  can  be  adopted  in 
communities  throughout  America  and  implemented  with  the  confidence  that  they  work  and  that  they  are  cost- 
effective. 

Through  an  evidence-based  methodology,  primarily  supported  through  the  Performance  Partnership  set-aside, 
field  researchers,  providers  and  CSAP  are  developing  guidelines  called  Prevention  Enhancement  Protocols 
(PEPS)  that  will  improve  the  level  of  prevention  practices  in  the  States.  These  new  guidelines  provide  synthesis 
of  the  best  science  to  assist  States  and  community-based  organizations  to  design  and  plan  cost  effective  programs 
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and  target  most  appropriate  resources  for  their  prevention  efforts  While  PEPS  are  not  prescriptive,  they  are  field 
tested  prevention  strategies  that  offer  valid  choices  for  improving  the  effectiveness  of  States'  programs  and 
strategies  thereby  improving  their  cost-effectiveness.  Protocols  have  already  been  developed  for  reducing  tobacco 
use  among  youth.  Two  other  guidelines  in  process  are  on  community-based  approaches  to  prevent  problems 
related  to  alcohol  availability  and  on  Family  based  interventions  for  reducing  substance  abuse. 

The  CSAT  Treatment  Improvement  Protocols  (TIPs)  are  the  foundation  for  ensuring  that  new  approaches  to 
substance  abuse  treatment  are  equitable  and  effective.  In  1995,  CSAT  published  in  its  TIP  series,  "Role  and 
Status  of  Patient  Placement  Criteria  in  the  Treatment  of  Substance  Use  Disorders."  This  is  a  guide  to  the  States 
on  the  nature,  benefits,  and  development  of  patient  placement  criteria,  and  a  "how  to"  guide  including 
recommendations  for  the  characteristics  of  uniform  patient  placement  criteria.  This  TIP  presents  a  critique  and 
an  analysis  of  the  strengths  and  weaknesses  of  existing  criteria  and  further  recommends  the  development  of 
consensus-based  national  criteria,  called  Uniform  Patient  Placement  Criteria  (UPPC),  and  describes  a  model 
which  presents  the  role  of  UPPC  in  research  on  assessment,  treatment  and  outcomes. 

In  FY  19%,  CSAT  will  develop  four  new  TIPs.  The  first  two  topics  are  AOD  Screening.  Intervention,  Referral 
and  Followup  in  the  Primary  Care  Setting  and  Substance  Abuse  and  Domestic  Violence:  Implications  for 
Treatment  Services.  In  addition,  the  following  topics  are  under  development:  Brief  Intervention  Protocols  for 
Alcohol  and  Other  Drug  Abuse;  Substance  Abuse  Treatment  Service  for  Homeless  Individuals;  Treating  Alcohol 
and  Other  Drug  Abuse  Among  the  Elderly;  Medications  to  Treat  Alcoholism  and  Co-Morbidity;  Cognitive  and 
Behavioral  Strategies  for  AOD  Treatment;  and,  Delivery  of  Substance  Abuse  Treatment  Services  in  Rural 
Settings.  New  TIPs  will  be  simultaneously  published  by  the  Government  Printing  Office  and  made 
electronically  available  at  the  Internet  site  of  both  SAMHSA  and  the  National  Library  of  Medicine's  Health 
Services/Technology  Assessment  Text  resource. 

The  TIPs  have  been  widely  distributed  and  demand  from  the  field  continues  to  be  intense,  with  as  many  as 
8,000  copies  of  some  issues  already  distributed.  In  FY  1997  CSAT  will  begin  evaluating  their  effectiveness 
as  they  are  implemented  and  applied  in  actual  treatment  settings.  CSAT  will  also  continue  work  on  standards 
of  care  on  topics  ranging  from  assessment,  continuing  stay  and  discharge  protocols,  to  licensing  and 
certification  model  standards. 

In  1997,  CSAT  will  assume  the  lead  Federal  role  for  methadone  treatment  policy  oversight  and  guidelines. 
This  function  was  transferred  from  the  Food  and  Drug  Administration  based  on  a  recommendation  from  the 
Institute  of  Medicine  to  shift  from  a  regulatory  approach  to  practice  guidelines.  In  an  attempt  to  mainstream 
the  medical  treatment  of  narcotic  dependence,  CSAT  will  develop  program  accreditation  and  practitioner 
crederttialling  guidelines,  similar  to  those  mechanisms  currently  utilized  in  the  medical  and  health  arena  to  help 
ensure  that  professionally  derived  standards  of  care  are  maintained.  Reliance  on  accreditation  and  guidelines 
will  provide  methadone  treatment  programs  with  much  greater  flexibility,  and  allow  for  the  tailoring  of 
programs  to  fit  individual  community  circumstances. 

There  is  currently  a  great  deal  of  interest  in  specialized  training  for  various  practitioners  involved  in  providing 
substance  abuse  treatment  and  prevention,  and  in  developing  examinations  and  credenualling  procedures  to 
indicate  which  individuals  have  successfully  completed  such  training.  This  drive  for  more  formal  credentialing 
is  most  often  initialed  by  managed  care  organizations.  The  disciplines  impacted  by  these  interests  in  training 
include  substance  abuse  counselors,  psychologists,  social  workers,  nurses  and  physicians.  Insufficient  data 
is  available  on  what  kinds  of  outcomes  are  achieved  using  personnel  with  different  training  and  skills. 
Although  many  Federal  agencies  as  well  as  the  States  invest  considerably  in  training  efforts  each  year,  that 
investment  is  thus  made  with  no  empirical  basis  of  how  best  to  make  training  pay  off  in  terms  of  treatment 
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outcomes.  The  goal  of  a  new  1997  CSAT  activity  is  to  generate  knowledge  on  the  relationship  between 
training  and  treatment  outcome.  Information  developed  through  mis  effort  will  be  directly  relevant  to  any 
future  development  of  examinations  or  credentialling  procedures  for  substance  abuse  practitioners. 
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Children's  Mental  Health  Services  Program 

Authorizing  Legislation  -  Section  565  of  the  Public  Health  Service  Act  (Expired). 

FY  1995  FY  1996  FY  1997  Increase  or 

Actual Policy  1/  Estimate  Decrease 

EIE  EA   EEE  EA   ETE  BA   ETE  BA 

Total —      $59,958,000      —      $59,163,000      —      $59,958,000      —        +$795,000 

1997  Authorization: 

PHSA  Section  565  (f) Expired 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 

Purpose  and  Method  of  Operation    


In  the  United  States  alone,  approximately  14  to  20  percent  of  our  children  (or  8  to  13  million)  experience 
mental  and  emotional  disturbances.  Approximately  50%  or  3.5  million  of  this  group  have  serious  emotional 
disturbances.  These  are  persons  from  birth  to  age  18,  who  currently  or  at  any  time  during  the  past  year,  have 
had  a  diagnosable  mental,  behavioral,  or  emotional  disorder  of  sufficient  duration  to  meet  the  diagnostic 
criteria  specified  within  DSM-III-R,  that  resulted  in  functional  disturbances. 

The  Comprehensive  Community  Mental  Health  Services  for  Children  and  Adolescents  program  was  created 
in  October,  1992  by  the  ADAMHA  Reorganization  Act  and  implemented  in  FY  1993.  The  program 
encourages  the  development  of  intensive  community-based  services  based  on  a  multi-agency,  multi-disciplinary 
approach  involving  both  the  public  and  private  sectors. 

Grant  funds  are  available  to  States,  political  subdivisions  of  States,  and  Indian  tribes  or  tribal  organizations 
to  build  upon  previously  developed  infrastructure  and  provide  the  array  of  services  required  to  more  fully  meet 
the  needs  of  the  target  population.  Grants  are  limited  to  a  total  of  5  years. 

The  target  population  for  these  grants  is  children,  adolescents  and  their  families,  under  22  years  of  age,  with 
a  diagnosable  serious  emotional,  behavioral,  or  mental  disorder  accompanied  by  disability,  which  is  expected 
to  be  present  for  at  least  one  year  and  require  services  from  multiple  agencies.  The  goals  of  the  CMHS 
Comprehensive  Community  Mental  Health  Services  for  Children  and  Families  program  are  to: 

•  Expand  the  service  capacity  in  communities  that  have  developed  an  infrastructure  for  a  community- 
based,  interagency  approach  to  serving  children,  adolescents  and  their  families  in  the  target 
population. 

•  Provide  a  broad  array  of  mental  health  services  that  are  community-based,  family-centered  and 
tailored  to  meet  the  needs  of  the  child/adolescent  through  an  individualized  service  planning  process. 

•  Ensure  the  full  involvement  of  families  in  the  development  of  local  services  and  in  the  care  of  their 
children  and  adolescents. 
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Grantees  must  develop  sources  of  non-federal  matching  contributions.  Over  the  term  of  a  five-year  grant, 
these  matching  resources  must  increase  from  $1  for  each  $3  of  Federal  funds  to  $2  for  each  $1  of  Federal 
funds. 

Funded  service  systems  must  include  diagnosis  and  evaluation,  therapeutic  foster  care,  therapeutic  group  care, 
outpatient  counseling,  crisis  outreach  services,  intensive  home-based  services,  day-treatment  services, 
transitional  and  case  management  services,  and  respite  care.  Family  involvement  is  encouraged  in  the 
development  of  local  services  and  plans. 

Critical  to  the  success  of  this  program  is  an  extensive  technical  assistance  (TA)  effort  provided  by  our  TA 
Center,  known  as  The  National  Resource  Network  for  Child  and  Family  Mental  Health  Services,  which  uses 
cutting-edge  technologies  to  support  the  development  of  the  services  and  systems  of  the  22  grantee 
organizations.  Technical  assistance  is  broken  down  into  three  demographic  clusters:  urban,  rural-frontier,  and 
small  city/county.  A  Hub  Director  is  responsible  for  coordinating  all  TA  activities  within  each  grouping. 
During  the  first  year  of  operation,  over  175  technical  assistance  activities  were  reported.  Each  activity  was 
evaluated  as  to  its  quality  and  effectiveness  in  meeting  the  needs  of  the  grantee.  The  guiding  principle  for  the 
whole  operation  of  technical  support  is  one  of  a  mentoring  process  which  brings  nationally  recognized  experts 
to  those  sites  most  in  need  of  support  in  various  areas  of  implementing  a  system  of  care  for  children  and 
adolescents  with  or  at  risk  of  a  serious  emotional  disturbance  and  their  families. 

This  important  program  also  supports  "CARING  FOR  EVERY  CHILD'S  MENTAL  HEALTH:  Communities 
Together,"  a  four-year  campaign  designed  to  assist  the  grantees  with  public  education  and  awareness  efforts 
of  their  local  communities.  This  initiative  also  is  intended  to  promote  nation-wide  awareness  that  mental  health 
problems  among  children  are  real,  mat  these  problems  are  diagnosable  and  treatable,  and  that  help  is  available. 
Much  of  that  help  is  available  through  a  toll-free  call  to  the  CMHS  National  Mental  Health  Services 
Knowledge  Exchange  Network  (KEN).  KEN  provides  referrals  to  local  community  agencies  and  organizations 
that  can  help  children  and  families  receive  the  services  they  desperately  need.  It  also  has  many  useful 
publications  that  can  be  requested. 

The  statute  requires  an  extensive  evaluation  of  the  implementation  and  outcomes  of  this  service  program.  Data 
collection  is  being  done  by  the  individual  grantees  with  an  OMB-approved  set  of  measures  and  provided  to  an 
evaluation  contractor  for  analysis  and  feedback.  Because  the  concept  of  a  "system  of  care"  is  central  to  the 
program,  a  measure  of  the  extent  to  which  a  system  of  care  exists  in  a  specific  community  has  been  developed 
and  is  being  refined  and  used  as  part  of  this  evaluation.  This  measure  quantifies  the  level  of  development  that 
the  system  has  achieved  at  a  particular  point  in  time.  Some  of  the  outcomes  that  are  being  assessed  in  the 
program  include  academic  performance,  involvement  with  the  criminal  justice  system,  changes  in  behavior, 
and  improvements  in  family  relationships.  As  required  by  Congress,  an  annual  report  to  Congress  based  on 
the  data  submitted  by  grantees,  annual  site  visits,  and  special  studies  is  prepared.  While  some  initial 
descriptive  data  on  the  individuals  served  by  these  programs  is  presented  below,  information  on 
implementation  and  outcomes  will  not  become  available  until  later  in  1996. 

As  of  February  19%,  baseline  descriptive  data  has  been  submitted  to  the  contractor  on  1,291  children  and 
youth  who  received  services  from  the  22  grantees.  Of  these  children,  the  majority  are  male  (63%)  and  White 
(57%).  The  average  age  of  the  children  enrolled  in  the  evaluation  is  12  years  of  age.  Grantees  are  serving 
children  and  youth  who  have,  on  average  one  risk  factor  for  emotional  disturbance,  most  often  either  physical 
abuse  (33%),  previous  psychiatric  hospitalization  (28%),  or  sexual  abuse  (24%).  The  Child  Adjustment 
Functioning  Assessment  Scale  is  a  tool  to  determine  the  seriousness  of  the  emotional  disturbance.  It  is  used 
by  mental  health  clinician  in  making  a  diagnosis  and  evaluation  of  the  child.  Upon  enrollment  the  children  are 
tested  and  8 1  %  scored  above  the  clinical  range  which  indicates  that  the  level  of  severity  is  quite  high.  The  two 
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primary  diagnoses  are  the  Conduct  Related  Disorder  (34%)  and  Attention  Deficit/Hyperactiviry  Disorder 
(22%).  Again,  upon  enrollment,  most  children  attend  school  regularly  (75%),  are  in  regular  classrooms 
(46%)  but  are  performing  below  average  on  academic  performance  (39%). 

Funding  levels  for  the  past  five  fiscal  years  were  as  follows: 

Funding  FTE 

1992    —  — 

1993  « $4,903,000  — 

1994    35,000,000  — 

1995    58,958,000  — 

1996    59,163,000  — 

*  The  Children's  Mental  Services  Program  was  created  in  October,  1992  by  the  ADAMHA  Reorganization 
Act,  P.L.  102-321,  and  implemented  in  FY  1993. 

Rationale  for  the  Budget  Request    


The  FY  1997  request  proposes  to  fund  the  Children's  Services  Program  at  $59,958,000,  restoring  support  for 
the  program  to  the  1995  level.  The  budget  request  supports  continuation  costs  of  the  current  22  grant  sites, 
a  cooperative  agreement  to  provide  technical  assistance  to  the  sites,  the  evaluation  contract,  and  children's 
education  campaign  activities. 
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Protection  and  Advocacy 

Authorizing  Legislation  -  P.L.  102-173,  Section  117  (Expired). 

FY  1995  FY  1996  FY  1997  Increase  or 

Actual  Policy  1/  Estimate  Decrease 

ETE  EAEEE  BAEIE  EAELE  EA 

Total  —$21,957,000      —      $19,850,000      —      $21,957,000      —     +$2,107,000 

1997  Authorization: 

P.L.  102-173,  Section  1 17 Expired 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 


Purpose  and  Method  of  Operation 


The  Protection  and  Advocacy  Program  is  a  formula  grant  program  under  which  awards  are  to  assist  protection 
and  advocacy  systems  in  each  State,  the  District  of  Columbia,  Puerto  Rico,  and  the  U.S.  Territories.  The 
Protection  and  Advocacy  for  Individuals  with  Mental  Illness  (PAIMI)  Act  broadly  authorizes  State  systems 
to  investigate  incidents  of  abuse  and  neglect  of  individuals  with  mental  illness  if  the  incidents  are  reported  to 
the  system,  or  if  there  is  probable  cause  to  believe  the  incidents  occurred.  Complaints  may  be  brought  by 
individuals  residing  in,  or  recently  discharged  from,  a  mental  health  or  correctional  facility  rendering  mental 
health  care  or  treatment.  Major  categories  of  concern  are  abuse,  neglect,  and  denial  of  rights.  There  are  56 
Protection  and  Advocacy  Systems  (P&As),  of  which  45  are  private,  not-for-profit  organizations.  The  others 
are  State  agencies  that  are  independent  of  the  State  mental  health  services  delivery  systems. 

The  most  recent  program  data  indicate  that  in  1994,  PAIMI  programs  served  18,913  clients,  addressing  26,459 
complaints  concerning  abuse,  neglect,  and  rights  violations.  Forty-nine  percent  of  the  clients  are  residents  of 
public  psychiatric  hospitals.  Other  significant  categories  of  clients  included  those  living  independently  in  the 
community  (12  percent)  and  residents  of  private  psychiatric  hospitals  or  treatment  facilities  (7  percent). 
Allegations  of  abuse  comprised  32  percent  of  all  complaints;  allegations  of  neglect  accounted  for  36  percent; 
and  allegations  of  rights  violations  comprised  the  remaining  32  percent.  In  addition,  21  class  action  suits  were 
filed  with  57,847  clients  named,  and  56,643  information/referral  requests  were  handled.  Public  education  and 
training  efforts  targeted  94,995  mental  health  administrators,  legislators,  P&A  staff,  clients  of  the  mental 
health  systems  and  their  family  members  and  community  groups. 

The  distribution  of  funds  by  State  and  Territory  is  shown  in  the  following  table.  Assurance  must  be  provided 
by  the  grantees  that  these  funds  will  be  used  to  supplement,  not  replace  existing  non-Federally  supported 
resources  or  programs  for  the  protection  and  advocacy  of  individuals  with  mental  illness.  As  provided  by  the 
legislation,  two  percent  of  the  appropriated  amounts  are  to  be  used  to  provide  technical  assistance  to  P&A 
systems. 
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Funding  levels  for  the  past  five  fiscal  years  were  as  follows: 

Funding  ETE 

1992  * $19,500,000  — 

1993  20,832,000  — 

1994  21,957,000  — 

1995  21,957,000  — 

1996  19,850,000  — 

*  Comparable  figure  based  on  the  ADAMHA  Reorganization  Act,  P.L.  102-321. 
Rationale  for  the  Budget  Request   


The  1997  President's  Budget  proposes  to  provide  $21,957,000  for  protection  and  advocacy  systems,  an 
increase  of  $2,107,000  over  the  FY  1996  Policy  level.  This  increase  restores  support  for  the  program  to  the 
1995  level  of  operations.  The  increase  will  be  distributed  among  the  States  and  Territories  based  on  die  P&A 
formula. 
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State/Territory 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Dist  of  Columbia. 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts.... 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire... 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policy  1/ 

Estimate 

$296,018 

$266,622 

$296,142 

259,782 

234,853 

259.782 

269,227 

249,214 

276,379 

259,782 

234,853 

259,782 

1,926,579 

1,753,746 

1,935.932 

259,782 

234.853 

259.782 

259,782 

234.853 

259,782 

259,782 

234.853 

259,782 

259,782 

234,853 

259,782 

876,146 

801,177 

885,728 

459,932 

419,403 

464,476 

259,782 

234,853 

259,782 

259,782 

234,853 

259,782 

719.017 

646,422 

713,032 

381,608 

342,063 

378,831 

259,782 

234,853 

259,782 

259,782 

234.853 

259,782 

268,976 

243,042 

270,012 

309,494 

277,276 

308,211 

259,782 

234.853 

259,782 

295,595 

268.068 

295,260 

354,975 

320,258 

352,547 

610,569 

543,492 

600.748 

286,488 

259,159 

286.334 

259,782 

234,853 

259,782 

343,897 

310.780 

344,016 

259,782 

234.853 

259,782 

259,782 

234,853 

259,782 

259.782 

234,853 

259.782 

259,782 

234.853 

259.782 

447,280 

402,516 

442,084 

259,782 

234.853 

259,782 

1,068,148 

956.716 

1.052,773 

470,553 

427,199 

473.487 

259,782 

234,853 

259.782 

729.233 

650,625 

720,033 

259,782 

234,853 

259,782 

259,782 

234.853 

259,782 

760,145 

681.232 

752,513 

259,782 

234,853 

259,782 
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State/Territory 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policy  1/ 

Estimate 

$259,782 

$234,853 

$259,782 

259,782 

234,853 

259,782 

348,208 

314,250 

348,384 

1,202,132 

1,100,194 

1,218,850 

259,782 

234,853 

259,782 

259,782 

234,853 

259,782 

406,345 

367,759 

406,091 

327,091 

298,539 

329,577 

259,782 

234,853 

259,782 

330,204 

297,310 

328,998 

259,782 

234,853 

259,782 

458,919 

411,386 

466,339 

139,242 

125,880 

139,242 

139,242 

125,880 

139,242 

139,242 

125,880 

139,242 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

American  Somoa 

Guam 

N  Mariana  Islands 

Virgin  Islands _  139,242  125,880  139,242 

Total  State/  Territory 
Allotments 21,517,861  19.452,999  21,517,859 

Technical  Asst 439,139  397,001  439.141 

Total  $21,957,000  $19,850,000  $21,957,000 


1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment 
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Mental  Health  Performance  Partnerships 

Authorizing  Legislation  -  New  legislation  has  been  submitted. 


FY  1995 
Actual 
ETE 

EA 

FY  1996 
Policy  1/ 
ETE 

EA 

ETE 

FY  1997 
Estimate 

EA 

Increase  or 
Decrease 
ETE 

EA 

Total  .  .  . 

11 

$304,882,000 

11     $264,403,000 

11 

$275,420,000 

-   +$11,017,000 

1997  Authorization: 

Mental  Health  Performance  Partnerships    1995  Reauthorization  Bill 

1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 

Purpose  and  Metlwd  of  Operation    


The  Mental  Health  Performance  Partnership  Grant  (PPG)  program  is  a  new  activity  which  combines  the 
resources  from  the  Block  Grant  for  Community  Mental  Health  Services  (CMHS),  and  the  Projects  for 
Assistance  in  Transition  From  Homelessness  (PATH)  within  a  single  grant  to  States  and  Territories.  The 
program  would  permit  States  to  better  meet  the  unique  needs  of  all  target  populations  in  their  States. 
Consolidation  of  these  formula  grant  programs  would  also  achieve  streamlining  goals,  generating  improved 
efficiency  at  both  the  State  and  Federal  levels. 

Legislation  has  been  submitted  to  establish  a  transitional  formula  in  fiscal  years  1997  and  1998.  States  and 
Territories  would  receive  an  amount  related  to  the  total  amount  the  State  would  receive  in  1996  under  the 
separate  CMHS  Block  Grant  and  PATH  programs.  Where  a  subsequent  appropriation  is  either  more  than  or 
less  than  the  1996  level,  the  allotments  for  the  States  would  be  proportionately  increased  or  decreased. 

Slates  would  enjoy  greater  flexibility  in  addressing  major  objectives  that  relate  to  national  performance  goals 
established  by  the  Secretary,  in  collaboration  with  the  States.  This  would  eliminate  the  need  for  States  to 
address  the  current  12  specific  items  affecting  the  entire  mental  health  care  system.  Governors  would  be 
allowed  to  transfer  up  to  10%  of  the  funds  allotted  from  this  Block  Grant  to  the  Substance  Abuse  Partnership 
Block  Grant,  allowing  the  State  even  further  flexibility. 

The  5  percent  federal  set-aside  is  used  to  provide  technical  assistance  to  the  States  and  to  public  and  non-profit 
entities  within  States,  as  well  as  national  data  collection  and  evaluation.  In  1997  we  expect  States'  needs  for 
technical  assistance,  data  collection,  evaluation  and  standards  development  for  managed  care  to  be  a  top 
priority.  The  set-aside  funding  allows  a  partnership  to  be  established  with  the  States  to  help  them:  1)  improve 
the  effectiveness  and  cost  efficiency  of  mental  health  services  delivery;  2)  develop  evaluation  activities 
designed  to  assess  the  quality  and  efficiency  of  State  and  local  service  programs;  3)  respond  to  changes  in  the 
financing  and  delivery  of  mental  health  services  (i.e.,  transition  to  State-based  mental  health  care  reform  and 
managed  health  care);  and  4)  increase  involvement  of  consumers  and  family  members  in  the  organizing  and 
financing  of  mental  health  services.  Staff  costs  associated  with  direct  technical  assistance  are  supported  with 
set-aside  funds. 
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As  States  transition  from  the  Block  Grant  application  process  to  the  PPGs,  technical  assistance  to  effect  the 
transition  will  be  necessary.  Technical  assistance  will  build  on  the  work  begun  in  1996  to  generate  specific 
objectives  from  which  States  will  choose  the  ones  they  wish  to  use  their  Block  Grant  moneys  to  achieve.  The 
essence  of  this  Partnership  is  dialogue,  information  exchange,  interpretation  of  the  parameters  of  the  new 
Partnership,  and  negotiation  of  agreed  upon  performance  goals.  Given  parallel  transitions  the  States  are 
experiencing  with  changes  in  Medicaid  through  waivers,  the  penetration  of  managed  care  into  most  States,  and 
the  overall  tightening  of  State  budgets  and  flexibility  of  the  Partnerships,  a  great  deal  of  collaboration  will  be 
necessary  to  achieve  desired  results. 

The  Performance  Partnership  Program  will  include  technical  assistance  in  forms  designed  to  meet  the  States' 
needs.  Considerable  discussion  will  be  necessary  to  introduce  the  States  to  the  PPG  menu  and  the  guidelines 
for  preparing  PPG  proposals;  to  provide  technical  assistance  for  unique  regional  needs;  and  to  ensure  that  the 
needs  of  special  populations  that  are  currently  covered  in  the  Block  Grants,  such  as  persons  who  are  homeless 
and  have  a  mental  illness,  persons  who  are  elderly  and  have  a  mental  illness,  and  children  with  serious 
emotional  disturbances,  are  addressed.  Rural  issues  and  urban  crowding  problems  are  other  topics  that  must 
be  addressed  to  assure  appropriate  services  for  unserved  and  underserved  populations. 

Data  Elements  Used  to  Calculate  States  Allotments: 

Since  legislation  has  not  been  enacted  for  1996,  State  allotments  for  the  1996  policy  level  reflect  their  separate 
Block  Grant  and  PATH  allotments  under  current  law. 

In  1996,  the  following  data  elements  were  used  in  the  calculation  of  the  Block  Grant  formula. 

•  Total  Personal  Income  data  for  1991,  1992  and  1993  as  received  from  the  Economics  and  Statistics 
Administration,  Bureau  of  Economic  Analysis,  U.S.  Department  of  Commerce,  as  published  in 
Commerce  News  23,  August  1994. 

•  Total  Taxable  Resources  data  for  1991,  1992  and  1993  as  received  from  the  Office  of  Economic 
Policy,  U.S.  Department  of  the  Treasury,  dated  August  24,  1994. 

•  Population  estimates  for  the  States  for  1993  as  received  from  the  Census  Bureau;  Estimates  of 
Resident  Population  of  States  by  Age  as  of  July  1,  1993. 

•  Population  data  for  the  Territories  based  on  1990  Census  Data  except  Micronesia  and  the  Marshall 
islands.  Population  data  for  Micronesia  and  the  Marshall  Islands  are  based  on  1980  census  data  and 
the  average  rate  of  population  change  from  the  1980  to  the  1990  census.  Because  Micronesia  and  the 
Marshall  Islands  had  entered  into  a  Compact  of  Free  Association  with  the  United  States,  they  were 
no  longer  considered  territories  in  1990  and  therefore  were  not  included  in  the  1990  census. 

•  A  cost  of  Services  Factor  which  includes  the  following:  FY  1995  proposed  Fair  Market  Rents,  as 
received  from  the  U.  S.  Department  of  Housing  and  Urban  Development,  issued  June  23,  1994,  and 
1993  average  annualized  earnings  for  manufacturing  employees  as  received  from  the  Bureau  of  Labor 
Statistics,  U.  S.  Department  of  Labor. 

The  1996  allocations  for  the  PATH  portion  of  the  PPG  estimate  were  based  on  the  1995  formula  for  PATH 
with  the  exception  that  the  State  and  Territory  minimums  were  prorated  downward  to  provide  some  funding 
for  each  State  and  Territory. 


801 


53 

The  1997  allotments  would  be  based  on  the  FY  1996  State  and  Territory  totals  for  the  Mental  Health  Block 
Grant  and  PATH  pro-rated  by  the  increase  in  the  1997  proposed  appropriation.  Each  State  and  Territory 
would  be  increased  by  4.0  percent.  Allotments  would  continue  to  be  provided  to  the  three  former  territories 
which  have  entered  into  a  Compact  of  Free  Association  with  the  United  States  (Palau,  Micronesia  and  the 
Marshall  Islands). 

Funding  levels  for  last  five  fiscal  years  were  as  follows: 

Funding  EXE 

1992  * $310,160,000  — 

1993**  307,381,000  5 

1994  **    307,381,000  11 

1995  **    304,882,000  11 

1996**    264,403,000  11 

*    Comparable  figure  based  on  the  ADAMHA  Reorganization  Act,  P.L.  102-321. 
**  Comparable  figure  based  on  the  1996  SAMHSA  reauthorization  proposal. 


Rationale  for  the  Budget  Request 


The  1997  President's  Budget  includes  $275,420,000  for  the  Mental  Health  Performance  Partnerships,  an 
increase  of  $11,017,000  over  the  FY  1996  Policy  level.  The  proposed  increase  restores  funding  of  the  PPG 
to  the  1995  level  of  support  of  the  Community  Mental  Health  Services  Block  Grant.  These  funds  would  be 
used  by  the  States  and  territories  so  that  they  could  better  meet  their  unique  mental  health  needs.  The  increase 
would  be  prorated  among  the  States  and  Territories,  as  shown  in  the  following  State  table  of  allotments. 
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Mental  Health  Performance  Partnerships 
FY  1995  Actuals  FY  1996  Policy  1/ 


State/TefritoiY 


MH 

MH 

FY  1997 

Block  Grant 

PATH 

Total 

Block  Grant 

PATH 

Total 

Estimate 

$3,768,401 

$300,000 

$4,068,401 

$3,531,788 

$252,189 

$3,783,977 

$3,935,276 

428,914 

300.000 

728.914 

378,227 

252,189 

630,416 

655,623 

3,913.478 

386.000 

4,299,478 

3,478,106 

252,189 

3,730,295 

3.879,447 

2,170,903 

300,000 

2.470.903 

2,033,589 

252,189 

2.285,778 

2.377,173 

33,243,715 

3,705,000 

36.948,715 

31,196,238 

252,189 

31,448,427 

32,705,862 

3.842,131 

346,000 

4,188.131 

3,409,673 

252,189 

3.661,862 

3,808.278 

3,154.695 

357,000 

3,511,695 

2,971,961 

252,189 

3,224,150 

3.353.065 

711.436 

300,000 

1,011,436 

668.804 

252,189 

920,993 

957,818 

607,145 

300,000 

907,145 

563,730 

252,189 

815.919 

848.543 

11,938,565 

1,481,000 

13,419,565 

10,947,826 

252,189 

11.200,015 

11,647.837 

5,995,506 

474.000 

6,469,506 

5.585,012 

252,189 

5.837.201 

6,070,596 

1,232,765 

300,000 

1,532,765 

1,157,736 

252,189 

1.409,925 

1,466.299 

1,082,635 

300,000 

1,382.635 

959.900 

252,189 

1,212,089 

1,260,553 

11,552,665 

1,233,000 

12,785,665 

10.233,399 

252,189 

10,485,588 

10,904,844 

6,525,078 

392.000 

6.917.078 

5,779,066 

252,189 

6.031,255 

6,272.409 

2,829,397 

300,000 

3.129,397 

2,504,213 

252,189 

2,756,402 

2,866,614 

2,440,488 

300,000 

2,740,488 

2.159,045 

252,189 

2,411,234 

2.507,645 

3,773,054 

300,000 

4,073,054 

3,342.722 

252,189 

3,594,911 

3,738,650 

4,482,402 

324,000 

4,806,402 

3,968.885 

252,189 

4,221,074 

4,389,850 

1,300,651 

300,000 

1,600,651 

1,154,518 

252,189 

1,406,707 

1,462,953 

5,509,346 

521,000 

6,030,346 

5,167,864 

252,189 

5,420.053 

5,636,769 

6,434,900 

688,000 

7,122,900 

5.799,632 

252,189 

6,051,821 

6,293,797 

10,662,068 

846.000 

11,508,068 

9,986,590 

252,189 

10.238,779 

10,648,167 

4,557.805 

345,000 

4,902.805 

4,036,714 

252,189 

4,288,903 

4.460,391 

2,378,469 

300.000 

2,678.469 

2.226,465 

252,189 

2,478,654 

2.577.761 

4,926,287 

405,000 

5,331,287 

4,359,966 

252,189 

4,612.155 

4,796.568 

895,502 

300,000 

1,195,502 

793,646 

252,189 

1,046,035 

1,087,860 

1,269,010 

300,000 

1,569,010 

1,178,520 

252,189 

1,430,709 

1,487,915 

1.456,427 

300,000 

1,756,427 

1,293,981 

252,189 

1,546,170 

1,607,992 

1,178,466 

300,000 

1.478.466 

1,045,691 

252,189 

1,297,880 

1,349,774 

7,902,604 

964,000 

8.866.604 

7,433,789 

252,189 

7,685,978 

7,993,294 

1.379,392 

300,000 

1,679.392 

1,293,436 

252,189 

1,545,625 

1,607,425 

18,385,989 

2,054,000 

20,439,989 

16,313,977 

252,189 

16,566,166 

17.228.548 

6,050,624 

366,000 

6.416,624 

5,680,156 

252,189 

5,932,345 

6,169.544 

541,438 

300,000 

841,438 

507,934 

252,189 

760,123 

790,516 

12.523.637 

968.000 

13,491,637 

11,729,064 

252,189 

11,981,253 

12,460.312 

3.144,083 

300,000 

3,444.083 

2,790,786 

252,189 

3,042.975 

3.164,645 

3,273.964 

300,000 

3,573.964 

2,904.576 

252,189 

3,156,765 

3,282,985 

12.490.194 

1,049,000 

13,539,194 

11.072,296 

252.189 

11,324.485 

11,777,284 

931,597 

300,000 

1,231.597 

828.898 

252.189 

1.081.087 

1.124,313 

3,292,854 

300,000 

3,592,854 

3,086.222 

252.189 

3.338,411 

3,471.894 

568,503 

300,000 

868,503 

533.866 

252,189 

786,055 

817,485 

4,492,233 

323,000 

4.815,233 

4.214,687 

252,189 

4,466,876 

4.645,480 

16,589,402 

1  654,000 

18,243,402 

14,713,484 

252.189 

14,965,673 

15,564,061 

1,619,117 

300,000 

1,919.117 

1,437.609 

252,189 

1.689.798 

1,757,363 

621,961 

300,000 

921.961 

554,215 

252.189 

806.404 

838.647 

6,313,774 

557.000 

6.870.774 

5,607.839 

252,189 

5,860,028 

6,094,336 

5,783,752 

468,000 

6,251,752 

5,422,842 

252,189 

5,675,031 

5,901,942 

2,019,566 

300.000 

2.319,566 

1,790,171 

252,189 

2.042,360 

2.124,022 

5.148.677 

359,000 

5.507,677 

4,560,507 

252,189 

4.812,696 

5,005,127 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Dist  of  Columbia. 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire... 

New  Jersey 

New  Mexico 

New  York. 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 
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Mental  Health  Performance  Partnerships 
FY  1995  Actuals  FY  1996  Pottcy  1/ 


State/Territcyy 


PATH 


Total 


MH 
Block  Grant 


PATH 


FY  1997 


Wyoming $388,600           $300,000             $688,600 

American  Samoa 50.000              50.000              100,000 

Guam 128.389              50,000              178,369 

Northern  Marianas 50,000             50,000             100.000 

Puerto  Rleo. 3,396.063 

Marshall  Islands 50,000 

Pautau 50,000 

Micronesia. 102,115 

Virgin  Islands 98.168 

Total  State/  Territory 

Allotments 261,649,000 

Set-aside /TA 13.771,000 

Total $276,420,000      $29,462,000      $304,882,000 


309.000 


50,000 


3.705.063 

3,076,835 

50,000 

50,000 

50,000 

50.000 

102,115 

92.516 

148,168 


$342,827          $252,189  $595,016 

50.000              42,028  92,028 

116.321               42.028  158.349 

50.000              42.028  92.028 

252.189  3,329,024 

—  50,000 

—  50,000 

—  92.516 

130,968 


88,940 


42,028 


28,874,000 
588,000 


290.523,000 
14.359.000 


238.307.500 
12.542,500 


13.281,940 
271.060 


251.589.440 

12.813,560 


$618,807 
95,708 
164,679 
95,708 

3.462,129 
51,999 
51,999 
96.215 

136,204 


261.649,000 
13.771.000 


$260,860,000      $13,663,000      $264,403,000 


1/  Based  on  levels  of  the  ninth  CR,  Including  an  Incremental  policy  adjustment 
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Substance  Abuse  Performance  Partnerships 


Authorizing  Legislation  -  New  legislation  has  been  submitted. 

FY  1995  FY  1996  FY  1997  Increase  or 

Actual  Policy  " Estimate Decrease 

ETE  BA   EIE  BAE3E  BAEIE  EA 

Total 28     $1,234,107,000    28    $1,204,957,000    28     $1,271,957,000       —  +  $67,000,000 

1997  Authorization: 

Substance  Abuse  Performance  Partnerships 1995  Reauthorization  Bill 

"  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 


Purpose  and  Method  of  Operation 


For  1997,  the  President's  budget  again  proposes  to  establish  a  new  Performance  Partnership  program  to  replace 
the  current  Substance  Abuse  Prevention  and  Treatment  Block  Grant  The  Substance  Abuse  Performance 
Partnership  funds  would  continue  to  be  distributed  to  each  State  via  a  CongressionaUy-mandated  formula.  The 
Performance  Partnership  Program  would  eliminate  many  of  the  specific  set-asides  and  earmarks  of  the  current 
Block  Grant  legislation,  and  replace  them  with  outcome-oriented  State  performance  measures  intended  to  improve 
the  State's  health  status.  Performance  measures  would  be  negotiated  in  advance  of  annual  funding  allocations. 
Work  is  underway  in  fiscal  year  1996  to  begin  the  intensive  discussions  and  collaboration  necessary  to  reach 
agreement  on  Performance  measures  before  implementation  of  Performance  Partnership  Grants. 

Key  elements  of  the  Substance  Abuse  Prevention  and  Treatment  (SAPT)  Block  Grant  statute  (P.L.  102-321)  that 
have  been  proposed  for  repeal  by  the  new  legislation  are:  (1)  the  requirement  that  not  less  than  35  percent  of  the 
funds  be  spent  on  prevention  activities  and  treatment  services  for  alcohol  and  other  drugs,  respectively;  (2)  the 
requirement  that  States  establish  a  revolving  fund  of  not  less  than  $100,000  in  order  to  provide  loans  for  costs 
of  establishing  group  homes  for  recovering  substance  abusers;  and  (3)  the  requirement  that  States  ensure  that 
pregnant  women  who  seek  or  are  referred  for  and  would  benefit  from  treatment  are  given  preference  in  admissions 
and  that  such  programs  publicize  the  availability  of  such  services. 

This  budget  assumes  maintenance  of :  (1)  a  requirement  that  5  percent  of  the  Substance  Abuse  Performance 
Partnership  Grant  (PPG)  annual  appropriation  be  set-aside  for  Federal  data  collection,  evaluation  of  programs 
supported  by  the  Substance  Abuse  PPG,  and  technical  assistance;  (2)  a  requirement  that  20  percent  of  the 
Substance  Abuse  PPG  be  expended  on  primary  prevention  activities  which  focus  on  the  following  strategies: 
information  dissemination;  education;  alternatives;  problem  identification  and  referral;  and  community-base 
processes;  (3)  a  requirement  that  States  whose  rate  of  cases  of  acquired  immune  deficiency  syndrome  (AIDS) 
is  fifteen  or  more  such  cases  [old  law  threshold  was  ten  or  more  such  cases]  per  one  hundred  thousand  individuals 
(as  indicated  by  the  number  of  such  cases  reported  to  and  confirmed  by  the  Centers  for  Disease  Control  and 
Prevention  for  the  most  recent  calendar  year  for  which  such  data  is  available),  increase  spending  from  2-5  percent, 
relative  to  the  first  applicable  fiscal  year  during  which  a  State  was  required  to  expend  amounts  from  the  grant  for 
HTV  early  intervention  services  and  that  such  PPG  expenditures  may  only  be  used  as  a  payment  of  last  resort  for 
HIV  testing  and  counseling  services  and  may  not  be  used  for  medical  evaluation  and  treatment;  (4)  a  limitation 
that  Slates  may  expend  no  more  than  5  percent  of  the  PPG  for  administrative  services;  and  (5)  a  requirement 
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that  States  enact  laws  against  the  sale  and  distribution  of  tobacco  products  to  individuals  under  the  age  of  18  and 
enforce  such  laws. 

Onsite  technical  reviews  of  both  State  and  local  substance  abuse  delivery  systems  are  the  foundation  on  which 
accountability  and  cost-effectiveness  rest  The  State  Technical  Review  Program,  part  of  the  State  Systems 
Development  Program  (SSDP),  has  been  successful  in  allowing  for  die  independent  confirmation  that  the  services 
supported  by  the  Block  Grant  are  fiscally  and  clinically  sound  Through  the  technical  reviews,  a  number  of 
significant  trends  and  common  issues  across  States  have  emerged  that  chart  the  progress  of  State  substance 
abuse  systems  in  responding  to  identified  needs.  These  include: 

•  Linkages  with  the  health  car*  system.  Until  very  recently,  the  substance  abuse  service  delivery  system 
had  only  limited  contact  with  the  public  health  care  delivery  system.  Since  linkages  between  the  two 
systems  are  particularly  critical  to  the  provision  of  adequate  prenatal  care  and  the  provision  of 
efficacious  treatment  for  such  infectious  diseases  as  tuberculosis,  HIV/AID,  hepatitis,  and  sexually 
transmitted  diseases,  increased  coordination  has  become  a  priority.  In  response  to  this,  many  States  are 
establishing  linkages  with  public  health  at  the  State  level.  Still  others  are  pursuing  an  aggressive  policy 
with  respect  to  collaboration  by  requiring  regional,  local,  and  provider  entities  to  establish  appropriate 
linkages.  The  end  result  of  these  efforts  has  been  more  cost-effective  utilization  of  existing  resources 
to  address  the  public  health  problems  associated  with  substance  abuse. 

•  Linkages  with  the  criminal  justice  system.  Although  a  substantial  proportion  of  people  involved  with 
the  criminal  justice  system  are  also  substance  abusers,  in  1992  only  12  percent  of  the  States  reviewed 
had  significant  linkages  between  criminal  justice  and  substance  abuse  treatment  By  199S,  100  percent 
of  the  States  had  established  links  between  probation  and  parole  and  substance  abuse  treatment  and  were 
offering  pretrial  and  presentence  substance  abuse  services.  In  addition,  as  a  result  ofthe  State  technical 
reviews,  States  are  installing  new  systems  and  implementing  a  variety  of  new  programs  that  will  enable 
them  to  improve  and  change  the  substance  abuse  treatment  service  mix  in  response  to  emerging  client 
profiles  and  needs.  For  example: 

•  Texas  is  replacing  its  manual  reporting  system  with  an  electronic  management  information  system,  which 
allows  all  170  providers  to  send  dairy  service  capacity  information  to  the  State.  The  system  will  track 
utilization  of  services  of  over  50,000  adults  and  3,500  adolescents. 

•  Florida  has  developed  a  treatment  outcome  monitoring  system  that  will  provide  information  on  the 
effectiveness  of  seven  different  approaches  to  treatment 

•  Maryland  has  installed  a  management  information  system  that  helps  the  State  track  substance  abuse 
problems,  service  utilization,  and  comparative  treatment  costs  for  the  50,000  clients  its  substance  abuse 
treatment  system  serves  annually. 

Someke}  aspects  ofthe  current  Block  Grant  program  would  remain  intact  under  the  PPG  program  concept.  The 
5  percent  Federal  set-aside  for  technical  assistance,  data  collection,  and  program  evaluations  would  support  the 
key  State  database  to  implement  the  Performance  Partnership  grants.  The  federal  government  would  help  States 
develop  accountability  mechanisms  to  ensure  effective  delivery  of  quality  treatment  services.  The  Managed 
Care/Treatment  Outcome  Evaluation  Program,  targeted  technical  assistance,  and  treatment  Improvement 
Protocols  (TTPs)  are  also  part  of  this  initiative.  TIPs  are  guidelines  developed  by  treatment  experts  that  provide 
the  best  practice  standards  of  care  and  state-of-the-art  information  for  establishing,  funding,  monitoring,  and 
evaluating  addiction  programs. 
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The  Managed  Care/Treatment  Outcome  Evaluation  Program  provides  support  to  the  States  for:  1)  the  conduct 
of  both  short  and  long  term  studies  of  the  effects  of  managed  care  at  both  the  State  and  provider  levels  on 
substance  abuse  treatment  access,  cost  and  outcome;  and,  2)  design  and  implementation  of  outcome  monitoring 
systems,  cost  studies,  and  focused  treatment  outcome  studies.  States  would  be  supported  in  the  conduct  of  a 
variety  of  study  methods  including  actuarial  studies,  multi-variate  outcome  studies,  cost  studies,  and  analyses  of 
data  from  State  financial,  provider,  and  client  databases. 

In  1996,  CSAT  began  assisting  in  the  development  of  outcome  measures.  CSAT  is  funding  an  Outcome  Pilot 
Study  with  lead  States  including  Oregon,  Washington  and  Minnesota.  This  study  is  being  driven  by  state  health 
care  reform  legislation,  Medicaid  waivers  and  state  managed  care  projects.  Given  the  proposed  Performance 
Partnership  Grants  and  pressure  from  the  States  which  are  facing  legislatures'  demands  for  results-oriented 
programs,  CSAT  expects  to  fund  the  State  contracts  in  1997. 

The  20  percent  prevention  set-aside  supports  the  development  of  comprehensive  State  prevention  systems  in  six 
strategy  areas:  information  dissemination;  education;  alternatives;  problem  identification  and  referral; 
community-based  process;  and,  environmental  strategies.  Since  1992,  CSAP  has  reviewed  53  of  the  60 
States/Territories  /Other  jurisdictions  to  assess  the  functioning  of  their  prevention  systems  and  to  target  technical 
assistance  services.  CSAP  has  produced  the  Prevention  Enhancement  Protocols  (PEPs),  state-of-the-art 
prevention  practice  designs.  CSAP  also  supports  the  National  Center  for  the  Advancement  of  Prevention 
(NCAP),  the  focal  point  for  synthesizing  prevention  practice  findings  and  promoting  their  use  at  the  State  level. 

Set-aside  funds  also  support  18  States  in  conducting  needs  assessment  studies  for  effectively  identifying 
prevention  programming  needs.  The  programs  listed  above  are  specifically  designed  to  improve:  the  collection 
and  use  information/data  to  strengthen  prevention  services  in  the  States;  the  identification  of  programs  for  the 
States  that  are  cost-effective  in  their  outcomes;  the  tracking  and  reporting  on  the  effects/benefits  of  prevention 
initiatives  funded  by  the  Federal  government;  the  dissemination  nationally  of  information  on  effective  research 
and  practice  findings  in  prevention. 

A  total  of  28  FTEs  are  supported  by  set-aside  funds  to  provide  direct  technical  assistance.  They  are  responsible 
for  providing  direct  technical  assistance  to  States  regarding  treatment-related  needs  and  requirements,  based 
on  information  gained  from  State  needs  assessments,  and  as  identified  during  the  conduct  of  technical  reviews. 
Prevention  staff  perform  various  prevention-related  activities  in  support  of  State  efforts,  which  are  designed  to 
identify  and  isolate  prevention  needs  and  to  focus  planning  and  resource  allocations  at  the  State  level. 

Data  Elements  Used  to  Calculate  State  Allotments 

State  allotments  were  generated  for  1996  using  the  following  factors: 

•  Total  Personal  Income  data  for  1991,  1992  and  1993  as  received  from  the  Economics  and  Statistics 
Administration,  Bureau  of  Economic  Analysis,  U.S.  Department  of  Commerce,  as  published  in 
Commerce  News  23,  August  1994. 

•  Total  Taxable  Resources  data  for  1991, 1992  and  1993  as  received  from  the  Office  of  Economic  Policy, 
U.S.  Department  of  the  Treasury,  dated  August  24, 1994. 

•  Population  estimates  for  the  States  for  1993  as  received  from  the  Census  Bureau;  Estimates  of  Resident 
Population  of  States  by  Age,  as  of  July  1, 1993. 

•  Population  data  for  the  territories  based  on  1990  Census  Data,  except  Micronesia  and  the  Marshall 
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Islands.  Population  data  for  Micronesia  and  the  Marshall  Islands  are  based  on  1980  census  data  and  the 
average  rate  of  population  change  from  the  1980  to  the  1990  census.  Because  Micronesia  and  the 
Marshall  Islands  had  entered  into  a  Compact  of  Free  Association  with  the  United  States,  they  were  no 
longer  considered  territories  in  1990  and  therefore  were  not  included  in  the  1990  census. 

•  A  cost  of  Services  Factor  which  includes  the  following:  1 995  proposed  Fair  Market  Rents,  as  received 
from  the  U.S.  Department  of  Housing  and  Urban  Development,  June  23, 1 994;  1 993  average  annualized 
earnings  for  manufacturing  employees,  received  from  Bureau  of  Labor  Statistics,  U.S.  Dept.  of  Labor. 

State  allotments  have  been  generated  for  1997  using  the  following  factors: 

•  Total  Personal  Income  data  for  1992,  1993  and  1994  as  received  from  the  Economics  and  Statistics 
Administration,  Bureau  of  Economic  Analysis,  U.S.  Department  of  Commerce,  as  published  in  "Survey 
of  Current  Business",  Vol.75,  No.  8,  August,  1995. 

•  Total  Taxable  Resources  data  for  1992, 1993  and  1994  as  received  from  the  Office  of  Economic  Policy, 
U.S.  Department  of  the  Treasury,  dated  September  25, 1995. 

•  Population  estimates  for  the  States  for  1994  as  received  from  the  Census  Bureau;  Estimates  of  Resident 
Population  of  States  by  Age,  as  of  July  1, 1994. 

•  Population  data  for  the  territories  based  on  1990  Census  Data  except  Micronesia  and  the  Marshall 
Islands.  Population  data  for  Micronesia  and  the  Marshall  Islands  are  based  on  1980  census  data  and  the 
average  rate  of  population  change  from  the  1980  to  the  1990  census.  Because  Micronesia  and  the 
Marshall  Islands  had  entered  into  a  Compact  of  Free  Association  with  the  United  States,  they  were  no 
longer  considered  territories  in  1990  and  therefore  were  not  included  in  the  1990  census. 

•  A  cost  of  Services  Factor  which  includes  the  following:  1 995  proposed  Fair  Market  Rents,  as  received 
from  the  U.S.  Department  of  Housing  and  Urban  Development,  June  23, 1994;  1993  average  annualized 
earnings  for  manufacturing  employees,  received  from  Bureau  of  Labor  Statistics,  US  Dept  of  Labor 

Funding  levels  for  last  five  fiscal  years  were  as  follows: 

Funding  EIE 

1992  * $1,098,747,000  28 

1993  ** 1,123,575,000  28 

1994  ** 1,192,407,000  28 

1995  ** 1,240,808,000  28 

1996  1,204,957,000       28 

*      Comparable  figure  based  on  the  ADAMHA  Reorganization  Act,  PL.  102-321. 
**      Comparable  figure  based  on  FY  1996  SAMHSA  reauthorization  proposal. 

Rationale  for  the  Budget  Request     


The  1997  request  is  $1,271,957,000,  an  increase  of  $67,000,000  over  the  1996  Policy  level.  SAMHSA  will 
continue  working  with  the  States  to  establish  objectives  to  reduce  the  incidence  and  prevalence  of  substance  abuse 
and  dependence,  improve  access  to  appropriate  prevention  and  treatment  programs,  enhance  the  effectiveness 
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of  such  programs,  and  reduce  the  community  and  personal  health  risks  of  substance  abuse.  Negotiated 
performance  objectives  and  indicators  will  provide  States  greater  latitude  in  directing  resources  to  meet  local 
needs  as  well  as  ensuring  that  State  and  Federal  needs  are  met  with  regard  to  substance  abuse  treatment  and 
prevention. 

The  National  Association  of  State  Alcohol  and  Drug  Abuse  Directors  (NASADAD)  reports  that  over  66,000 
people  were  on  waiting  lists  for  alcohol  and  substance  abuse  treatment.  States  also  noted  that  over  768,000 
women  receiving  Aid  to  Families  with  Dependent  Children  and  more  than  203,000  recipients  of  Supplemental 
Security  Income  and  Disability  Income  have  significant  substance  abuse  problems  that  must  be  treated  before 
they  can  get  and  keep  jobs.  These  numbers  reflect  the  pressure  the  public  alcohol  and  drug  treatment  system  is 
under.  According  to  the  Monitoring  the  Future  Survey  (NIDA,  1995),  illicit  drug  and  alcohol  use  among  the 
Nation's  youth  has  risen  at  alarming  rates.  In  addition,  the  increased  use  of  methamphetamine,  particularly  in 
the  Southwestern  United  States,  and  inhalants  has  placed  an  even  greater  demand  on  the  public  treatment  system. 

The  proposed  budget  request  would  increase  State  and  local  substance  abuse  treatment  and  prevention  services 
funding  nationwide  and  aid  in  reducing  treatment  waiting  lists.  It  is  necessary  to  continue  to  address  the  problems 
seen  in  such  areas  as  youth  usage  of  marijuana,  underage  drinking,  and  increased  use  of  methamphetamine  and 
inhalants,  while  continuing  to  provide  core  services  currently  in  place.  The  federal  government  supports  a 
significant  percentage  of  the  alcoholism  and  drug  treatment  services  provided  in  this  country.  To  ensure 
maintenance  of  current  efforts,  as  well  as  expansion  in  areas  of  particular  concern,  it  is  necessary  to  continue  and 
indeed  increase  support  for  the  Substance  Abuse  Performance  Partnership  Program.  This  is  especially  important 
given  anticipated  reductions  in  treatment  resources  provided  through  other  federal  programs  such  as  Medicaid 
and  SSDI. 
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Substance  Abuse  Performance  Partnerships 

State/Territory 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Dist.  Of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Red  Lake  Indians 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 


FY  1995 

FY  1996 

FY  1997 

Actual 

Policy    1/ 

Estimate 

$16,533,558 

$16,589,295 

$17,511,720 

1,716,152 

1.808.895 

1.909,476 

18,191.232 

17.692,479 

18,676,245 

8,250,119 

8.362,534 

8.827,521 

164.135,903 

167,233,830 

176,532,640 

17,784.752 

17,093,001 

18,043.434 

13.401,696 

13,303.544 

14,043,269 

3,155,075 

3,281.482 

3.463.944 

3.364,645 

2,926,393 

3.089.111 

49.150,388 

49.614.690 

52.373.447 

26,669.566 

26.703.121 

28,187,912 

5,690,381 

5,642.023 

5.955,740 

4,341,003 

4.301.709 

4,540,900 

53,633,438 

50.804.955 

53,629,896 

29,216,032 

27,375,042 

28,897,194 

11,190,416 

10,561.430 

11,148,684 

9.722,322 

9,259,621 

9,774,489 

15,288,733 

14,543,937 

15,352,633 

20,378,379 

19.771,618 

20,870,992 

4.798,475 

4,479.151 

4,728.209 

24,271,345 

24.300,199 

25,651.379 

29,893,550 

27,958,486 

29.513,080 

48,701,101 

47,577.076 

50.222.535 

18,479.218 

17,581,056 

18.558.627 

455,445 

433.309 

457,402 

9.825,619 

9.945.372 

10,498,371 

20,651.348 

19,623.313 

20.714.440 

3.376.780 

3.300.352 

3,483,864 

5,281,685 

5,362,479 

5,660,652 

6.316,824 

6,220.021 

6,565.877 

4,438,226 

4.064.997 

4,291.026 

35.280.864 

35.346.515 

37,311,910 

5,805.151 

5,992.680 

6,325.895 

84,714.155 

79,021,041 

83.414,899 

25,959.431 

25.720,872 

27,151,046 

$2,247,022 

$2,255,500 

$2,380,914 

55,310.234 

54,777.271 

57,823,086 

13,286.732 

12.694.316 

13,400,166 

13.144,267 

12,728.158 

13,435,890 

52,546,450 

48,556,303 

51,256.211 
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Substance  Abuse  Performance  Partnerships 

FY  1995  FY  1996  FY  1997 

State/Territory Actual Policy    1/ Estimate 

Rhode  Island 4,486,642  4,060,122  4,285,880 

South  Carolina 14.472,835  14,414,523  15,216,023 

South  Dakota 2,054.868  2.085,662  2.201.632 

Tennessee 19,018.923  18.927.954  19.980,417 

Texas 80,986,252  78.889.514  83.276,059 

Utah 9,783,755  9,720.197  10.260.676 

Vermont 2,428,248  2,222,424  2,345,999 

Virginia 28,854,552  27,390,103  28,913,093 

Washington 25,283,792  25,811,312  27.246.515 

West  Virginia 7,558,586  7,102,490  7.497,414 

Wisconsin 21,838,831  20,656,774  21,805.366 

Wyoming 1,450.631  1,449.372  1,529,963 

American  Samoa 204.978  200,136  211.265 

Guam 583,525  569,742  601,422 

Northern  Marianas 189,955  185,468  195,781 

Puerto  Rico 15,434,972  15,070.393  15,908,362 

Palau 66,271  64.705  68,303 

Marshall  Islands 196,047  191,416  202,059 

Micronesia 464,109  453,147  478,343 

Virgin  Islands 446.168 435.629 459.852 

Total  State/Territory 

Allotments 1.172.401,650  1,144.709,150  1.208,359,150 

Set-aside /TA 61,705,350 60,247.850  63,597,850 


Total $1,234,107,000        $1,204,957,000         $1,271,957,000 


1/  Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 
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Program  Management 

Authorizing  Legislation:  Section  301  of  the  Public  Health  Service  Act  and  PX.  98-621. 


FY  1995 

Actual 

FY  1996 
Policv 

FY  1997 

Estimate 

Increase  or 
Decrease 

FTE                     BA 

FTE 

BA 

FTE 

BA 

EU 

BA 

Prog.  Mgmt  .    S91       $61,113,000 

610       $56,390,000 

610 

$54,500,000 

—       -$1,890,000 

1997  Authorization: 

Program  Management  -  PHSA  Section  301   

S.E.H.  Workers'  Compensation  Fund  -  P.L.  98-621 

. .  Indefinite 

Purpose  and  Method  of  Operation    . 

Support  for  direct  operations  for  each  of  the  SAMHSA  Centers  and  for  the  Office  of  the  Administrator  (OA)  is 
consolidated  within  this  single  line  hem.  This  activity  supports  all  agency  staff  except  those  positions  providing 
data  collection,  evaluation,  and  direct  technical  assistance  to  the  States,  which  are  supported  by  set-aside  funds 
of  the  Performance  Partnerships. 

The  Program  Management  activity  includes  resources  for  coordinating,  directing,  and  managing  the  Agency's 
programs.  Program  Management  resources  include  salaries,  benefits,  space,  supplies,  equipment,  and  overhead 
required  to  plan,  supervise,  and  administer  SAMHSA  programs.  Also  included  in  the  Program  Management 
funds  are  the  costs  of  accommodating  employees  with  disabilities 

Beyond  normal  adnuru strati ve  and  management  resources,  the  Program  Management  account  supports  certain 
program  activities,  including  the  neuropsychiatric  care  and  treatment  of  merchant  seamen;  the  monitoring  of  the 
Community  Mental  Health  Centers  obligations;  the  Disaster  Assistance  Program;  comprehensive  technical 
performance  reviews  for  the  Substance  Abuse  Performance  Partnerships;  and  the  reviews  of  States'  program 
performance  and  plans  for  the  Performance  Partnerships  These  activities,  while  programmatic  in  nature,  cannot 
be  supported  with  the  other  program  funds  because  of  legal  limitations  on  the  use  of  the  latter. 

In  addition,  SAMHSA  payments  for  St  Elizabeths  Worker's  Compensation  are  required  by  the  statute  that 
transferred  thehospital  to  the  District  of  Columbia,  Public  Law  98-621  This  activity  is  jointly  administered  by 
the  Department  of  Labor's  Federal  Employees'  Compensation  Fund  and  the  CMHS.  The  Fund  makes  benefit 
payments  because  of  injury  or  death  of  Federal  employees. 

Summary  of  Major  Program  Activities 

_1225_  1996  1997 

Care  of  Merchant  Seamen. $555,700  $567,000  $578,000 

SEH  Museum 59,000  59,500  60,100 

CMHC  Monitoring 360,600  367,000  374,000 

SEH  Workers  Comp 1,602,000  1,569,000  1,569,000 
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Program  Management  funds  also  support  the  Office  of  Applied  Studies  (OAS),  which  is  part  of  the  Office  of  the 
Administrator.  It  serves  as  a  focal  point  for  SAMHSA's  data  collection  activities.  The  OAS  conducts  analysis 
and  disseminates  data.  OAS  is  also  responsible  for  coordinating  evaluation  and  program  activities  for  the 
Agency.  The  Office  coordinates,  interprets  policy,  and  provides  general  oversight  of  all  SAMHSA  data  activities. 
It  also  conducts  several  major  national  surveys. 

Activities  in  the  Office  of  the  Administrator  provide  overall  management  and  leadership  for  Agency-wide  policy 
concerning  substance  abuse  and  mental  health  services  to  more  effectively  meet  the  needs  of  people,  through 
improvement  in  treatment  service  systems.  The  OA  responds  to  policy  and  data  requests  from  outside 
organizations  and  provides  administrative  and  management  support  to  the  entire  Agency  through  its  centralized 
services.  These  include  personnel  services,  equal  employment  opportunity,  space  and  property  management,  and 
telecommunications  and  ADP  activities.  The  latter  includes  support  for  the  Agency's  Local  Area  Network  (LAN) 
system  and  personal  computer  support  for  all  SAMHSA  employees.  Included  within  the  OA  are  staff  who 
coordinate  contract  and  grant  review  and  award  policies,  agency  program  planning,  and  other  administrative  and 
technical  staff. 

The  Office  of  the  Administrator  provides  leadership  and  guidance  in  developing  and  implementing  the  Agency 
plans  to  meet  women's  substance  and  mental  health  services  needs  among  the  three  SAMHSA  components  and 
provides  overall  direction  for  the  SAMHSA  HIV/AIDS  programs.  The  OA  also  provides  support  and  overall 
direction  for  the  Agency's  role  in  alcohol  prevention  and  treatment  which  includes  special  emphasis  on  fetal 
alcohol  syndrome/fetal  alcohol  effect 

Funding  levels  for  last  five  fiscal  years  were  as  follows: 

Funding  ELE 

1992  * $54,61 1,000  690 

1993  ** 57,820,000  739 

1994  ** 61,296,000  699 

1995  ** 61,113,000  591 

1996  *• 56,390,000  610 

'Comparable  figure  based  on  the  ADAM  HA  Reorganization  Act,  P.L.  102-321. 
•♦Comparable  funding  levels  based  on  FY  1996  SAMHSA  reauthorization  proposal. 


Rationale  for  the  Budget  Request 


The  request  of  $54,500,000  reflects  a  decrease  of  $1.9  million  from  the  FY  1996  Policy  level  resulting  from 
managed  savings.  Over  the  past  year,  SAMHSA  managers  have  undertaken  an  extensive  review  of  the  Agency's 
administrative  structure.  Some  actions  will  soon  be  undertaken  to  streamline  management,  strengthen  program 
capabilities,  and  conserve  resources.  A  major  guiding  principle  throughout  this  process  has  been  the  need  to 
streamline  administrative  functions  while  at  the  same  time  keeping  the  integrity  and  strength  of  our  programs. 
The  plan  reflects  the  major  principles  of  streamlining/consolidating  administrations  functions,  and  whenever 
possible  re-directing  FTE  savings  back  to  programs.  The  plan  maintains  three  distinct  and  separate  Centers  as 
the  basis  for  leadership  and  programs  in  mental  health  and  substance  abuse  prevention  and  treatment  As  a  result 
of  these  changes,  the  Centers  will  be  able  to  focus  more  attention  and  effort  to  program  areas  in  order  to  further 
advance  the  field.  This  new  organizational  structure  should  achieve  an  overall  25-30  percent  reduction  in  total 
administrative  staff.  To  the  extent  possible,  FTE  and  dollar  savings  achieved  in  administrative  consolidations 


813 


67 

wfll  be  transferred  to  the  Centers  for  program  use.  These  actions  will  be  discussed  in  detail  in  a  separate  report 
to  the  Committee  which  will  be  forwarded  by  March  31,  1996. 


Ceiling  Full-Time  Equivalent  Table  1/ 


FY  1995  FY  1996  FY  1997  Increase  or 

Actual  Policy  Estimate  Decrease 
FTEs: 

Direct 589  608                   608  — 

Reimbursable  _2  -2                     _2  _= 

Total,  Ceiling  FTEs   591  610                   610  — 

1/  Excludes  FTEs  funded  from  the  set-asides  of  the  Performance  Partnerships. 


Increases: 


Built-in: 

Annualization  of  January  1996  pay  raise  +$1 13,000 

Within  grade  pay  increases   +338,000 

January  1997  pay  raise  at  3.0% +470,000 

Increased  rental  payments  to  GSA +79.000 

Tote',  II  ureases   +1,000,000 


Reduction  of  Agency  Staff  and  Other  Managed  Savings  -2.890.000 

Total,  Decreases -2.890.000 

Net  Change -1,890,000 
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SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 

DRUG  BUDGET  SUMMARY 

(dollars  in  thousands) 


ACTIVITY 
Drug  Resources 
by  Function 

Prevention  (All  Programs) 

Treatment    (All  Programs) 

Total  

Drug  Resources 

by  Budget  Program 

1.  Knowledge  Development  and 

Application  Program: 

Substance  Abuse  Prevention 

High  Risk  Youth 

Pregnant  Women  &  Infants 

Other  Demonstrations 

Community  Prevention 

Public  Education  and  Dissemination 

Training 

Subtotal,  Prevention 

Substance  Abuse  Treatment 

Target  Cities  (Crisis  Areas)  Demonstrations 

Treatment  Improvement  Demonstrations: 
Women/Children  Demonstrations 

Forfeiture  Fund  Transfer. 

Criminal  Justice  Program 

Critical  Populations 

Comprehensive  Community  Treatment  Program 

Forfeiture  Fund  Transfer. 

Addiction  Treatment  Training 

AIDS  Training 

AIDS  Linkage 

AIDS  Outreach 

Subtotal,  Treatment 

2.  Substance  Abuse  Performance  Partnerships  :  2/ 

Treatment  Capacity  Expansion  Program 

Performance  Partnerships 

Program  Management 

TOTAL  SAMHSA. 

Forfeiture  Fund. 

Drug  Only  Funding 

Alcohol  Primary/Drug  Secondary 

Alcohol  Under  Age  21   

Total,  Substance  Abuse 

Total  FTE 

Total  Agency  Budget 

Drug  Percentage 


FY  1995 
Actual 

FY  1996 
Policy    1/ 

$292,531 
805.553 

FY  1997 
Estimate 

$430,195 
942.098 

$371,429 
913.191 

1,372,293 

1,098,085 

1,284,620 

65,160 
22,501 
6.318 
114,741 
13,465 
16,049 


238,234 

35,520 

64,228 

(10,000) 

37.502 

23,561 

31,073 

(4,000) 

5,590 

2.787 

7,739 

7,500 


1,372.293 

365 

$2,194,668 

62.53% 


212,223 


1,098,085 

353 

$1,854,437 
59.21% 


352,086 


215.500 

— 

— 

6,701 
877,110 

856,392 

904,011 

34,748 

29,470 
$1,098,085 

m 

28,523 

$1,372,293 

($14,000) 

$1,284,620 
(SO) 

1,143,089 

175,860 

53,344 

874,295 

171,706 

52,084 

1,048,386 

181,254 

54,980 

1,284.620 

329 

$2,098,011 
61.23% 


1/   Based  on  levels  of  the  ninth  CR,  including  an  incremental  policy  adjustment. 
2/  The  Substance  Abuse  Performance  Partnerships  reflected  in  this  table  do  not  include 
Alcohol-only  data. 

TOTALS  MAY  NOT  ADD  DUE  TO  ROUNDING 
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SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 

1997  PRESIDENT'S  BUDGET 

Drug  Budget  Summary 

I.  Resource  Summary  (see  table) 

II.  1996  Program  Summary 


All  programs  administered  by  the  Center  for  Substance  Abuse  Treatment  (CSAT)  and  the  Center  for  Substance 
Abuse  Prevention  (CSAP)  are  considered  drug-related  activities.  The  1996  Policy  Level  and  the  1997 
President's  Budget  fund  a  consolidated  Knowledge  Development  and  Application  program  (KDA)  where  85% 
of  the  funding  is  for  drug-related  activities,  including  42.5%  for  prevention  and  42.5%  for  treatment. 
Approximately  71.1  percent  of  the  current  Substance  Abuse  Block  Grant  (SABG)  and  the  new  Performance 
Partnership  Grant  (PPG)  is  considered  drug-related.  This  is  based  on  current  statute  which  requires  a 
minimum  expenditure  for  alcohol-only  activities.  This  budget  assumes  historical  spending  patterns  for  drug- 
related  prevention  and  treatment  activities,  pending  data  on  actual  State  experience  under  the  proposed 
legislation. 


III.  Budget  Summary 


19%  Base  Program 

The  1996  Policy  Level  reflects  the  average  of  the  House  and  Senate  marks,  plus  an  additional  $25  million  for 
the  Substance  Abuse  Block  Grant/Performance  Partnership  Grant.  Funding  for  the  Knowledge  Development 
and  Application  Program  is  not  sufficient  to  fully  fund  continuations;  however,  no  final  decisions  have  been 
made  on  termination  of  projects.  The  agency  is  committed  to  funding  $31  million  in  new  projects  at  this  level, 
of  which  $23.5  million  will  support  drug  abuse  prevention  and  treatment.  A  total  of  $11.0  million  for 
prevention  and  $12.5  million  for  treatment  will  be  distributed  across  the  following  programs:  Managed  Care; 
Prevention  Initiative;  Children's  Initiative;  Homeless  Initiative;  Marijuana  Initiative;  and,  Wrap  Around 
Services. 


1997  Summary  of  Request 

•  The  FY  1997  request  provides  a  total  of  $352. 1  million  for  substance  abuse  prevention  and  treatment 
Knowledge  Development  and  Applications  programs,  an  increase  of  $139.9  million  over  the  FY  1996 
Policy  Level.  Of  this  total  increase  in  funding,  $71.6  million  is  for  prevention  programs  and  the  remaining 
$68.3  million  will  be  used  to  support  new  treatment  capacity.  This  new  start  funding  will  support 
prevention  and  treatment  initiatives  in  the  following  programs:  Managed  Care;  Early  Childhood 
Problems;  Co-Occurring  Disorders,  Changing  Systems  and  Practice.  Criminal  Justice;  Emerging  Issues; 
and,   Standards  and  Guidelines. 
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The  FY  1997  request  for  the  Substance  Abuse  Performance  Partnerships  is  $1,272  billion,  an  increase 
of  $67  million  in  drug-related  resources  over  the  FY  19%  Policy  Level.  SAMHSA  will  continue 
working  with  the  States  and  establish  objectives  to  carry  out  the  goals  of  the  program  which  are  to 
reduce  the  incidence  and  prevalence  of  substance  abuse  and  dependence,  improve  access  to  appropriate 
prevention  and  treatment  programs,  enhance  the  effectiveness  of  such  programs,  and  reduce  the 
community  and  personal  health  risks  of  substance  abuse.  Negotiated  performance  objectives  and 
indicators  will  provide  States  greater  latitude  in  directing  resources  to  meet  local  needs  as  well  as 
ensuring  that  Stale  and  Federal  needs  are  met  with  regard  to  substance  abuse  treatment  and  prevention. 


IV.   Program  Statistics 


A.   People  Needing  Treatment 

The  primary  source  of  information  on  substance  abuse  in  the  country  is  the  National  Household  Survey  on 
Drug  Abuse  (NHSDA)  conducted  annually  by  SAMSHA.  The  survey  has  been  used  to  provide  estimates  of 
the  number  who  need  but  do  not  receive  treatment  for  drug  abuse.  Previous  estimates  had  a  tendency  to 
understate  treatment  need  because  not  all  respondents  admit  they  have  a  problem.  New  estimates  have  been 
developed  that  correct  this  under-reporting.  Data  are  improved  by  using  other  information  available  in  the 
Household  Survey  that  points  to  the  existence  of  a  serious  abuse  problem  such  as  frequency  of  drug  use, 
injection  of  drugs,  and  treatment  status.  The  result  is  a  more  precise  but  still  conservative  estimate  because 
only  the  most  serious  problems  are  included  in  the  need  group.  To  deal  with  the  under-reporting  problem, 
external  sources  of  information  such  as  the  Uniform  Crime  Report  and  the  National  Drug  and  Alcohol 
Treatment  Unit  Survey  (NDATUS)  are  used  to  adjust  the  NHSDA  estimates.  One  consequence  of  the  change 
is  a  42%  increase  over  previous  estimates  of  the  number  of  people  needing  treatment  in  1994. 

These  adjustments  increase  the  estimate  of  the  number  of  persons  in  treatment  as  well  as  the  number  in  need 
of  treatment.  For  1994  the  estimate  of  those  in  treatment  increases  by  31%.  An  analysis  of  the  trends  for  the 
period  1989  to  1994  based  on  these  changes  shows  the  number  of  persons  most  in  need  of  treatment  declined 
from  4.6  to  3.6  million.  The  number  of  persons  in  treatment  also  increases  from  1.6  to  1.8  million  suggesting 
a  decline  in  die  gap  between  the  number  in  need  and  the  number  in  treatment 
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Changes  in  Treatment  Need  and  Clients  Treated 
(Thousands) 


YEAR 

1989 

1990 

1991 

1992 

1993 

1994 

TOTAL  TREATMENT  NEED 

8539 

8066 

7554 

7224 

6778 

7090 

LEVEL  ONE 

Persons  With  Less  Severe  Problems 
Needing  Treatment 

3938 

3,733 

3,304 

3,329 

2,864 

3537 

LEVEL  TWO 

Persons  With  Severe  Problems 
Needing  Treatment 

Clients  Treated 

4601 

4333 

4250 

3895 

3914 

3553 

1570 

1633 

1649 

1815 

1848 

1847 

Percent  Level  Two  Treated 
Percent  Level  Two  Not  Treated 

34% 

38% 

39% 

47% 

47% 

52% 

66% 

62% 

61% 

53% 

53% 

48% 

Treatment  Gap 

3031 

2700 

2601 

2080 

2066 

1706 

Note:  Clients  treated  for  1989-90  and  1994  are  estimated  from  current  data. 


B    People  Treated  with  SAMHSA  Funding 

A  change  has  also  been  made  in  the  method  for  estimating  the  amount  of  treatment  that  can  be  supported  with 
the  SAMSHA  budget  Prior  estimates  were  based  on  calculations  using  data  based  on  numerous  assumptions 
and  projections  of  these  data  into  the  future.  The  new  approach  uses  the  average  annual  cost  of  treating  a  person 
with  substance  abuse  to  estimate  the  number  of  persons  who  can  be  treated  for  a  given  SAMSHA  budget,  inflated 
by  the  Gross  Domestic  Product  (GDP)  through  1997. 

The  present  estimate  shows  the  SAMSHA  budget  request  would  support  the  treatment  of  32 1 ,346  persons  with 
a  serious  substance  abuse  problem,  or  roughly  10%  of  all  those  identified  as  needing  treatment  This  represents 
an  increase  of  22,500  persons  treated  with  SAMHSA  funds  over  the  1996  Policy  level. 
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Number  of  Persons  Receiving  Treatment 
with  SAMHSA  Funding 


Year 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

SAMHSA  Drug 
Treatment  Funding 
(dollars  in  $  000's) 

$327,222 

$517,955 

$566,186 

$640,454 

$694,901 

$714,861 

$735,631 

$662,834 

$731,706 

Cost  per  person 
per  year 

$1,801 

$1,879 

$1,950 

$2,005 

$2,050 

$2,093 

$2,153 

$2,218 

$2,277 

Clients  Treated/ 
SAMHSA  Funding 

181,689 

275,650 

290,292 

319^99 

338,976 

341,523 

341,691 

298,843 

321346 

Note:  Cost  per  person  estimates  are  based  on  a  cost  estimate  using  NDATUS  1993  data, 
adjusted  to  current  dollars  by  using  a  GDP  price  deflator  set  to  1993=1.  SAMHSA  funding  is 
in  current  dollars.  Cost  per  person  estimates  represent  averages  of  all  types  of  specialty 
treatment 


C.  Change  in  Drug  Treatment  Estimation 

BACKGROUND 

The  1997  President's  request  proposes  a  significant  change  in  the  methodology  used  to  estimate  national  drug 
treatment  need,  and  the  degree  to  which  the  SAMHSA  budget  addresses  that  need.  Previous  budgets  and 
supporting  backup  information  included  drug  treatment  "slot"  numbers  as  a  quantitative  output  measure  of 
national  drug  treatment  capacity.  The  slot  concept  derived  from  the  federal  government's  pre- 1981  practice  of 
purchasing  a  certain  number  of  drug  abuse  treatment  slots  from  States  each  year  through  Statewide  service 
contracts.  Each  slot  or  "bed"  represented  the  static  capacity  to  treat  one  drug  abuser  at  one  tune;  depending  upon 
the  length  of  an  individual's  treatment  regimen,  one  slot  would  support  services  for  2-3  individuals  each  year. 

The  treatment  slot  concept  continued  as  the  federal  government's  principal  measure  of  determining  national  drug 
treatment  capacity  with  the  development  of  the  National  Drug  Treatment  Requirements  Table  in  the  late  1 980s. 
This  analysis  served  two  purposes,  to  relate  federal  resources  to  treatment  services,  and  to  provide  the  Office  of 
National  Drug  Control  Policy  (ONDCP)  with  an  indicator  of  the  national  drug  treatment  need,  as  required  by 
aurtmriTing  legislation.  As  such,  die  Treatment  Requirements  Table  became  a  valuable  tool  for  translating  future 
year  budget  requests  into  objective  measures  of  treatment  utilization.  In  providing  a  comprehensive  view  of  the 
Nation's  drug  capacity  projected  into  future  budget  years,  however,  the  analysis  used  several  assumptions  that 
were  called  into  question  by  SAMHSA  and  others,  leading  to  an  internal  review  of  trie  slot  concept  and  projection 
methodology. 

PREVIOUS  DRUG  TREATMENT  ESTIMATION 

The  previous  model  provided  an  estimate  of  total  drug  abusers  in  the  Nation,  as  well  as  those  with  serious 
problems;  national  treatment  capacity  or  slots,  included  those  supported  by  the  federal  government  (and  in 
particular,  SAMHSA);  the  number  of  individuals  who  could  be  treated  given  the  available  capacity;  and  the  gap 
between  national  treatment  need  and  available  capacity.  The  Table  provided  a  reasonably  complete  picture  of 
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treatment  need  and  capacity.  It  had  value  in  linking  future  federal  drag  investment  to  anticipated  progress  in 
fighting  the  drag  problem.  However,  it  was  recognized  from  the  start  that  the  projection  methodology  needed 
continued  future  refinement  This  was  because: 

•  Data  on  individuals  needing  and  receiving  treatment  were  not  highly  refined.  The  number  of  estimated 
drag  users  was  derived  from  the  National  Household  Survey  of  Drag  Abuse,  which  is  conducted 
annually.  While  some  adjustments  were  made  for  prison  and  homeless  populations  not  subject  to  survey, 
the  data  were  considered  understated  because  of  individuals'  reluctance  to  volunteer  information  to  the 
federal  government  about  their  drag  problems. 

•  The  model  relied  upon  treatment  slots  as  the  primary  indicator  of  treatment  availability.  The  slot  concept 
had  historical  value  as  a  readily  understood  measure  of  static  treatment  capacity.  However,  treatment 
providers  did  not  organize  or  quantify  their  capabilities  by  slots  once  Block  Grants  superseded  the 
previous  State  contracts.  Moreover,  federal  data  on  available  slots  was  based  on  one  NDATUS  survey 
of  providers  then  projected  based  on  assumptions.  Similarly,  the  number  of  individuals  treated  within 
an  average  slot,  or  throughput,  was  estimated  using  techniques  which  were  not  as  methodologically 
sound  as  other  SAMHSA  estimates. 

•  People  served  through  federal  programs  were  estimated  based  on  numbers  of  slots.  Once  numbers  of 
treatment  slots  and  their  average  costs  were  developed,  those  individuals  treated  through  federal 
programs  were  determined  on  a  proportional  basis.  Essentially,  this  compounded  the  inaccuracies 
inherent  in  both  the  treatment  slot  numbers  and  the  estimated  throughput  data. 

•  In  order  to  provide  a  national  picture  for  the  future,  numerous  assumptions  had  to  be  made.  These 
included  estimating  future  numbers  of  those  abusing  drugs;  the  success  rate  of  future  treatment  regimens; 
the  length  of  stay  in  treatment,  as  measured  by  changes  in  throughput;  future  inflation;  and  projected 
future  investment  of  the  public  and  private  sectors  in  drug  treatment,  exclusive  of  federal  support. 

The  methodological  difficulties  posed  in  developing  a  comprehensive  view  of  national  drag  status  based  on 
limited  epidemiologic  data  were  recognized  as  an  inherent  problem  of  the  drag  model.  Because  of  its  utility  and 
the  continuing  need  for  some  measure  of  national  treatment  need,  it  was  maintained  in  limited  fashion  while  a 
complete  review  of  the  underlying  methodology  was  undertaken  by  SAMHSA.  The  National  Drag  Treatment 
Requirements  table  was  last  made  public  in  the  1995  President's  Budget  Request  published  in  January  of  1994. 
Since  then,  only  data  on  SAMHSA  treatment  slots  and  persons  served  through  S AMHSA-supported  programs 
have  been  published  while  this  review  was  undertaken. 

NEW  DRUG  TREATMENT  ANALYSIS 

Over  the  past  year  SAMHSA  has  conducted  a  thorough  analysis  of  the  statistical  validity  of  the  data  collected 
through  the  Household  Survey  and  NDATUS,  as  well  as  that  available  from  other  sources.  This  includes 
information  on  the  total  population  as  well  as  key  subpopulations.  Various  techniques  for  cross-checking 
reporting  accuracy  have  also  been  reviewed  The  results  of  these  and  other  analysis  were  considered  in 
developing  new  methods  of  estimating  national  treatment  need,  those  currently  being  treated,  and  the  national 
treatment  gap.  The  result  is  a  substantial  revision  in  the  National  Drag  Requirements  Table,  which  follows  this 
discussion. 

The  data  now  reported  differ  considerably  from  previous  estimates.  There  are  also  policy  considerations  inherent 
in  these  data,  including  their  implications  for  federal  drag  programs.  The  most  significant  change  is  that  the 
estimates  are  no  longer  based  on  treatment  slots,  but  instead  rely  upon  more  years  of  better  adjusted  data  reported 
through  SAMHSA  surveys.  Taken  as  a  whole,  the  change  in  methodology  results  in  the  following: 
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•  Data  on  total  treatment  need  are  more  accurate.  In  order  to  correct  under  reporting  problems  and  other 
inconsistencies  in  the  prior  information,  three  important  changes  have  been  made: 

1.  Crime  report  data  and  NDATUS  information  from  treatment  facilities  on  persons  actually  in 
treatment  are  used  to  cross-check  Household  Survey  data  self-reported  by  individuals.  Ratio 
estimation  techniques  are  employed  to  adjust  the  Household  Survey  data,  increasing  both  the 
numbers  of  individuals  with  a  drug  problem  and  those  undergoing  treatment  for  it 

2.  Criteria  employed  to  determine  those  with  a  drug  problem  have  been  updated.  The  new  criteria 
are  more  expansive  in  their  coverage;  for  example,  all  injecting  drug  users  and  all  individuals 
receiving  treatment  are  automatically  considered  to  have  a  drug  problem,  which  was  not  the  case 
before. 

3.  The  updated  NDATUS  information  now  used  to  estimate  those  in  treatment  are  more  complete 
and  more  accurate,  further  increasing  our  reported  numbers. 

•  Far  fewer  data  assumptions  need  to  be  made. 

Data  on  people  requiring  drug  treatment  and  clients  in  treatment  are  no  longer  projected  beyond  the  last 
year  of  actual  survey  information,  in  mis  case  1994.  No  assumptions  are  made  about  future  drug  trends 
or  changes  in  State,  local  or  private  treatment  resources  which  would  impact  on  nationwide  treatment 
capacity, 

•  SAMHSA-supported  treatment  data  are  also  more  accurate. 

In  lieu  of  translating  treatment  slot  data  into  numbers  of  individuals  treated  with  SAMHSA  funding,  an 
estimate  of  SAMHSA  support  is  made  by  applying  a  national  average  cost  per  individual  receiving 
services  to  the  total  SAMHSA  treatment  budget  Only  two  assumptions  are  made,  that  our  treatment 
services  are  provided  at  the  same  cost  as  the  national  average,  and  that  future  treatment  costs  will 
increase  at  the  same  rate  as  the  Gross  Domestic  Product  These  assumptions  will  undergo  refinement 

•  The  reported  data  are  much  simpler  to  understand 

Besides  being  more  accurate,  the  reported  information  is  limited  to  only  that  essential  for  core  policy 
purposes.  The  gap  between  the  more  serious  need  for  treatment  and  clients  actually  treated  is  specifically 
identified.  A  direct  relationship  now  exists  between  SAMHSA  drug  funding  and  the  number  of  clients 
treated. 

POLICY  CONSIDERA  TIONS 

Revisions  to  the  Drug  Requirements  Table  were  considered  in  order  to  address  serious  concerns  about  the 
accuracy,  reliability,  and  relevance  of  the  model  previously  used  The  changes  in  reported  data  which  result, 
however,  also  have  implications  for  federal  policy  which  need  to  be  considered  Perhaps  foremost  among  these 
is  the  fact  that  data  refinements,  primarily  to  adjust  for  prior  under  reporting,  now  indicate  an  average  68  percent 
greater  number  of  persons  in  need  of  treatment  in  the  country;  an  average  49  percent  increase  in  those  with  more 
serious  need  for  treatment;  and  an  average  17  percent  larger  number  of  people  in  treatment  than  previously 
assumed 

Significantly,  the  new  data  show  that  all  reporting  measures  were  previously  understated  The  simultaneous  data 
readjustments  thus  maintain  the  same  relationships  among  them.   While  more  people  are  estimated  to  need 
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treatment  than  was  previously  thought,  more  people  are  also  estimated  to  receive  treatment.  The  treatment  gap, 
or  difference  between  those  who  need  treatment  and  those  actually  treated  is  now  48  percent,  very  close  to  the 
43  percent  reported  under  the  previous  methodology.  In  both  the  previous  and  the  new  methodologies,  the 
numbers  of  persons  with  need  for  treatment,  and  the  treatment  gap  continued  to  decline  over  the  1989-1994 
period. 

The  trends  change  direction  in  only  one  area  under  the  new  methodology,  the  number  of  clients  treated  nationwide 
between  1989  and  1994.  We  had  previously  projected  a  declining  national  treatment  capacity  over  this  period, 
and  the  newer  data  show  that  there  is  an  actual  increase.  There  are  three  primary  reasons  for  this.  As  noted 
above,  SAMHSA  previously  used  only  one  year  of  data  to  estimate  those  in  treatment.  By  using  several  years 
of  NDATUS,  the  new  data  are  much  more  accurate.  Secondly,  in  order  to  use  slot  information,  throughput  rates 
had  to  be  used  to  estimate  the  number  of  people  treated  per  year  in  each  slot  Assumptions  were  made  that  future 
treatment  regimens  would  be  longer  and  throughput  would  be  lower,  since  demonstration  results  showed  that 
more  lengthy  treatment  results  in  better  outcomes.  Since  those  in  treatment  are  now  measured  directly,  such 
assumptions  no  longer  need  to  be  made.  And  finally,  assumptions  made  about  future  changes  in  treatment  slot 
cost  due  to  inflation  could  not  be  verified  through  our  data  systems.  Compounding  higher  rates  of  inflation  over 
the  years  resulted  in  few  individuals  shown  as  being  treated.  The  new  data  are  based  on  more  recent  data,  and 
inflated  at  a  lower  GDP  rate. 

A  number  of  questions  and  concerns  about  the  Nation's  drug  treatment  policies  and  capacity  still  remain.  They 
include  the  continued  presence  of  a  large  treatment  gap;  the  fact  that  many  of  those  without  access  to  treatment 
neither  want  nor  seek  out  treatment;  concerns  about  how  to  address  the  needs  of  persons  with  less  serious 
problems  who  may  require  less  intensive  treatment,  or  prevention  interventions;  and  the  large  number  of 
individuals  who  will  not  beneflt  from  treatment,  and  may  recycle  through  such  programs.  SAMHSA  intends  to 
continue  to  examine  these  issues,  particularly  through  the  Knowledge  Development  and  Application  program  and 
selected  demonstration  efforts.  Data  in  the  drug  requirements  table  will  be  updated  and  refined  as  improvements 
are  made  in  data  collection  instruments  and  secondary  analyses.  In  short,  we  expect  the  new  requirements 
methodology  to  form  the  basis  for  the  systematic  application  of  new  knowledge,  combined  with  sustained  federal 
treatment  resources  through  Performance  Partnerships,  to  reduce  the  Nation's  drug  problems. 

V.  Program  Accomplishments 

SAMHSA  has  implemented  numerous  initiatives  and  programs  designed  to  support  the  National  Drug  Control 
Strategy  goals.  Highlights  of  SAMHSA's  1995  accomplishments  Include: 

•  Technical  reviews  and  focused  technical  assistance  were  conducted  in  60  States  and  territories,  covering: 
effectiveness  of  treatment  and  prevention  services,  efficient  use  of  Substance  Abuse  Prevention  and 
Treatment  Block  Grants  resources,  establishing  linkages  between  public  health  and  justice  programs, 
and  planning/implementation  of  managed  care  initiatives. 

•  Fifty  -three  slates  now  have  the  resources  and  technology  to  conduct  needs  assessments  at  the  sub-state 
level;  most  of  the  States  are,  for  the  first  time,  empowered  to  conform  to  statutory  requirements 
dictating  that  Block  Grant  funds  be  distributed  at  the  local  level  based  on  need. 

•  New  practice  guidelines  were  completed  and  broadly  disseminated,  covering  such  topics  as:  combating 
TB,  better  patient-treatment  matching,  improved  detoxification  protocols,  substance  abuse  treatment 
in  managed  care  settings,  combining  treatment  with  diversion  for  juveniles  in  the  justice  system,  and 
family-based  approaches  to  prevention. 
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•  To  serve  the  most  difficult  substance-abusing  offender  populations,  S  AMHS  A  jointly  funded  a  national 
Resource  Center  for  the  Dually  Diagnosed  in  coordination  with  the  National  Institute  of  Corrections. 

•  In  1995,  over  1,000  women  and  1,125  children  were  served  by  SAMHSA's  programs  for  Pregnant  and 
Post-partum  Women  with  Infants.  Preliminary  surveys  show  that  a  large  percentage  —  approximately 
95%  —  of  children  in  these  programs  are  born  drug-free  and  without  complication.  Follow-up  data 
indicate  that  over  75%  of  women  who  succeed  in  treatment  remain  drug-free  post  treatment,  and  8 1% 
of  women  referred  to  programs  by  the  criminal  justice  system  had  no  new  charges  post-treatment 

•  S  AMHS  A  has  downloaded  current  research,  evaluation  and  survey  findings  through  Prevention  On  Line 
(PREVline)  to  State  and  local  prevention  agencies,  educational  institutions,  community  groups  and 
organizations,  and  other  users  connected  to  the  Internet.  By  the  end  of  FY  1995,  there  were  67  gopher 
sites  allowing  direct  access  to  PREVline  through  the  Internet. 

•  The  Community  Partnership  Program  involves  over  30,000  non-profit  organizations  and  businesses  in 
local  prevention  projects  and  annually,  with  each  project  annually  averaging  more  than  3,845  hours  of 
volunteer  labor.  Findings  to-date  include:  1)  the  number  and  diversity  of  prevention  activities  has  strong 
predictive  value  for  success,  as  does  the  degree  of  sustained  participation  and  cooperation  among 
multiple  institutions  (businesses,  schools,  social  services,  churches,  etc.);  2)  the  length  of  time 
prevention  efforts  are  under  way  has  a  marked  impact  on  substance  abuse;  and  3)  community-based 
prevention  efforts  quickly  erode  without  stable,  dedicated  financial  support  Communities  that  maintain 
a  stable  array  of  prevention  activities  through  partnership  with  multiple  institutions  can  be  notably 
successful,  as  in  the  case  of  the  Community  Partnership  in  Portland,  Oregon  which  reports:  1)  a  drop 
in  births  of  drug-affected  babies;  2)  a  drop  in  alcohol  use  by  1 1th  graders;  and  3)  a  drop  in  alcohol- 
related  deaths  of  teen  drivers. 

•  The  High  Risk  Youth  Program  served  35,000  youth  and  family  members  in  FY  1995.  SAMHSA 
estimates  that  approximately  12,000  practitioners  in  the  health  care,  social  services  and  education 
systems  receive  training  on  an  annual  basis  through  the  HRY  Program.  Preliminary  data  appear  very 
promising,  indicating  that  program  participants,  when  compared  to  non-participating  youth,  experience 
one  or  more  of  the  following  outcomes:  1)  higher  rates  of  school  attendance,  2)  better  grades,  3)  better 
homework  performance,  4)  improved  school  readiness,  5)  increased  attachment  to  school,  6)  stronger 
belief  in  conventional  social  rules,  and  7)  a  higher  level  of  commitment  to  education. 

•  The  Critical  Populations  Program,  which  serves  a  variety  of  highly  vulnerable,  often  multiply-diagnosed 
individuals,  has  experienced  positive  evaluation  results  that  include:  improved  rates  of  employment 
reduced  rates  of  HIV/ AIDS,  reduced  criminal  activity,  and  improved  overall  health,  well-being  and  social 
functioning  for  program  participants. 

•  The  Target  Cities  program,  established  to  assist  major  metropolitan  areas  with  establishing  improved, 
integrated  systems  of  patient  intake,  assessment  referral  and  case  management  has  reported 
preliminary  findings  indicating  that  SAMHSA  assistance:  1)  contributed  substantially  to  the  treatment 
technology  base  through  the  creation  and  implementation  of  needed  automated  technology  for  patient 
intake,  assessment  and  referral  which  are  now  in  the  public  domain,  2)  demonstrated  that  system 
integration  can  be  accomplished  with  limited  resources,  and  3)  demonstrated  that  clients  who  are  case 
managed  and  receive  benefit  of  transportation  and  other  ancillary  facilitation  services  stay  in  treatment 
longer  and  are  more  likely  to  complete  treatment. 


823 


78 


Through  its  network  of  1 1  geographically  dispersed  Addiction  Training  Centers  SAMHSA  provided 
450,000  contact  hours  of  academic  and  continuing  education  training  to  1 3,000  trainees  for  an  average 
cost  of  $  1 1 .00  per  training  hour.  Approximately  40%  of  the  trainees  are  minorities. 

SAMHSA 's  partnership  with  the  National  Institute  of  Justice  and  the  D.C.  Pretrial  Services  Agency  in 
support  of  a  prototype  drug  court  came  to  fruition  in  1995.  This  effort,  involving  expedited  judicial  case 
processing  of  felony  drug  cases  and  holistic  approaches  to  adjudication,  assessment  and  treatment  has 
rendered  findings  of  substantial  import  to  the  Nation:  initial  evaluation  findings  indicate  that  drug  use 
declined  from  100%  to  40%  for  justice  clients  who  participate  in  the  Drug  Court  program,  .as  compared 
to  use  rates  that  ranged  from  100%  to  70%  for  clients  who  matriculated  through  the  regular  Pretrial  case 
processing  system. 

SAMHSA 's  demonstration  programs  that  focus  on  Community  Based  Outreach  and  Intervention  for 
HIV/AIDS  and  Related  Diseases  Among  Substance  Abusers,  one  of  SAMHSA 's  newest  programs,  has 
rendered  preliminary  program  data  indicating:  1)  the  use  of  mobile  vans  for  outreach  more  than  doubles 
the  percentage  of  clients  tested  for  HIV,  although  the  use  of  mobile  vans  does  not  significantly  increase 
the  cost  of  a  project,  2)  outreach  combined  with  substance  abuse  treatment  results  in  far  greater  rates  of 
abstinence  than  does  outreach  alone:  86%  of  the  clients  who  receive  both  types  of  services  report 
reducing  or  stopping  their  drug  use. 

SAMHSA's  program  for  Linking  Community-Based  Primary  Care,  Substance  Abuse,  HIV/AIDS  and 
Mental  Health  Treatment  Services  has  rendered  preliminary  outcomes  indicating  that  the  program  has 
successfully  reduced  alcohol  and  drug  use;  reduced  morbidity  and  mortality  associated  with  HTV,  TB, 
and  sexually  transmitted  diseases;  decreased  criminal  involvement;  improved  mental  health;  enhanced 
socio-economic  and  living  conditions;  and  maximized  client  retention  in  substance  abuse  treatment. 
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FY  1995 
Actual 

FY  1998 
Policy 

FY  1997 
Estimate 

11 

11 

11 

28 

28 

28 

591 

610 

610 

Substance  Abuse  and  Mental  Health  Services  Administration 
Detail  of  Ceiling  Full-Time  Equivalent  Employment  (FTE)  1/ 


Mental  Health  Performance  Partnerships 

Substance  Abuse  Performance  Partnerships. 

Program  Management 

Total,  SAMHSA 630  649  649 


Average  GS/GM  Grade 

1993 10.91 

1994 10.84 

1995 1 1 .03 

1996 1 1 .01 

1997 11.01 


1/  Reflects  FTE  ceiling,  not  FTEs  which  can  actually  be  supported  with  amounts  requested. 
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Substance  Abuse  and  Mental  Health  Services  Administration 
Detail  of  Positions 


FY  1995 
Actual 


FY1996 
Policy 


FY  1997 

Estimate 


Executive  Level  I — 

Executive  Level  II — 

Executive  Level  III — 

Executive  Level  IV 1 

Executive  Level  V — 

Subtotal 1 

Total  -  Exec.  Lev.  Sal 115,700 

ES-6 2 

ES-5 2 

ES-4 6 

ES-3 3 

ES-Z 1 

ES-1 — _ 

Subtotal 14 

Total  -  ES  Salary 1,575,971 

GM/GS-15 63 

GM/GS-14 88 

GM/GS-13 154 

GS-12 57 

GS-11 24 

GS-10 3 

GS-9 19 

GS-8 24 

GS-7 67 

GS-6 35 

GS-5 16 

GS-4 18 

GS-3 7 

GS-2 2 

GS-1 1_ 

Subtotal 578 

CC-08/09 — 

CC-07 — 

CC-06 11 

CC-05 18 

CC-04 5 

CC-03 3 

CC-02 — 

CO01 — _ 

Subtotal 37 

Total  full-time  equivalent  employment  EOY  *...  630 

Full-time  equivalent  usage  * 630 

Average  ES  Level 4 

Average  ES  Salary $112,569 

Average  GS/GM  grade 11.03 

Average  GS/GM  salary $36,174 


1 

115,700 


2 

2 

2 

2 

6 

6 

3 

3 

14 

14 

1,618.704 

1.667,265 

63 

63 

88 

88 

157 

157 

60 

60 

27 

27 

6 

6 

22 

22 

26 

26 

69 

69 

35 

35 

16 

16 

18 

18 

7 

7 

2 

1 

2 

1 

597 

597 

11 
18 
5 
3 

11 
18 
5 
3 

_ 

_ 

37 

37 

649 

649 

649 

649 

4 

$115,622 

11.01 

$37,094 

4 

$119,090 

11.01 

$38,207 

*  Does  not  include  reimbursable  detailees  to  St  Elizabeths  Hospital. 


Thursday,  May  16,  1996. 
CONSOLIDATED  DEPARTMENTAL  MANAGEMENT 

WITNESSES 

CYNTHIA  A.  METZLER,  ACTING  DEPUTY  SECRETARY  OF  LABOR 

MADELEINE  KUNIN,  DEPUTY  SECRETARY  OF  EDUCATION 

JOHN  J.  CALLAHAN,  ASSISTANT  SECRETARY  FOR  MANAGEMENT  AND 

BUDGET,  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
JIM  MCMULLEN,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET,  DE- 
PARTMENT OF  LABOR 
EDMUNDO  GONZALES,  CHLEF  FINANCIAL  OFFICER,  DEPARTMENT  OF 
LABOR 

thomas  skelly,  director,  budget  systems  dd7ision,  depart- 
ment of  health  and  human  services 

dennis  williams,  deputy  assistant  secretary  for  budget,  de- 
partment of  health  and  human  services 

Opening  Remarks 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

This  hearing  on  consolidated  management  begins  the  second  in 
a  series  of  consolidated  hearings  on  cross-cutting  issues.  Earlier  we 
held  two  consolidated  hearings  in  our  NIH  series,  one  on  neuro- 
science  and  the  second  on  chronic  diseases.  Our  intent  is  to  focus 
on  function  rather  than  structure,  and  to  look  for  areas  in  which 
agencies  can  work  together  better,  where  duplicative  funding  exists 
and  where  there  are  gaps  in  services. 

In  this  hearing  we  focus  on  management  functions  of  Govern- 
ment, which  all  too  often  receive  attention  only  when  there  are 
break-downs.  There  is  little  effective  oversight  and  little  recogni- 
tion of  the  real  reforms  that  have  occurred  during  the  last  several 
administrations. 

I  might  add  there  that  we  are  talking  about  reforms  in  the  Ap- 
propriations Committee  and  looking  at  our  own  functions  and 
structure,  and  one  of  the  things  I  believe  very  strongly — and  I  hope 
that  we  may  get  to  this  point  soon — is  that  we  probably  ought  to 
go  to  two-year  appropriations  cycles,  where  we  spend  the  first  year 
in  our  regular  hearings  and  where  we  spend  the  second  year  fine- 
tuning  the  two-year  appropriation  but  looking  at  great  detail  in  a 
way  of  oversight  at  issues  like  the  ones  we  are  going  to  attempt 
to  examine  today.  These  are  all  under  consideration  in  the  Appro- 
priations Committee  right  now. 

The  Departments  of  Health  and  Human  Services,  Labor,  and 
Education  carry  out  certain  similar  activities.  These  include  pri- 
marily making  grants  or  contracts  to  other  units  of  Government  or 
to  the  private  sector  to  carry  out  Federally  funded  activities. 

The  Labor  Department,  of  course,  is  also  heavily  involved  in  the 
enforcement  of  a  number  of  laws  affecting  the  Nation's  work  force. 
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In  spite  of  this  similarity,  the  departments  have  significantly  dif- 
ferent management  structures.  While  there  is  some  sharing  and 
cross-servicing,  given  the  similarity  of  function,  it  is  surprising  how 
little  cross-servicing  there  is. 

Please  keep  in  mind  that  the  purpose  of  these  hearings  is  not  one 
of  criticism;  rather,  it  is  to  get  us  all  thinking  about  these  impor- 
tant but  all-too-often  neglected  activities. 

As  is  the  usual  custom  with  the  subcommittee,  I  would  ask  each 
of  you  to  summarize  your  statements.  I  would  also  ask,  in  light  of 
my  comments,  that  you  describe  for  the  subcommittee  what  you 
think  is  a  major  innovation,  improvement  in  consumer  service,  or 
cost  reduction  in  your  management  area. 

Introduction  of  witnesses 

We're  pleased  to  welcome  today  Madeleine  Kunin,  the  Deputy 
Secretary  of  Education;  Cynthia  Metzler,  the  Acting  Deputy  Sec- 
retary of  Labor;  and  John  J.  Callahan,  the  Assistant  Secretary  for 
Management  and  Budget  of  the  Department  of  Health  and  Human 
Services. 

We  welcome  each  of  you.  I  don't  know  whether  you've  decided  a 
batting  order  here,  but  Madeleine,  do  you  want  to  begin? 

Opening  Statement  of  Madeleine  Kunin 

Ms.  Kunin.  Thank  you.  I'd  be  pleased  to.  Thank  you,  Mr.  Chair- 
man. We  greatly  appreciate  the  opportunity  to  appear  before  the 
subcommittee  and  share  with  you  the  management  improvements 
that  we've  made  at  the  Department  of  Education.  And  let  me  say 
that,  as  the  Secretary  and  I  and  others  have  moved  forward  on  pro- 
gram initiatives,  we  have  always  placed  tremendous  emphasis  on 
management  and  realize  that  we  can't  deliver  on  our  promises  in 
terms  of  programs  unless  they  are  well-managed. 

The  good  news  is  that  a  lot  has  happened  in  terms  of  changes 
at  the  Department  of  Education,  and  it's  no  exaggeration  that  the 
Department  has  changed  from  a  pretty  demoralized,  fragmented, 
and  sometimes  unfocused  agency  that  was  literally  in  a  technology 
time  warp  into  a  more  effective,  technology-literate  organization 
that  does  understand  its  mission  and  is  well  on  the  way  to  achiev- 
ing it. 

I  have  to  say,  management  improvements  are  never  complete. 
We  are  continuously  looking  for  further  ways  to  improve  manage- 
ment and  get  more  for  the  taxpayers'  dollar. 

Our  orientation  on  management  was  really  created  by  a  GAO  re- 
port that  was  completed  before  we  joined  the  Department  of  Edu- 
cation, and  it  was  sitting  on  our  desks,  and  it  was  a  real  wake  up 
call.  It  was  called,  "Longstanding  Management  Problems  Hamper 
Reforms,"  and  the  GAO  report,  as  well  as  various  Congressional  re- 
ports and  OMB  reports,  all  focused  on  the  fact  that  the  Department 
really  had  a  lack  of  focus,  did  not  have  a  plan,  had  poor  accounting 
procedures,  and  other  problems. 

ED  STRATEGIC  PLAN 

So  the  first  thing  we  did  was  to  place  our  energy  into  developing      b 
a  Strategic  Plan.  That  seems  like  the  most  common-sense  step  for      S, 


829 

any  organization  to  do,  and  it  seems  almost  incredible  that  it  did 
not  exist,  but  that  is  true  for  many  parts  of  the  Government. 

But  our  Strategic  Plan  was  a  document  that  was  created  through 
a  lot  of  input  by  both  career  and  political  appointees,  and  I  would 
say  that's  been  the  hallmark  of  our  stewardship,  if  you  will — that 
we  want  to  create  a  unity  of  spirit  between  those  two  groups  who 
sometimes  see  the  world  differently. 

We  also  managed  to  create  a  cohesiveness,  if  you  will,  between 
management  and  labor,  and  those  relations  were  at  an  all-time  low 
when  we  stepped  in.  I  can  say  our  labor/management  team  has 
made  terrific  improvements. 

The  Strategic  Plan  focuses  on  four  points:  one,  that  all  students 
achieve  high  academic  standards,  that  we  focus  on  the  transition 
from  school  to  work,  that  we  ensure  access  to  high-quality  post-sec- 
ondary education,  and  that  we  transform  the  Department  into  a 
high-performance  organization.  So  we  do  put  management  and  per- 
formance on  the  same  level  as  program  initiatives. 

The  Strategic  Plan  is  not  a  dead  document,  so  to  speak,  gather- 
ing dust.  It  is  also  used  in  our  budget  deliberations.  It  is  used  to 
establish  performance  measures  so  that  this  is  more  than  rhetoric 
of  where  we  would  like  to  be.  We're  really  going  to  test  ourselves 
as  to  whether  or  not  we  get  there. 

Performance  measures  are  hard  to  do.  There  are  many  reasons 
why  you  can  bow  out  and  say  it's  not  our  fault,  but  we  are  going 
to  do  it.  For  example,  for  Title  I  we  are  currently  using  28  perform- 
ance measures  to  see  whether  or  not  this  program  does,  in  fact,  im- 
prove academic  achievement  in  high-poverty  schools. 

We  are  also  linking  the  Strategic  Plan  to  our  budget  negotiations 
and  we're  linking  it  to  performance  evaluations  for  our  employees. 
We  have  a  new  system  of  evaluation,  which  will  have  input  from 
not  only  your  supervisor,  but  your  peers,  your  customers,  and  the 
people  who  are  subordinate  to  you. 

STRUCTURAL  CHANGES 

In  addition  to  the  Strategic  Plan,  we've  also  made  some  struc- 
tural changes  that  help  us  manage  better.  One  is  we  have  an  Exec- 
utive Management  Committee,  and  we  have  something  called  a  Re- 
invention Coordinating  Council  that  has  been  the  fulcrum  of  all  the 
reinvention  teams  that  have  taken  place. 

These  teams  have  produced.  They've  been,  again,  composed  of 
employees  who  sought  outside  help,  but  they've  been  very,  very  ef- 
fective. 

I  know  we're  getting  into  kind  of  bureaucratic  language,  but  I'm 
sure  you're  used  to  that.  It's  something  called  a  Discretionary 
Grants  Reengineering  Team,  which  doesn't  easily  lend  itself  to  a 
pronounceable  acronym.  It  has  no  vowels  in  it.  This  team  did 
produce  recommendations  that  cut  in  half  the  number  of  steps  for 
grant  making,  so  we're  saving  paper,  we're  saving  time,  we're  serv- 
ing our  customers  much  more  effectively. 

IMPROVED  COMMUNICATIONS 

In  addition,  we've  improved  our  communications,  both  internally 
and  externally.  Externally  our  hall  mark  800  number  is  USA- 
LEARN.  About  5  thousand  people  call  us  a  week  on  that.  We  have 
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what  is  considered  one  of  the  winning,  outstanding  web  sites,  and 
it's  amazing  how  that  has  grown  from  300  thousand  hits  a  month 
a  year  ago  to  2  million  a  month  today,  so  it's  a  terrific  way  to  reach 
the  public,  but  also  to  communicate  better  with  the  Congress,  I 
might  add,  and  your  constituencies. 

We  also  have  improved  technology  vastly.  This  is  one  example  of 
external  technology. 

Internally,  we  really  didn't  have  an  e-mail  system  three  years 
ago.  Today  everybody  is  hooked  up  to  e-mail.  Everybody  has  a  com- 
puter. So  our  internal  communications  have  improved  greatly. 

REDUCING  REGULATIONS 

One  of  the  banes  of  bureaucracy  is  regulations.  As  you  know,  the 
Vice  President  has  taken  a  very  strong  position  that  every  agency 
reduce  regulations.  We  are  one  of  the  stars  in  this  alignment, 
achieving  a  level  of  46  percent  of  changing  or  eliminating  regula- 
tions, about  612  pages.  The  next  time  somebody  holds  up  a  stack, 
hopefully  it  will  be  somewhat  shorter  than  it  used  to  be.  We  are 
continuing  to  persevere  to  bring  that  down  even  further. 

We  now  have  a  system  to  grant  waivers  to  States  through  the 
program  called  ED-Flex  and  Goals  2000  and  other  laws.  Goals 
2000,  I  might  add,  and  School-to-Work  have  no  regulations.  People 
are  still  astounded  that  you  can  pass  a  Federal  law  and  not  be 
tempted  to  write  regulations,  but  we  deliberately  have  not  done  so. 

ED-Flex  takes  this  even  further.  The  States  can  ask  for  waivers. 
Six  States  are  presently  in  that  category,  and  we  anticipate  it  will 
go  to  six  more,  so  that  they  can  not  only  ask  for  waivers,  but  basi- 
cally provide  waivers,  themselves,  at  the  State  level  and  do  not 
have  to  come  to  the  Federal  Government. 

STAFFING 

Our  staff  levels  have  decreased  significantly.  We  are  about  one- 
third  smaller  than  we  were  when  the  Department  was  created,  and 
our  present  FTE  level  is  4,613. 

Let  me  introduce  someone  which  I  should  have  done  at  the  start. 
Whenever  we  discuss  FTEs,  I'm  reminded  of  Tom  Skelly  to  my  left, 
who  I'm  sure  is  familiar  to  you  as  the  Director  of  Budget  Systems, 
and  he  will  be  glad  to  dig  into  any  of  these  figures  further  with  me 
if  you  have  other  questions. 

The  Department  also  has  been  famous  for  its  many  programs,  as 
you  know — many  small  programs — and  we  have  been  concerned 
about  spreading  ourselves  too  thin  in  that  regard,  as  well,  and  we 
have,  in  fact,  eliminated  64  programs  out  of  the  more  than  200  ad- 
ministered by  the  Department  and  saved  some  $625  million. 

Perhaps,  of  all  the  indicators  of  better  management,  the  one  that 
stands  out  the  most  is  the  decline  in  the  student  default  rate.  It 
has  been  brought  down  from  a  level  of  22  percent  to  12  percent, 
and  collections  have  increased  from  $1  billion,  to  $1.9  billion.  So 
the  net  effect  is  that  the  taxpayers  are  being  treated  much  more 
fairly.  Our  net  default  costs  have  fallen  from  $1.7  billion  in  1992 
to  $5  million  in  1995. 

In  a  recent  article  in  the  New  York  Times,  the  Comptroller  Gen- 
eral, Charles  Bowsher,  said  that  one  bright  spot  is  the  improved 
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oversight  of  student  loans  by  the  Education  Department.  Needless 
to  say,  we're  happy  to  be  that  bright  spot. 

ED  1997  BUDGET  REQUEST 

In  conclusion,  we  are  asking  for  a  discretionary  budget  authority 
for  administration  in  1997  of  $505.7  million.  This  puts  us  at  just 
about  the  1995  level.  These  funds  are  very  important  to  enable  us 
to  continue  our  training,  continue  our  improvements,  invest  in 
technology,  do  more  with  less. 

I  also  have  a  written  testimony,  and  also  you  will  find,  hot  off 
the  press,  a  summary  of  our  reinvention  achievements  transform- 
ing this  organization. 

I'd  be  delighted  to  answer  any  questions  as  you  proceed. 

Again,  thank  you  very  much  for  giving  us  this  chance  to  talk 
with  you. 

Mr.  Porter.  Thank  you,  Secretary  Kunin. 

[The  prepared  statement  follows:] 


24-955    96-27 
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DEPARTMENT  OF  EDUCATION 

Statement  by 

Madeleine  M.  Kunin 
Deputy  Secretary 

on 
Management  Improvements  at  the  Department  of  Education 

May  16, 1996 

Good  morning  Mr.  Chairman  and  Members  of  the  Subcommittee: 

Thank  you  for  this  opportunity  to  come  before  the  Subcommittee  to  describe  the 
management  improvements  we  have  made  at  the  Department  of  Education.  Strengthening 
the  Department's  management  capacity  has  been  uppermost  for  both  Secretary  Riley  and  me 
since  we  joined  the  Department  three  years  ago. 

We  recognized  from  the  start  that  effective  and  efficient  management  is  central  to  our 
mission  to  help  improve  the  quality  of  education  for  America's  children.  The  promise  of  a 
better  education  can  only  be  kept  if  we  have  the  management  capacity  to  fulfill  it. 

That  is  why  we  have  worked  hard  to  build  a  strong  management  team  throughout  the 
Department,  working  closely  with  both  career  and  non-career  employees,  to  articulate  the 
Department's  mission  and  to  work  day-by-day,  step-by-step,  to  make  the  changes  necessary 
to  achieve  it. 

Looking  back,  I  believe  I  do  not  exaggerate  when  I  say  that  we  have  transformed  the 
Department  from  a  demoralized,  fragmented,  sometimes  unfocused  agency  that  was  in  a 
technology  time-warp,  into  an  effective,  technology-literate  organization  that  understands 
its  mission  and  is  well  on  the  way  to  achieving  it. 

Not  that  our  job  is  done.  Effective  management  is  a  process  of  continuous 
improvement  and  retooling.  And  we  have  much  more  to  do.  But  when  we  compare  where 
we  were  three  years  ago  to  where  we  are  today,  the  differences  are  dramatic. 

The  first  wake-up  call  was  made  to  the  Secretary  and  me  in  the  form  of  a  GAO  report 
completed  shortly  before  our  arrival,  entitled  "Long-Standing  Management  Problems 
Hamper  Reforms." 

The  problems  outlined  in  this  GAO  report  reflected  a  rudderless  and  often  ineffective 
agency.  They  included  a  weak  commitment  to  effective  management  by  previous 
administrations,  the  lack  of  a  strategic  planning  process,  the  dearth  of  accurate  data  from  the 
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Department's  financial  management  systems,  poorly  qualified  staff  in  areas  requiring 
technical  expertise,  and  an  agency  culture  that  focused  on  short-term  fixes  to  problems  while 
ignoring  the  underlying  changes  needed  to  prevent  problems  from  recurring. 

Secretary  Riley  and  I  found  little  to  quarrel  with  in  this  report,  which  echoed  similar 
criticism  over  the  years  from  Congress,  the  education  community,  and  the  Department's  own 
Inspector  General.  This  report  became  the  blueprint  for  our  efforts  to  transform  the 
Department's  management.  Permit  me  to  describe  some  of  the  positive  results  of  this 
transformation  for  our  many  customers. 

A  MANAGEMENT  VISION:  THE  STRATEGIC  PLAN 

Our  first  priority  was  to  develop  a  Strategic  Plan  to  cany  out  the  Department's  mission 
and  to  help  States  and  communities  reach  the  National  Education  Goals  established  by  the 
Nation's  Governors  and  the  Congress. 

As  for  any  business,  the  Strategic  Plan  provides  the  clear,  long-term  focus  needed  for 
effective  management.  Our  Plan  was  the  result  of  a  lengthy  process  which  had  Department- 
wide  input,  and  it  is  now  used  in  our  daily  deliberations.  For  example,  when  debating  tough 
budget  and  policy  choices,  the  Strategic  Plan  becomes  our  reference  point. 

The  plan  has  a  further  advantage:  it  is  injecting  discipline  into  the  management  process 
by  requiring  measurable  performance  indicators.  The  Strategic  Plan  includes  performance 
indicators  for  measuring  our  progress  toward  objectives  and  strategies  for  each  of  four 
priorities:  (1)  helping  all  students  reach  challenging  academic  standards,  (2)  helping  every 
State  create  a  system  facilitating  the  transition  from  school  to  work,  (3)  ensuring  access  to 
high-quality  postsecondary  education  and  lifelong  learning,  and  (4)  transforming  the 
Department  into  a  high-performance  organization. 

The  fourth  priority  —  transforming  the  Department  itself  —  reflected  both  our 
commitment  to  making  the  Department  work  for  its  customers  —  the  American  people  — 
and  our  belief  that  success  in  the  other  priority  areas  would  not  be  possible  without  dramatic 
improvements  in  the  agency's  management  and  culture. 

The  emphasis  on  performance  indicators  in  our  Strategic  Plan  reflects  the  growing 
interest  in  measuring  government  programs  by  their  results,  both  within  the  Clinton 
Administration  and  in  the  Congress.  In  1993,  Vice  President  Gore  launched  the  National 
Performance  Review  (NPR),  which  brought  the  business  world's  customer-focused  approach 
to  the  Federal  Government  and  takes  a  results-oriented  approach  to  make  government  work 
better  and  cost  less.  In  the  same  year,  Congress  passed  the  Government  Performance  and 
Results  Act  (GPRA),  which  called  on  Federal  agencies  to  combine  strategic  planning  with 
performance  indicators  in  order  to  move  the  government  toward  performance-based 
budgeting  by  the  end  of  the  decade. 
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I  know  that  members  of  this  Subcommittee  have  expressed  interest  in  the  Department's 
efforts  to  implement  GPRA.  The  GPRA  requirements  are  a  substantial  challenge,  as  is 
reflected  in  the  timelines  for  implementation  provided  by  the  legislation.  However,  I  believe 
we  are  making  excellent  progress  at  the  Department  of  Education.  For  example,  we 
completed  our  Strategic  Plan  roughly  three  years  ahead  of  the  GPRA  timetable,  which  calls 
for  all  agencies  to  have  a  plan  in  place  by  September  30,  1997. 

We  also  are  moving  forward  on  developing  performance  indicators  for  each  of  our 
major  programs,  as  called  for  by  GPRA.  For  example,  program  staff  for  the  $7  billion  Title  I 
program  are  currently  using  28  specific  performance  indicators  grouped  under  the  five  broad 
goals  outlined  for  the  program  in  our  Strategic  Plan.  These  goals  include  improved  student 
learning,  restructuring  curricula  around  high  State  standards,  increasing  the  effectiveness  of 
Federal  and  State  support  for  local  reform  efforts,  increasing  parent  and  family  involvement 
in  Title  I  schools,  and  improving  community  support  for  education. 

Specific  indicators  for  Title  I  include  data  from  the  National  Assessment  of  Educational 
Progress,  which  will  be  used  to  measure  academic  achievement  in  high-poverty  schools,  and 
the  proportion  of  States  that  develop  and  implement  assessment  tools  based  on  their  own 
high  standards. 

Similar  efforts  are  underway  for  other  Department  programs,  though  not  all  have 
moved  as  far  as  Title  I.  Developing  appropriate,  meaningful  performance  indicators  for  the 
wide  variety  of  programs  administered  by  the  Department  is  difficult,  but  I  am  confident  that 
we  will  accomplish  this  task  well  ahead  of  the  GPRA  deadline. 

We  are  also  collaborating  with  other  agencies  to  develop  meaningful  performance 
measures.  The  best  example  of  this  is  our  cooperation  with  the  Department  of  Labor  to 
develop  indicators  and  collect  data  for  the  School-to- Work  Opportunities  program.  And  we 
are  working  with  the  National  Science  Foundation  to  measure  the  impact  of  the  Eisenhower 
Professional  Development  program. 

TRANSFORMING  THE  DEPARTMENT:  GETTING  RESULTS 

The  GAO  report  found  that  earlier  attempts  to  improve  management  had  failed  for 
three  basic  reasons:  (1)  they  were  not  supported  by  the  Department's  senior  political 
leadership,  (2)  career  managers  were  not  sufficiently  involved,  and  (3)  they  often  occurred 
in  isolated  offices  and  were  not  connected  to  Department-wide  strategies. 

To  prevent  this  from  happening  again,  we  established  a  new  management  structure 
designed  to  institutionalize  Department-wide  improvement  efforts.  There  are  two  key 
elements  of  this  new  structure.  The  first  is  an  Executive  Management  Committee,  composed 
primarily  of  senior  political  appointees,  which  is  charged  with  setting  overall  management 
policy  and  direction  for  the  Department. 


835 


-4- 

The  second  element  is  the  Reinvention  Coordinating  Council  (RCC),  composed  of 
senior  political  and  career  officials  as  well  as  Union  officials,  which  identifies  and  carries  out 
Department-wide  strategies  for  management  reform.  The  RCC  has  been  most  effective  in 
creating  high-level  Department  teams  to  develop  and  implement  cross-cutting  quality 
improvement  initiatives. 

For  example,  the  RCC  chartered  a  Discretionary  Grants  Reengineering  Team  (DGRT) 
to  look  at  ways  of  streamlining  the  discretionary  grantmaking  process,  which  currently 
involves  six  program  offices  and  the  Grants  and  Contracts  Service.  The  DGRT  conducted 
focus  groups  in  the  field  with  over  100  applicants  and  grantees  to  help  identify  problems  and 
weaknesses  in  the  current  system.  The  result  is  a  redesigned,  decentralized  process  that  will 
consolidate  program  and  grants  staff,  cut  the  number  of  steps  involved  in  grantmaking  by 
more  than  half,  and  shift  the  focus  from  "getting  the  grants  out"  to  promoting  successful 
project  outcomes.  Implementation  of  this  new  process  is  expected  to  be  completed  by  the 
end  of  fiscal  year  1 997. 

Another  reinvention  team  developed  a  new  General  Performance  Appraisal  System 
(GPAS)  that  includes  two  major  innovations  aimed  not  just  at  measuring  performance,  but 
more  importantly,  at  providing  employees  with  the  information  they  need  to  improve  their 
performance.  The  first  innovation  is  the  use  of  a  variety  of  sources  —  in  addition  to  the 
supervisor  —  to  conduct  an  evaluation.  These  sources  include  co-workers,  subordinates,  and 
customers.  And  second,  we  have  developed  and  provided  every  employee  with  new  software 
that  helps  them  to  coordinate  an  evaluation  of  their  own  performance  and  to  participate  in 
evaluating  others. 

Another  initiative  created  Low-Hanging  Apples  teams,  which  brought  career 
employees  together  to  develop  common  sense  recommendations  which  have  helped  to  reduce 
bureaucracy  and  save  money. 

At  present,  we  are  hard  at  work  with  a  Customer  Communications  team  responsible  for 
making  the  Department  a  world-class  clearinghouse  for  education  information.  Working 
through  Customer  Service  Representatives  from  every  office  within  the  Department,  this 
team  is  developing  World  Wide  Web  sites  for  most  offices,  creating  a  one-stop  shopping 
telephone  information  system,  streamlining  our  publications  system,  reducing  publication 
storage  costs,  working  to  cut  mail  costs,  and  making  data  available  in  customer-friendly 
formats. 

What  we  have  achieved  through  efforts  like  these  is  results.  The  changes  we  have 
made  over  the  past  three  years  have  led  to  better  customer  service,  less  bureaucracy,  greater 
flexibility  for  our  customers,  and  internal  improvements  that  help  the  Department  work 
better  and  save  taxpayer  dollars. 
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Better  Customer  Service 

We  have  worked  hard  to  remind  every  Department  employee  of  the  importance  of 
focusing  on  the  customer.  This  has  involved  developing  and  publishing  customer  service 
standards  and  expanding  the  use  of  technology  to  improve  and  simplify  customer  access  to 
information  from  the  Department. 

For  example,  the  toll-free  number  1-800-USA-LEARN  connects  customers  to  a  "one- 
stop  shopping"  center  for  information  about  Department  programs  and  initiatives.  Callers 
receive  materials  directly  or  are  referred  to  the  appropriate  office  with  the  answers  to  their 
questions.  We  currently  receive  about  5,000  calls  per  week  over  this  line.  A  similar  number, 
1-800-4FEDAID,  provides  up-to-date  information  on  postsecondary  student  financial  aid  and 
is  expected  to  handle  more  than  three  million  calls  this  year.  The  average  wait  time  for 
callers  to  this  line  is  just  1 1  seconds. 

The  Department  also  has  moved  aggressively  to  take  advantage  of  the  customer-service 
possibilities  created  by  the  expansion  of  the  Internet  and  other  online  technologies.  The 
Department's  site  on  the  World  Wide  Web  —  located  at  http://www.ed.gov  —  has  received 
several  awards,  including  top  ratings  from  such  publications  as  Government  Executive, 
Internet  World,  and  most  recently  Iway.  For  example,  Iway  described  our  site  as  "a  great 
resource  for  teachers  and  school  administrators." 

These  technologies  allow  us  to  provide  the  public  for  the  first  time  with  direct  access 
to  information  on  Federal  education  programs,  grant  competitions,  education  legislation, 
research,  statistics,  and  even  downloadable  software  making  it  possible  for  users  to  apply 
"online"  for  student  financial  aid. 

Usage  of  the  web  site  has  grown  dramatically,  increasing  from  month  to  month,  from 
a  little  over  300,000  hits  in  March  1995  to  nearly  2  million  hits  last  month.  We  truly  are 
witnessing  an  information  revolution,  and  I  am  proud  to  say  that  the  Department  of 
Education  is  very  much  a  part  of  this  revolution. 

Another  2  million  people  went  online  last  year  to  find  answers  to  their  education 
questions  through  the  Educational  Resources  Information  Center  (ERIC).  ERIC  is  managed 
by  the  Department's  National  Library  of  Education  and  maintains  the  world's  largest  and 
most  frequently  used  education  database.  ERIC  includes  the  award-winning  AskERIC 
question-answering  service  and  Virtual  Library,  the  National  Parent  Information  Network, 
and  over  50  subject-oriented  World  Wide  Web  sites  and  gophers. 

AskERIC  (located  at  http://ericir.sunsite.syr.edu),  which  last  year  provided 
personalized  responses  to  15,000  educators,  parents,  students,  and  other  individuals,  was 
named  winner  of  the  Second  Annual  Best  of  the  Net  Awards  by  GNN,  publisher  of  The 
Whole  Internet  Catalog. 


837 


Less  Bureaucracy  and  Red  Tape 

Another  part  of  improving  customer  service  is  using  common  sense  to  eliminate 
unnecessary  bureaucratic  procedures  —  cutting  the  "red  tape"  that  we  all  have  come  to 
associate  with  government. 

Technology  has  helped  here  as  well,  particularly  in  the  Department's  efforts  to  greatly 
reduce  the  paperwork  involved  in  Federal  education  programs.  For  example,  we  are 
expanding  the  use  of  a  computer-based  system  to  provide  notice  of  student  aid  eligibility  to 
postsecondary  institutions,  a  change  that  ultimately  will  eliminate  4  million  paper  forms  that 
represent  an  unnecessary  burden  to  students,  parents,  schools,  and  the  Department  alike. 

We  also  have  worked  with  Congress  to  simplify  and  reduce  the  paperwork  involved 
in  applying  for  Federal  education  funds.  For  example,  nearly  all  States  are  now  taking 
advantage  of  the  new  provision  permitting  a  single  consolidated  application  for  all 
Elementary  and  Secondary  Education  Act  programs.  In  addition  to  reducing  paperwork,  this 
change  promotes  the  comprehensive  planning  that  is  so  essential  to  effective  education 
reform. 

The  Department  has  streamlined  its  discretionary  grants  program  by  eliminating  the 
application  previously  required  for  non-competing  continuation  awards.  This  change  has 
helped  us  to  take  two  to  three  months  off  the  time  formerly  required  to  notify  grantees  of 
their  continuation  awards. 

Reporting  requirements  also  have  been  reduced.  Most  of  the  programs  authorized  by 
the  Improving  America's  Schools  Act  require  reporting  once  every  two  or  three  years  instead 
of  annually  —  permitting  States,  schools,  and  teachers  to  focus  on  what  really  counts: 
educating  students,  not  paperwork. 

Greater  Flexibility  for  Our  Customers 

When  the  Nation's  governors,  including  then-Governor  Bill  Clinton,  met  in  1989  at  the 
first  Education  Summit,  what  they  most  wanted  was  flexibility  in  the  use  of  Federal 
education  funds,  in  exchange  for  better  results  in  terms  of  improved  student  achievement. 
Since  then,  we  have  moved  a  long  way  in  changing  the  Department  culture  from  a  focus  on 
regulatory  compliance  to  a  focus  on  educational  results. 

We  have  taken  a  two-pronged  approach  to  the  statutory  and  regulatory  requirements 
governing  Department  programs:  first,  we  ask  if  they're  necessary,  and  if  not,  we  get  rid  of 
them;  and  second,  if  they  are  needed  in  most  cases  but  under  certain  circumstances  stand  in 
the  way  of  effective  teaching  and  learning,  we'll  waive  them. 
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As  part  of  President  Clinton's  regulatory  reinvention  initiative,  we  have  reached  out 
to  talk  with  hundreds  of  customers  and  have  reviewed  every  single  Department  regulation. 
We  have  eliminated  118  of  those  regulations  —  612  pages  in  all,  or  about  46  percent  of  our 
total  regulations.  As  a  result  of  these  efforts,  we  are  considered  one  of  the  "stars"  of 
deregulation,  if  I  may  say  so,  by  the  Office  of  Management  and  Budget. 

Programs  that  have  been  authorized  or  reauthorized  since  President  Clinton  took  office 
didn't  need  this  kind  of  review,  because  we  have  been  careful  from  the  start  to  regulate  only 
when  absolutely  necessary.  For  example,  we  are  administering  Goals  2000  and  School-to- 
Work  without  issuing  a  single  regulation.  And  of  the  49  programs  included  in  the  Improving 
America's  Schools  Act,  only  8  will  require  regulatory  guidance. 

When  we  need  to  regulate,  we  are  taking  a  performance-based  approach  to  target  rules 
only  where  they  are  needed.  In  the  student  aid  area,  for  example,  we  have  to  ensure  that 
schools  have  the  resources  available  to  make  refunds  to  students  who  withdraw  before 
completing  their  course  of  study.  However,  instead  of  requiring  all  7,300  colleges  and 
universities  to  set  aside  a  reserve  fund  to  cover  refunds,  we  demanded  a  letter  of  credit  only 
from  the  handful  of  schools  with  a  history  of  refund  problems. 

The  Department  —  with  the  help  of  Congress  —  also  is  offering  its  customers  an 
escape  from  the  "one-size-fits-aH"  regulatory  approach  by  greatly  expanding  the  use  of 
waivers  of  statutory  and  regulatory  requirements.  If  States  and  school  districts  find  that  such 
requirements  present  an  obstacle  to  innovative  reform  efforts,  they  may  seek  waivers  of  the 
requirements  from  the  Secretary.  To  assist  States  and  communities  with  waiver  requests,  we 
have  established  a  Waiver  Hot  Line  (202-401-7801).  To  date,  the  Secretary  has  approved 
about  100  waivers. 

For  example,  the  school  district  in  Clarkston,  Washington  was  granted  a  waiver  which 
allows  it  to  implement  a  schoolwide  program  under  Title  I  one  year  before  the  school  will 
be  eligible  under  the  50  percent  poverty  threshold. 

The  most  far-reaching  waiver  approach  is  the  new  ED-Flex  demonstration,  which 
allows  the  Department  to  give  State-level  officials  broad  authority  to  approve  waivers  of 
Federal  statutory  and  regulatory  requirements  that  stand  in  the  way  of  effective  reform.  This 
pilot  project  began  with  6  States  and  has  just  been  expanded  to  12,  with  the  State  of 
Maryland  the  first  to  join  the  original  6:  Oregon,  Massachusetts,  Kansas,  Ohio,  Texas,  and 
Vermont.  The  Department  is  examining  how  ED-Flex  States  are  using  this  new  flexibility 
through  evaluations  of  State  and  local  implementation  of  Federal  programs. 

In  postsecondary  education,  the  Department  is  now  encouraging  institutions  to  submit 
proposals  to  participate  as  "experimental  sites,"  a  vehicle  authorized  by  the  Higher  Education 
Act  for  trying  out  experimental  regulatory  and  management  approaches.  Once  again,  our 
strategy  here  is  performance-based:  institutions  can  seek  waivers  of  regulatory  and  statutory 
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requirements  in  exchange  for  demonstrating  results  that  reflect  the  objectives  of  the 
provisions  in  question.  So  far,  134  institutions  have  received  approval  to  establish 
experimental  sites. 

Internal  Management  Improvements 

The  GAO  report  identified  serious  deficiencies  in  the  Department's  basic  management 
systems,  including  financial  management  and  human  resource  management.  Addressing 
these  deficiencies  was  especially  critical  in  view  of  the  necessity  of  learning  to  do  more  with 
less.  Improving  service  to  our  customers  while  still  meeting  President  Clinton's  goal  of 
reducing  Federal  employment  by  12  percent  by  the  year  2000  meant  that  we  had  to  learn  to 
work  smarter.  This  involves  streamlining  our  organizational  structure,  improving  the  skills 
of  our  employees,  expanding  the  use  of  technology,  and  upgrading  our  financial  management 
and  accounting  systems. 

Common  sense  tells  us  that  our  effectiveness  in  administering  Department  programs 
depends  in  part  on  the  success  of  our  efforts  to  streamline  the  number  of  programs  we 
administer.  The  National  Performance  Review  called  for  the  elimination  of  programs  that 
duplicate  other  programs  or  that  have  achieved  their  purpose,  and  each  of  President  Clinton's 
budgets  has  included  substantial  numbers  of  program  eliminations,  phase-outs,  and 
consolidations. 

Over  the  past  three  years  we  succeeded,  with  the  help  of  this  Subcommittee,  in 
eliminating  64  programs,  totaling  roughly  $625  million,  of  the  more  than  200  programs 
administered  by  the  Department.  President  Clinton  has  asked  Congress  to  terminate  an 
additional  16  programs  in  our  1997  budget  request. 

These  terminations  will  help  the  Department  streamline  its  organization.  I  am  pleased 
to  tell  you  that  we  are  ahead  of  schedule  in  reaching  the  12  percent  staff  reduction  called  for 
by  President  Clinton,  thanks  largely  to  a  successful  buyout  incentive  program.  In  addition, 
we  have  eliminated  layers  of  hierarchy  and  bureaucracy,  moved  to  a  team  approach,  put 
greater  emphasis  on  front-line  services,  and  reduced  redundant  jobs. 

For  example,  the  ratio  of  supervisors  to  employees  has  changed  from  1 :6  to  1:8.  Our 
goal  is  to  achieve  a  ratio  of  1 : 1 2.  The  Department  also  is  reducing  the  number  of  grade  1 4 
and  1 5  employees  by  restricting  hiring  and  promotion  at  these  grades. 

In  addition,  we  are  emphasizing  the  use  of  cross-cutting  teams  to  carry  out  new 
responsibilities  without  adding  staff.  Our  most  dramatic  success  earned  us  a  Hammer  award 
in  the  Office  for  Civil  Rights  for  the  successful  restructuring  of  a  rigid,  bureaucratic  New 
York  regional  office  with  six  layers  of  review  into  three  self-directed  work  teams.  This 
brought  the  supervisor-to-staff  ratio  down  from  1:6  to  1:15  and  greatly  speeded  up  the 
complaint  resolution  process. 
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Another  example  is  the  Office  of  Elementary  and  Secondary  Education  (OESE),  which 
recently  completed  a  reorganization  under  which  each  program  office  provides  cross-cutting 
budget  and  policy  support  to  regional  service  teams  that  are  responsible  for  grant 
administration,  technical  assistance,  waiver  requests,  integrated  program  monitoring,  and 
other  services  to  OESE  customers. 

Working  smarter  also  requires  that  we  improve  the  skills  of  our  staff,  giving  them  the 
tools  needed  to  improve  job  performance  and  customer  service,  as  well  as  to  take  on  new 
assignments  and  improve  productivity  as  staff  resources  decline.  The  GAO  report  found  the 
Department's  investment  in  training  lagged  far  behind  other  Federal  agencies  during  the 
1980s,  and  the  proportion  of  our  staff  receiving  training  was  below  average  as  well. 

To  address  this  problem,  we  increased  our  investment  in  training  to  reach  the  private 
sector  standard  of  2  percent  of  salaries,  from  $1 .5  million  in  1992  to  $5.4  million  in  1996. 
These  new  resources  are  focused  on  training  in  customer  service,  teamwork,  process 
improvement,  and  computer  skills.  The  Department  also  is  developing  a  financial 
management  training  program.  The  first  two  courses  of  this  program,  which  provide  an 
introduction  to  financial  management  and  accounting,  are  currently  available  to  all 
Department  employees. 

Giving  our  staff  the  tools  they  need  to  do  the  job  also  has  meant  expanding  the  use  of 
technology  to  help  improve  productivity.  Three  years  ago  less  than  half  of  the  Department's 
employees  had  computers;  today  all  employees  have  computers  on  their  desks.  Similarly, 
when  I  joined  the  Department  our  local  area  network,  or  LAN,  was  used  only  to  connect 
computers  to  centrally  located  printers.  Today  we  have  full  e-mail  capacity,  including 
Internet  mail,  to  facilitate  communication  both  within  the  Department  and  with  our 
customers.  We  also  are  providing  full  Internet  access,  including  access  to  the  World  Wide 
Web,  to  employees  who  need  it.  For  example,  Department  staff  often  access  legislative 
documents  through  Thomas,  the  Library  of  Congress's  legislative  web  site. 

In  addition,  technology  has  been  crucial  to  our  efforts  to  improve  financial 
management.  The  GAO,  the  Office  of  Management  and  Budget,  and  the  Department's 
Inspector  General  all  had  found  that  the  Department's  financial  management  system  did  not 
provide  adequate  financial  controls  and  could  not  produce  accurate  and  reliable  information. 
As  a  result,  the  Department's  programs  were  subject  to  increased  risk  from  fraud,  waste,  and 
mismanagement. 

In  response,  we  have  rebuilt  our  financial  management  system  from  the  ground  up. 
The  core  of  this  effort  is  the  Education  Department  Central  Automated  Processing  System 
project,  or  EDCAPS,  an  integrated  administrative  and  financial  management  system.  Once 
fully  implemented,  EDCAPS  will  enable  the  Department  to  produce  more  timely  and 
accurate  financial  information  for  our  program  and  financial  managers,  as  well  as  for 
program  recipients  and  the  Congress. 
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Other  projects  have  included  expanding  and  enhancing  automation  of  payments, 
expenditures  reporting,  current  account  information,  and  travel  management.  These  and 
other  improvements  have  greatly  increased  the  availability  of  information  to  Department 
managers  and  customers  while  substantially  reducing  the  paperwork  burden  of  sound 
financial  management. 

One  measure  of  our  success  in  carrying  out  necessary  internal  management  changes  has 
been  the  dramatic  decline  in  the  cost  to  taxpayers  of  student  loan  defaults.  Net  default  costs 
in  the  student  loan  programs  have  declined  from  $1.7  billion  in  1992  to  $0.5  billion  in  1995, 
as  a  result  of  reducing  the  default  rate  from  22  percent  to  12  percent  and  increasing 
collections  from  $1.0  billion  to  $1.9  billion. 

This  progress  reflects  our  strong  emphasis  on  accountability  in  managing  Department 
programs.  I  was  especially  pleased  to  read,  in  a  recent  New  York  Times  article  on  the  rising 
risks  of  Federal  loan  programs,  that  Comptroller  General  Charles  Bowsher  was  quoted  as 
saying  that  "one  bright  spot  is  the  improved  oversight  of  student  loans  by  the  Education 
Department."  I  would  add  that  last  year  the  Direct  Loan  program  was  the  first  government 
loan  program  to  receive  a  "clean"  audit  under  the  new  reporting  requirements  of  the  Chief 
Financial  Officers'  Act. 

THE  1997  BUDGET  REQUEST  FOR  MANAGEMENT 

The  1997  budget  request  supports  the  continuation  of  the  efforts  that  I  have  described 
here  today  to  transform  the  Department  of  Education  into  a  high-performance,  customer- 
focused  organization. 

To  continue  making  the  changes  needed  to  produce  results  like  these,  we  are  asking  for 
$505.7  million  in  total  discretionary  budget  authority  for  Federal  administration  in  1997. 
This  request  would  restore  funding  for  salaries  and  expenses  to  approximately  the  1 995  level, 
and  represents  just  2  percent  of  the  total  discretionary  budget  for  the  Department. 

These  funds  would  be  used  to  improve  management  of  the  student  financial  aid 
programs,  provide  more  effective  and  helpful  program  monitoring  and  technical  assistance 
to  grantees,  enhance  information  technology  used  to  improve  customer  service,  upgrade 
accounting  and  financial  management  systems,  maintain  support  for  staff  training,  and 
complete  the  renovation  of  the  Department's  government-owned  headquarters  building. 

The  total  request  for  Federal  administration,  including  discretionary  and  mandatory 
funds,  would  support  4,613  full-time-equivalent  (FTE)  employees  in  1997,  compared  to 
4,750  FTE  in  1996  and  5,131  FTE  in  1995.  This  reduction  has  been  achieved  by  attrition 
and  by  retirements  resulting  from  the  "buyout"  program,  which  will  generate  estimated 
savings  in  1 997  of  over  $3  million.  Partly  as  a  result  of  this  decline  in  staff,  the  Department's 
ratio  of  program  obligations  to  employees  is  $6  million  for  each  FTE  —  the  highest  ratio  of 
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any  Federal  agency.   We  are  coping  with  these  staff  losses  through  the  use  of  improved 
technology,  the  reallocation  of  staff  to  high-priority  areas,  and  staff  training. 

Nearly  one-quarter  of  the  Department's  FTE  and  one-fifth  of  its  discretionary  budget 
request  for  management  is  devoted  to  the  Office  for  Civil  Rights,  which  enforces  the 
Nation's  education-related  civil  rights  laws,  and  the  Office  of  the  Inspector  General,  which 
investigates  fraud  and  abuse  in  education  programs  and  helps  protect  the  $40  billion  annual 
Federal  investment  in  postsecondary  student  financial  aid. 

Mr.  Chairman,  in  addition  to  my  written  testimony,  I  would  like  to  submit  for  the 
record  a  Department  organization  chart  which  was  requested  by  the  Subcommittee  and  a 
document  that  summarizes  our  reinvention  efforts  over  the  past  three  years. 

Thank  you  for  this  opportunity  to  tell  the  Subcommittee  about  the  dramatic  progress 
we  have  made  to  improve  management  at  the  Department  of  Education.  We  are  clearly  well 
on  the  way  to  making  the  Department  a  first-class,  highly  efficient  organization.  I  will  be 
happy  to  answer  any  questions  you  may  have. 
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NAME 

POSITION 
BIRTHPLACE 
EDUCATION 

EXPERIENCE 
1993  -  present 
Sep-92  -  Dec-92 

1991  -  1992 

Jul-91  -  Aug-91 
Feb-91  -  Jun-91 
1985  -  1991 
1979  -  1983 
1973  -  1979 

1970  -  1971 

HONORS  AND 
AWARDS 


DEPARTMENT  OF  EDUCATION 

Office  of  the  Deputy  Secretary 

Biographical  Sketch 

:   Madeleine  May  Runln 

:   Deputy  Secretary,  U.S.  Department  of  Education 

t   Zurich,  Svitzerland 

t  University  of  Massachusetts,  B.A. 
Columbia  University,  M.A. 
University  of  Vermont,  M.A. 

:   Deputy  Secretary,  U.S.  Department  of  Education 

t   Nelson  A.  Rockefeller  Center  Distinguished 
Visiting  Fellow,  Dartmouth  College 

:   Radcliff  College  Distinguished  Visitor  in 
Public  Policy,  Harvard  University 

:  Founder,  Institute  for  Sustainable  Communities 

t  Montgomery  Fellov,  Dartmouth  College 

:  Governor,  State  of  Vermont 

:  Lieutenant  Governor,  State  of  Vermont 


:   Representative,  State  of  Vermont  General 
Assembly 

:   Instructor,  English  Literature,  Trinity 
College,  Burlington,  Vermont 

t  Numerous  honorary  degrees  including  University 
of  Vermont,  University  of  Nev  Hampshire, 
Middlebury  College,  Lesley  College,  and  Clark 
University 


Recipient  of  Education  and  Environmental  avards 
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U.S.  Department  of  Education 
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Our  goal  is  to  make  the  entire  federal 

government  both  less  expensive  and  more 

efficient,  and  to  change  the  culture 

of  our  national  bureaucracy...toward 

initiative  and  empowerment   We  intend 

to  redesign,  to  reinvent,  to  reinvigorate 

the  entire  national  government 

-President  Bill  Clinton 


Richard  W.  Riley  Madeleine  M.  Kunin 

Secretary  Deputy  Secretary 
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Reinvention  at  the 
U.S.  Department  of  Education 


Since  Richard  Riley  and  Madeleine  Kunin  arrived  at  the  Department  of  Education  (ED)  there  has  been  a 
strong  commitment  to  address  widespread  management  deficiencies  A  May  1993  General  Accounting  Office 
(GAO)  Report,  Long-standing  Management  Problems  Hamper  Reforms,  identified  the  specific  problems  as 

•  Lack  of  management  vision; 

•  Lack  of  commitment  to  management  by  ED  leadership, 

•  Lack  of  a  formal  planning  process; 

•  A  critical  need  to  improve  basic  management  systems; 

•  Poor  human  resource  management,  and 

•  A  need  for  cultural  change  away  from  a  short-term  focus,  highly  centralized  management,  and  poor 
communications. 

To  address  these  problems,  the  leadership  team  brought  together  key  elements  of  the  Government  Perfor- 
mance Results  Act  (GPRA)  and  the  Vice  President's  Reinvention  Initiative  into  an  integrated  approach  involving 
strategic  planning,  internal  management  reform,  and  performance  measurement  Together,  the  two  reforms 
lived: 

•  Putting  a  new  management  structure  in  place  immediately, 

•  Developing  a  new  strategic  plan  that  focused  on  setting  and  achieving  clear  goals, 

•  Applying  business  quality  principles  that  organized  the  goals  around  strengthening  the  agency's  ability  to 
serve  its  customers,  and. 

•  Designing  performance  measurement  systems  that  assessed  accomplishments,  sought  customer  feedback, 
and  reported  back  to  management. 

Lacking  a  formal  organizational  structure  for  making  cross-agency  decisions  to  institutionalize  such 
changes,  Deputy  Secretary  Madeleine  M  Kunin  immediately  set  about  creating  a  new  management  structure 
The  central  hub  of  the  new  structure  consisted  of  two  new  management  teams  under  her  leadership,  the  Execu- 
tive Management  Committee  (EMC)  and  the  Reinvention  Coordinating  Council  (RCC)  The  EMC  was  to  set 
management  policy  and  direction  for  the  Department  The  RCC,  composed  of  senior  political  appointees,  senior 
career  managers,  and  union  officials,  was  to  identify  and  carry  out  Department-wide  strategies  for  management 
reform  The  Department's  Labor/Management  Partnership  Council  is  the  third  component  of  the  agency's  new 
management  structure  It  advises  the  Deputy  Secretary  on  key  management  issues  and  encourages  across  the 
Department  a  partnership  approach  to  change. 

Having  put  in  place  the  preconditions  for  reform,  the  Deputy  Secretary  launched  a  performance-driven, 

customer-focused,  strategic  planning  process  The  priorities  of  the  Department  were  set  forth  in  a  formal  strate- 

-  planning  document,  with  cross-cutting  goals  focused  on  key  customer  needs    We  have  begun  to  see  results 
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Key  Facts  About  the  Department  and  American 
Education,  May  1996: 

Education  is  the  largest,  most  broadly-based  enterprise  in  America.  About  73 
million  Americans,  more  than  1  out  of  every  4  persons,  are  involved  in  education 
as  students,  teachers  or  administrators  from  preschool  education  through 
postdoctoral  research. 

In  1995-96,  the  Department  will  contribute  about  4.5  percent  of  the  more  than 
$306  billion  the  nation  will  spend  on  elementary  and  secondary  education. 

There  are  almost  15,000  local  school  districts,  and  50.8  million  students  attending 
more  than  85,000  public  schools  and  more  than  26,000 private  schools. 

Approximately  7  million  postsecondary  students  receive  financial  aid  from  the 
Department. 

The  Department  is  the  smallest  cabinet  agency,  with  fewer  than  5,000  employees. 
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Mission  Statement 


To  ensure  equal  access  to  education  and  to  promote  educational  excellence  throughout  the 
Nation. 

Priorities 

Priority  1 

Help  all  students  reach  challenging  academic  standards  so  that  they  are  prepared  for 
responsible  citizenship,  further  teaming,  and  productive  employment. 

iority  2 

create  a  comprehensive  school -to-work  opportunities  system  in  every  state. 

Priority  3 

Ensure  access  to  high-quality  postsecondary  education  and  lifelong  learning. 

Priority  4 

Transform  the  U.S.  Department  of  Education  into  a  high-performance  organization 
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Reinvention  Accomplishments  1993-1996 

Customer  Service 


The  Department  has  established  a  comprehensive,  Department-wide  approach  to  customer  service 
Recognizing  that  information  is  one  of  the  most  valued  products  offered  by  the  Department,  we  are  working  to 
ensure  that  the  Department  is  a  world-class  clearinghouse  for  educatipn  information    Customer  service 
representatives  have  been  selected  from  every  office  and  are  charged  with  improving  customer  service  in  a  variety 
of  areas,  including  developing  web  sites  for  every  office,  reengineering  the  Department's  publication's  system, 
improving  phone  service,  and  putting  more  customer-friendly  information  online  Customer  service  standards  are 
in  place  for  the  first  time  so  that  our  customers  can  determine  how  well  we  are  doing  our  job    Some  of  the 
resources  for  improving  customer  service  are  described  below 

1-800-USA-LEARN 

One-Stop  Shopping  Center  for  Information 
Order  publications, 
Receive  referral  to  correct  office, 
Average  of  5,000  calls  per  week. 

1-800-4FED-AID 

Federal  Financial  Ajd  Information  Line: 
Order  Publications, 

Obtain  Student  Financial  Aid  Information, 
Expect  to  receive  3  million  calls  this  year; 

•  Average  customer  waiting  time  is  11  seconds. 

Internet  Services 

Internet  Online  Library  located  at  http://www.ed.gov: 

Provides  public  access  to  comprehensive  and  user-friendly  information  on  education  legislation,  research, 
statistics,  and  promising  programs, 

•  Lauded  as  one  of  the  15  most  useful  education  resources  on  the  Internet  by  Internet  World 

•  Public  use  tripled  in  the  last  year  because  of  the  breadth  and  attractiveness  of  educational  resources 
(ranging  from  Federal  register  documents,  publications,  and  grant  information  to  downloadable  software 
which  allows  users  to  apply  "on-line"  for  financial  aid), 

•  More  than  1.8  million  "hits"  were  logged  from  more  than  100,000  computers  in  more  than  85 
countries  in  February  1996; 

Nearly  2  million  people  contacted  another  one  of  the  Department  s  nationally  recognized  online  public 
services,  The  Educational  Resources  Information  Center  (ERIC),  in  the  last  year.  This  nationwide 
information  network  acquires,  catalogs,  summarizes,  and  provides  access  to  education  information  from 
all  sources, 
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Fifteen  thousand  educators,  students,  parents,  and  other  individuals  received  personalized 
responses  to  questions  from  the  AskERIC  service,  an  electronic  question  answering  service  that  can  be 
accessed  via  the  internet  (askeric@ericir.syr.edu). 


On-Line  Bulletin  Board  Systems: 

Grants  BBS:  Provides  general  and  specific  information  about  grants  and  contracts  to  prospective 

applicants; 

Student  Financial  Aid  BBS:  Provides  service  to  approximately  3,000  financial  aid  administrators  with 

technical  questions  about  the  student  financial  assistance  programs. 
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Reducing  Bureaucracy 


Cutting  Red  Tape 


Eliminated  unnecessary  and  burdensome  red  tape  from  many  of  our  programs: 
Discretionary  grant  applications  have  been  simplified, 

Goals  2000  application  package  is  only  four  pages  long  and  grant  will  be  administered 
with  no  regulations, 

Application  for  Approval  to  Participate  in  the  Title  IV  Student  Financial  Aid  Program  was  reduced  from 
100  pages  and  200  questions  down  to  40  pages  and  70  questions,  many  of  which  now  require  only  a 
simple  yes  or  no  answer  More  than  7,500  postsecondary  institutions  use  this  application  to  apply  for 
eligibility  to  participate  in  the  Title  IV program. 


Regulations  Reform 

Eliminated  118  Department  regulations,  612  pages  in  all,  representing  a  46  percent  reduction  Most  of  the 

remaining  changes  are  tied  to  legislation  actively  pending  in  the  Congress. 

Plan  to  eliminate  or  reinvent  93  percent  of  our  regulations  by  the  end  of  this  fiscal  year 


Reducing  the  Pap^work  Bmfen 

Reduced  the  burden  of  paperwork  based  on  customer  feedback: 

The  new  ED  Express  is  a  computer-based  system  that  provides  notice  of  student  aid  eligibility  to 
postsecondary  institutions,  thereby  eliminating  four  million  paper  forms, 

•  FAFSA  Express  allows  individual  students  to  electronically  apply  for  student  financial  assistance  from 
their  homes  and  served  millions  of  students  in  95-96; 

•  States  may  now  submit  a  single  consolidated  application  for  their  Elementary  and  Secondary  Education 
Act  programs  rather  than  the  separate  applications  for  each  program  that  were  required  in  the  past  This 
not  only  eliminates  the  paperwork  burden  but  also  promotes  comprehensive  planning 


Implemented  a  Local  Area  Network  (LAN)  connecting  all  department  employees  across  the  country  via 
e-mail,   including  Internet  access. 

Used  imaging  technology  in  our  major  postsecondary  systems  to  reduce  paper  storage  requirements  and 
improve  work  flow. 
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ignized  both  our  stewardship  and  partnership  responsibilities  and  have  reached  out  to  state  education 
xies  (SEA)  and  local  education  agencies  (LEA)  to  improve  our  understanding  of  the  issues  that  are 
important  to  them  in  their  administration  of  federally-funded  education  programs: 

•  Invited  grantee  input  to  the  redesign  of  our  discretionary  grant  system  and  in  the  development  of  new 
ways  to  monitor  our  elementary  &  secondary  and  postsecondary  programs; 

•  Established  cross  cutting  teams  to  improve  program  performance  through  better  coordination  of  audits, 
federal  monitoring,  and  federal  technical  assistance,  while  encouraging  creativity  and  flexibility  at  the 
SEA  and  LEA  levels: 

*  Cooperative  Audit  Resolution  and  Oversight  Initiative  Team  (CAROI)  includes 

members  from  the  Office  of  Elementary  and  Secondary  Education,  Office  of  the  Chief  Financial 
Officer,  Office  of  the  General  Counsel,  and  the  Office  of  the  Inspector  General.  The  team  has 
partnered  with  three  states  Florida,  Mississippi,  and  Washington  This  year  as  a  result  of  their 
work,  the  Department  signed  with  the  state  of  Florida,  the  first  cooperative  audit  resolution 
agreement,  thereby  resolving  audit  findings  for  the  years  1992,  1993,  1994,  and  1995. 

*  In  early  May,  a  team  of  staff  from  the  Department's  Office  of  Elementary  and  Secondary  Eduction 
(OESE)  visited  Mississippi  to  conduct  the  first  ever  Integrated  Program  Review  All  OESE 
programs  were  represented,  helping  the  Department  and  the  state  look  at  issues  of  coordination 
of  programs.  The  visit  lasted  one  week  and  included  time  spent  at  the  LEA  (Indianola)  and  visits 
to  its  schools,  as  well  as  two  days  in  the  SEA.  The  new  Integrated  Program  Reviews  are  much 
less  disruptive  to  states  than  the  old  way  of  doing  business  with  six  different  site  visits  by  OESE 
staff  The  review  team's  visit  to  Mississippi  demonstrated  and  convinced  state  officials  that  the 
Department  is  operating  in  a  new,  collaborative  (non-adversarial)  way 
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Increasing  Flexibility  Through  Waivers 

Program  Waivers 

The  GOALS  2000,  School-to-Work  and  the  Improving  America's  Schools  Acts  all  offer  states,  school  districts 
and  certain  consortia  waivers  of  some  federal  statutory  and  regulatory  provisions  in  circumstances  where  they 
may  impede  education  reform  efforts 

Established  a  Waiver  Hot  Line,  (202)  401-7801,  to  offer  assistance  to  states  and  communities  with 

waiver  requests  As  of  April  1996,  approval  had  been  given  to  109  waiver  requests. 

Established  the  ED-Flex  Program  which  allows  the  Secretary'  to  delegate  up  to  twelve  states  his  authority 

under  GOALS  2000  to  grant  waivers  of  certain  statutory  and  regulatory  provisions  of  the  Improving 

America's  Schools  Act  and  the  Perkins  Act    To  date,  seven  states  have  been  selected  for  participation  in 

ED-Flex:  Maryland,  Ohio,  Oregon,  Kansas,  Massachusetts,  Texas,  and  Vermont. 

Designing  a  postsecondary  institutional  flexibility  initiative  which  rewards  institutions  which  have 

consistently  demonstrated  the  highest  level  of  performance  in  their  administration  and  stewardship  over 

student  aid  programs  by  waiving  regulatory  requirements. 
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Focusing  On  Results 

Strategic  Planning 

For  the  first  time  in  its  history,  the  Department  has  a  strategic  plan  which  reflects  our  efforts  to  restructure  the 
federal  role  in  education,  focus  on  performance,  streamline  and  reduce  the  number  of  education  programs,  and 
improve  internal  Department  management  The  inclusion  of  performance  indicators  in  the  strategic  plan  is  a 
strong  signal  of  our  desire  to  be  held  accountable  for  results.  We  have  made  significant  progress  and  we  are  well 
ahead  of  the  GPRA  timeline. 

Direct  Loan  Program 

Implemented  a  new  direct  loan  program  for  students  that: 

•  Simplifies  and  streamlines  the  Department's  financial  support  for  students, 

•  Puts  a  greater  percentage  of  the  federal  investment  into  their  hands, 

•  Cuts  out  the  middlemen— the  lenders  and  guarantee  agencies— and  expedites  delivery  of  loans  to  students, 

•  Provides  a  wide  variety  of  flexible  repayment  options,  including  income  contingent 
repayment, 

•  According  to  the  most  recent  evaluation  of  the  Program,  90  percent  of  first  year  direct  loan  schools  were 
satisfied  with  the  program  and  6  J  percent  of  the  schools  were  very  satisfied 

ED  Grants  Process 

Streamlined  the  grants  process  by  eliminating  unnecessary  requirements  and  improving  the  timeliness  of  grantee 
notification: 

Cut  the  number  of  steps  taken  to  make  a  discretionary  grant  by  50  percent,  the  processing 

time  by  25  percent,  and  the  notification  time  by  two  to  three  months, 

Eliminated  annual  submission  of  continuation  applications  as  well  as  annual  negotiation  of  6,000 

continuation  grants. 
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Reducing  Financial  Risk  To  Taxpayer 
and  More  Cost  Savings 

The  Department  put  strong  emphasis  on  accountability  for  results  and  maximum  flexibility  in  implementation  to 
define  our  partnership  with  states  and  local  communities  ED  cut,  consolidated  and  reshaped  programs  to  save 
taxpayers  money  and  become  more  cost  effective 

Student  Loan  Defaults 

ED  significantly  decreased  the  student  loan  default  rate: 

According  to  the  most  recent  data  the  national  default  rate  declined  from  a  peak  of  22  4  percent  in  FY90  to 
1 1  6  percent  in  FY93,  the  lowest  rate  recorded  since  default  rates  were  first  calculated  in  1988 

•     Proprietary  schools'  default  rates  declined  from  30  2  percent  in  FY  1992  to  23  9  percent  in  FY  1993 

StKfent  Loan  Cofledions 

The  Department  increased  student  defaulted  loan  collection  efforts    Using  greater  vigilance  and  having  more 
legal  tools  at  our  disposal  has  resulted  in  an  increased  return—from  $879  million  in  1990  to  $15  billion  in  1994 
The  cost  to  the  taxpayer  of  defaulted  loans  has  been  cut  in  half 

Program  Elm*  4  Consoidafion 

Over  the  past  three  years  the  Department  eliminated  64  programs,  totaling  $625  million  per  year  Our  fiscal  year 
1997  budget  proposes  the  elimination  of  16  additional  programs  for  a  projected  savings  of  $465  million  per  year 
That  would  bring  our  total  potential  savings  to  $11  billion 
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Internal  Management  Reforms 

Recognizing  the  deficiencies  and  problems  in  the  Department's  management,  we  initiated  profound  changes  in 
the  following  areas  of  management  operations,  culture  and  customer  relations  to  promote  and  foster  better 
management  and  continuous  improvement. 


Continue  to  reduce  FTE  levels: 

•  In  the  past  year,  more  than  400  employees  have  accepted  buy-out  offers; 

•  By  January  1,  1997  an  additional  250  employees  will  leave  the  Department  via  buy-outs, 

•  In  addition,  ED  made  progress  in  reducing  managerial  layers  and  improving  supervisory  ratios  by 
delayering,  restructuring  and  streamlining.  Our  goal  by  1999  is  to  double  our  employee-to-supervisor 
ratio  to  12:1.  The  Department  is  currently  at  approximately  6:1,  up  from  5:1  in  1993.  As  the 
Department  continues  the  elimination  of  organization  layers  this  will  increase  the  employee-to-supervisor 
ratio. 


Correcting  easily-fixed  problems,  referred  to  as  low-hanging  apples: 

•  A  department-wide  team  identifies,  reviews,  and  recommends  "apples"  to  the  Executive  Management 
Committee  for  consideration, 

•  The-  Low-Hanging  Apples  Team  enjoys  a  reputation  among  department  employees  for  quick  action  To 
date,  one  hundred  "apples"  have  been  picked  and  acted  upon. 


Redesigning  key  components  of  our  human  resources  systems: 

Designed  a  new  online  job  Position  Description  Library  and  a  Computer-Assisted  Rating  System  to 
permit  faster  and  more  streamlined  hiring; 

•  Designed  a  new  online  technology  center,  Employee  Express,  which  allows  employees  to  change  personal 
tax  and  payroll  information  by  phone; 

Redesigning  our  Equal  Employment  Opportunity  (EEO)  system; 

Establishing  a  new  Awards  and  Incentives  system  consistent  with  the  new  performance  appraisal  system 

Automating  our  timekeeping  (T&A  system), 

*  Used  customer  service  teams  and  information  technology  to  help  reduce  the  time  it  takes  to  hire 

an  employee  from  an  average  of  1 13  days  to  61  days  The  Department  aims  to  futher  reduce  the  time  to 
34  days  by  1999 
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Pilot  tested  a  new  pass-fail  performance  appraisal  system  that  is  linked  to  the  Department's  strategic  plan  and 
also  provides  for  feedback  from  customers,  co-workers,  and,  where  appropriate,  subordinates  ED  is  now  in  the 
initial  stage  of  full-scale  implementation  Several  other  federal  agencies  have  expressed  interest  in  adoptine  the 
department's  new  performance  appraisal  system 

Training 

Our  job-related  training  efforts  are  more  challenging  and  have  been  redesigned  to  align  with  the  new  needs  and 
priorities  of  the  Department's  strategic  plan. 
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Financial  Management  Operations 

ED  is  engaged  in  a  variety  of  activities  aimed  at  reinventing  our  financial  management  operations  and 
improving  the  quality  of  service  to  our  customers.  We  have  improved  the  management  and  oversight  of  the 
Department's  financial  resources  and  responded  creatively  and  effectively  to  satisfy  the  legislative  requirements 
of  the  Chief  Financial  Officers  Act  The  following  are  examples  of  some  specific  improvements: 

EDCAPS 

Education  Central  Automated  Processing  System  (EDCAPS)  will  serve  as  a  central  repository  for  all  Department 
business  transactions,  providing  single  input  of  data  and  fast,  easy  access  to  information  such  as  payments  to 
contractors  and  grantees  or  budget  obligations  and  balances. 

Senior  managers,  for  example,  may  extract  program  information  in  graphic  format  for  quick  analysis  (eg  total 
payments  to  universities,  by  state)  and,  if  needed,  simply  "click"  on  a  portion  of  tjie  graph  to  immediately  see 
supporting  detail  (eg  payments  to  universities  in  Minnesota,  by  size  of  institution). 


Implemented  and  expanded  a  new  process  for  electronic  filing  of  cash  expenditures — the  Monthly  Electronic 

Expenditures  Reporting  System  (MEERS): 

•  Eliminated  manual  and  mail  transfers  of  forms; 

Provided  accurate  and  timely  data  to  more  than  1,800  of  our  largest  states  and  universities. 

PedWffe  Payment  Process 

Automated  the  payment  process  to  allow  states,  universities  and  large  colleges  access  to  the  Education  Payment 

Management  System  (EDPMS)  online  to: 

View  their  account  history  and  balances  and  request  payments, 

Edit  or  view  future  payment  requests  up  to  thirty  days  in  advance  of  needs    This  also  replaces  a  labor- 
intensive  manual  effort 

Current  Account 

Expanded  the  Interactive  Voice  Mail/ Audio  Response  Unit  to  improve  customer  service  and  communications 
with  recipients    The  automated  system  allows  recipients  to  access  current  account  information  from  any  touch 
tone  phone  and  be  connected  with  their  account  representative  if  necessary. 

Post  Audit  Process 

Reduced  overdue  audits  from  339  at  the  end  of  FY93  to  less  than  70  at  the  end  of  FY94 
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Travel  Management  System 

Instituted  a  new  automated  Travel  Management  System  and  continue  to  seek  ways  to  streamline  the  travel 

process: 

•  Successfully  piloted  a  Third  Party  Payment  System  (TPPS),  an  automated  system  for  reimbursing 

employees  for  local  travel  and  other  small  expenses  which  saved  the  Department  $14,500  in  the  first  50 

days  of  the  pilot. 

Other  financial  management  improvements  include  increasing  the  use  of  charge  card  (TMPAC)  purchases  by  81 
percent  since  FY94  and  reducing  the  reconciliation  time  for  monthly  invoices  from  60  to  20  days  Also 
eliminated  were  650,000  pages  of  unnecessary  reporting  requirements 
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Opening  Statement  of  Cynthia  Metzler 

Mr.  Porter.  I  have  to  say  that  cutting  regulations,  cutting  ad- 
ministrative overhead,  cutting  programs  that  have  small  constitu- 
encies, and  improving  the  student  default  rate  are  all  music  to  our 
ears,  so  we  commend  you  for  the  fine  job  that  you  are  doing. 

Thank  you  for  your  testimony. 

Secretary  Metzler? 

Ms.  Metzler.  Mr.  Chairman,  I'm  pleased  to  appear  before  you 
today  to  discuss  the  management  procedures  of  the  Department  of 
Labor  and  summarize  some  of  our  successes. 

With  me  I  have  Jim  McMullen,  who  I  know  you  are  familiar 
with,  and  Edmundo  Gonzales,  who  is  our  Chief  Financial  Officer  at 
the  Labor  Department. 

Before  I  begin,  I  would  like  to  point  out  that  I  will  not  be  ad- 
dressing the  budget  for  the  departmental  management  request  for 
fiscal  year  1997,  since  I  was  here  last  week  and  we  addressed  that 
issue. 

But  I  am  delighted  to  be  here  to  highlight  some  of  our  achieve- 
ments during  the  last  three-and-a-half  years.  These  highlights  in- 
clude our  continuous  efforts  to  reinvent  the  Department,  as  well  as 
several  major  financial  improvements. 

I  would  like  to  begin  by  focusing  on  our  streamlining  and  re- 
invention activities. 

REINVENTION 

The  Department  of  Labor,  as  I  know  you've  heard  before,  has 
been  at  the  forefront  of  Vice  President  Gore's  National  Performance 
Review.  Our  efforts  have  focused  on  four  major  objectives:  getting 
back  to  basics,  improving  customer  service,  empowering  employees, 
and  cutting  red  tape. 

These  efforts  have  been  carried  out  in  the  spirit  of  partnership 
with  our  employee  unions  and  with  the  involvement  of  front-line 
supervisors  and  managers  throughout  the  Department.  Employee 
and  supervisor  involvement  has  produced  many  excellent  ideas, 
many  of  which  are  in  the  process  of  being  implemented. 

With  respect  to  our  ongoing  reinvention  efforts,  focus  has  been 
targeted  at  getting  back  to  basics,  focusing  on  what  works  and  our 
core  mission  responsibilities,  while  simultaneously  eliminating  un- 
necessary burdens  on  our  customers  and,  equally  importantly,  on 
our  staff. 

With  respect  to  customer  service,  all  the  agencies  of  the  Depart- 
ment have  developed  new  customer  service  standards,  and  many 
have  directly  surveyed  their  primary  customers,  analyzed  the  re- 
sponses, and  are  actively  trying  to  address  the  areas  of  concern. 

Employee  empowerment  has  been  a  cornerstone  of  our  reinven- 
tion efforts.  As  the  recognized  experts  in  their  fields,  we  have 
called  upon  our  front-line  employees  to  identify  ways  to  re-engineer 
their  work  processes  and  eliminate  unnecessary  steps,  with  excel- 
lent results. 

The  Department's  various  reinvention  teams  have  been  charged 
with  cutting  red  tape,  have  cut  back  unnecessary  internal  rules. 
We  have  reduced  our  internal  rules  by  over  50  percent.  We've  re- 
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duced  paperwork  and  we've  simplified  reporting  requirements  for 
the  folks  that  are  regulated  by  the  Labor  Department. 

At  the  same  time  that  we've  been  reinventing  the  Department, 
we  have  been  reducing  our  staff  levels.  Since  1980,  the  Depart- 
ment, like  the  Education  Department,  has  been  reduced  about  30 
percent.  Since  September  of  1992,  we  have  been  in  a  process  to  re- 
duce the  Department's  employment  levels  consistent  with  the  Fed- 
eral Work  Force  Restructuring  Act.  The  Department's  12  percent 
reduction  level  will  be  met  well  ahedd  of  schedule. 

It  is  important  to  note  that  we  have  not  simply  been  managing 
to  a  number  in  our  effort  to  reduce  the  size  of  our  staff.  To  the  con- 
trary, we  have  redeployed  our  staff  from  overhead  positions  to  the 
front  line,  where  the  real  work  and  mission  of  the  Department  is 
concentrated.  By  focusing  our  staff  on  mission-related  work  while 
flattening  the  hierarchies,  we  have  been  able  to  do  more  with  less. 

Our  wide  and  varied  responsibilities  affect  American  workers 
and  their  families.  Among  other  things,  our  mission  is  to  save  lives, 
eliminate  work  place  injuries,  improve  working  conditions,  protect 
wages  and  pensions,  and  train  the  American  work  force. 

Faced  with  staffing  and  resource  realities  of  our  budget  environ- 
ment, we  have  had  no  choice  but  to  work  smarter  if  we're  going  to 
achieve  our  mission.  The  American  taxpayers  have  made  it  clear 
that  they  want  a  Government  that  is  efficient  and  effective,  one 
that  knows  what  its  job  is,  focuses  its  resources  on  important  mat- 
ters, and  eliminates  wasteful  and  redundant  functions. 

GPRA 

The  Government  Performance  and  Results  Act  is  the  embodi- 
ment of  this  demand  for  an  efficient  and  effective  Government. 
This  law  requires  that  we  state  clearly  what  we  are  doing  and  then 
hold  ourselves  accountable  for  achieving  those  results. 

At  the  Labor  Department,  we  have  been  working  hard  to  articu- 
late our  work  and  expectations  in  terms  of  outcome,  to  align  our 
resources  in  ways  that  maximize  those  outcomes,  and  establish 
clear  lines  of  accountability  from  the  top  to  the  bottom. 

Our  commitment  to  constantly  examine  the  outcomes  we  seek 
and  measure  our  progress  is  renewed  each  year  in  the  Secretary's 
annual  performance  agreement  with  the  President.  Each  assistant 
secretary  or  agency  head  in  the  Labor  Department  has  a  perform- 
ance agreement  with  the  Secretary  in  which  the  desired  outcomes 
for  the  year  are  clearly  identified. 

We  are  constantly  challenging  our  managers  to  make  sure  that 
we  have  measurable  outcomes  for  all  levels  of  the  Department. 

One  of  the  key  focal  points  of  our  "managing  for  results"  effort 
has  been  our  plans  to  revamp  our  performance  appraisal  system. 
The  components  of  this  system — management  performance  agree- 
ments, performance  appraisals,  and  the  consequences  that  flow 
from  them  for  individual  employees,  both  positive  and  negative — 
focus  on  accountability. 

Another  element  of  our  change  is  to  foster  a  working  partnership 
between  management  and  unions  to  encourage  cooperation,  team- 
work, and  a  broad  acceptance  of  accountability. 
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We  have  revamped  the  performance  appraisal  system,  as  I  said, 
for  all  employees,  and  this  year  we  have  also  taken  major  strides 
to  implement  the  Chief  Financial  Officers  Act.  The  Department  of 
Labor  is  one  of  five  pilot  organizations  designated  by  the  CFO  Act 
to  prepare  a  consolidated  financial  statement.  Additional  state- 
ments are  prepared  by  the  respective  program  agencies  with  sup- 
port from  the  CFO  for  six  stand-alone  trust,  revolving,  and  special 
funds. 

The  Office  of  the  Inspector  General's  audit  of  the  fiscal  year  1995 
consolidated  financial  statement  found  that  the  principal  state- 
ments fairly  presented  those  funds  over  which  the  Department  ex- 
ercises direct  control.  If  not  for  one  scope  limitation  over  the  De- 
partment of  Labor  has  no  control,  the  Inspector  General  would 
have  issued  a  clean  opinion.  This  is  the  closest  that  any  Cabinet- 
level  agency  has  come  to  receiving  a  clean  opinion.  We  are  very 
proud  of  this  achievement  and  many  other  improvements  that  we 
have  made  in  the  areas  of  internal  controls,  audit  resolution,  and 
the  implementation  of  the  standard  general  ledger-based  integrated 
accounting  system. 

Mr.  Chairman,  this  concludes  my  statement.  I'd  be  happy  to  an- 
swer any  questions  you  have  about  our  accomplishments. 

Mr.  Porter.  Thank  you,  Secretary  Metzler. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  CYNTHIA  A.  METZLER 

ACTING  DEPUTY  SECRETARY  OF  LABOR 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HHS,  EDUCATION 

COMMITTEE  ON  APPROPRIATIONS 

MAY  16,  1996 


Mr.  Chairman,  distinguished  members  of  the  Subcommittee: 

I  am  pleased  to  appear  before  you  today  to  discuss  management  issues  at  the 
Department  of  Labor  and  to  summarize  some  of  the  major  accomplishments  of  this 
Administration.   My  name  is  Cynthia  Metzler.    Since  the  departure  of  Thomas  Glynn,  I  have 
been  appointed  to  act  as  the  Deputy  Secretary  for  the  Labor  Department. 

Before  I  begin,  I  would  like  to  introduce  Edmundo  Gonzales,  the  Department's  Chief 
Financial  Officer  and  Jim  McMullen,  Deputy  Assistant  Secretary  for  Budget. 

I  am  delighted  to  have  the  opportunity  to  discuss  some  of  our  achievements  and  to 
bring  you  up  to  date  on  efforts  currently  underway  to  reinvent  the  Labor  Department  as  well 
as  to  outline  some  of  our  major  financial  management  improvements.   I  will  also  touch 
briefly  on  the  management  challenges  we  faced  earlier  this  year  as  a  result  of  funding 
uncertainties  and  our  general  approach  on  the  remainder  of  this  fiscal  year. 

STREAMLINING  AND  REINVENTION 

The  Labor  Department  has  been  at  the  forefront  of  Vice  President  Gore's  National 
Performance  Review  of  the  Federal  government.   Our  efforts  have  focused  on  four  major 
objectives  -  improving  customer  service,  empowering  employees,  cutting  red  tape  and 
getting  back  to  basics.   These  efforts  have  been  carried  out  in  the  spirit  of  partnership  with 
employee  unions,  and  with  the  involvement  of  front-line  supervisors  to  help  identify  changes 
necessary  to  improve  program  operations.    From  this  involvement,  we  received  many 
excellent  ideas,  many  of  which  have  been  or  are  in  the  process  of  being  implemented. 

With  respect  to  our  ongoing  reinvention  efforts,  the  focus  has  been  targeted  at  getting 
back  to  basics  -  focusing  on  what  works  while  simultaneously  eliminating  unnecessary 
burdens  on  our  customers  and  our  staff.   An  excellent  example  of  this  effort  is  the 
Occupational  Safety  and  Health  Administration's  Maine  200  Program.    Under  this  program, 
the  200  most  dangerous  workplaces  in  Maine  were  identified  based  on  worker  compensation 
claims  and  each  employer  was  asked  to  cooperate  with  OSHA  to  improve  their  workplace 
safety  and  health  programs.     This  program  has  enabled  OSHA  to  target  a  large  number  of 
worksites  with  a  history  of  workplace  injuries  and  to  work  with  most  of  the  affected 
employers  to  control  workplace  hazards  without  conducting  inspections.    This  initiative 
successfully  leveraged  OSHA's  resources  to  identify  and  abate  thousands  of  hazards  that 
would  otherwise  have  contributed  to  worker  injuries  and  compensation  claims. 
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All  agencies  have  developed  customer  service  standards  and  many  have  directly 
surveyed  their  primary  customers,  analyzed  the  responses,  and  are  actively  addressing  areas 
of  concern.    One  example  of  our  commitment  to  respond  to  customer  needs  is  a  significant 
reduction  in  the  number  of  days  it  takes  the  Bureau  of  Labor  Statistics  to  deliver  the 
Consumer  Price  Index  summary  news  release  and  detailed  report.   Another  noteworthy 
example  is  America's  Job  Bank.   To  meet  the  need  for  a  nationwide  listing  of  jobs,  the 
United  States  Employment  Service  worked  with  State  Employment  Security  Agencies  to 
develop  a  nationwide  job  bank  of  local  job  listings  which  are  not  filled  immediately  in  the 
local  labor  market.   The  listings  in  America's  Job  Bank  contain  over  1,100  occupations  and 
are  available  to  job  seekers  throughout  the  United  States. 

Employee  empowerment  has  been  the  cornerstone  of  our  reinvention  efforts.    Front- 
line employees  have  identified  ways  to  re-engineer  current  work  processes  and  eliminate 
unnecessary  steps.    For  example,  in  the  Pension  and  Welfare  Benefits  Administration  they 
reduced  the  number  of  summary  case  file  reports  filed  from  4,800  to  only  800,  an  impressive 
83  %  reduction.    Freeing  staff  from  routine  paperwork  allows  investigators  to  spend  more 
time  conducting  investigations  and  providing  customers  with  technical  assistance. 

A  frequent  complaint,  both  inside  and  outside  of  government,  is  of  excessive  red  tape. 
The  Department's  various  reinvention  teams  charged  with  cutting  red  tape  have  trimmed  back 
unnecessary  internal  rules  and  regulations,  reduced  paperwork,  and  simplified  reporting 
requirements.   The  Office  of  Worker  Compensation  Programs  simplified  the  cumbersome 
administrative  process  in  which  claimants  once  had  to  fill  out  a  form  reviewed  by  as  many  as 
nine  people  in  68  separate  steps.   Under  the  re-engineered  procedure,  all  but  18  of  the  steps 
have  been  eliminated  and  only  two  people  will  need  to  handle  each  form.    The  time  savings 
will  be  allocated  to  assisting  claimants  and  processing  their  claims  more  quickly. 

Selected  Reinvention  Projects 

By  now,  you  have  heard  of  the  Innovations  in  American  Government  Awards  the 
Department  received  in  FY  1995  for  its  reinvention  projects  —  OSHA's  Maine  200  program 
PBGC's  Early  Warning  Program,  and  our  finalist,  BLS's  Re-engineered  Data  Collection 
initiative.    DOL  efforts  continue  to  be  recognized.   This  year,  another  of  our  reinvention 
projects,  the  Wage  and  Hour  Division's  initiative  to  eradicate  sweatshops  in  the  garment 
industry,  is  still  in  the  running.   To  confront  the  rampant  labor  problems  associated  with 
garment  industry  sweatshops,  the  Wage-Hour  Division  implemented  a  multi-faceted  strategy 
of  addressing  this  problem  by  gaining  the  cooperation  of  the  more  financially  and  visibly 
responsible  retailers  and  manufacturers  to  increase  compliance;  by  using  the  media  to 
leverage  their  enforcement  accomplishments;  by  using  strike  forces;  and  by  invoking  to  the 
fullest  extent  the  "hot  goods"  provision  of  the  Fair  Labor  Standards  Act.   These  are  just  three 
of  the  many  reinvention  activities  being  implemented  at  the  Labor  Department. 
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Human  Resources  Goals  and  Achievements 

Since  September,  1992,  we  have  been  involved  continuously  in  a  process  to  reduce 
the  DOL's  employment  levels.    DOL's  goal  was  a  12%  staff  reduction  by  1999.    As  of 
March,  1996,  we  have  already  surpassed  this  goal  by  reducing  employment  by  over  12%. 

But  we  have  not  been  simply  "managing  to  a  number"  in  our  effort  to  reduce  the  size 
of  our  staff.    We  have  also  attempted  to  re-deploy  staff  from  overhead,  or  management 
support,  positions  to  front-line  positions  where  the  real  work  of  the  Department  is 
concentrated.    If  anything,  the  Department's  statutory  responsibilities  to  the  workers  of  this 
country  and  their  families  have  increased  in  recent  years  and  this  has  forced  us  to  "work 
smarter".   To  this  end,  our  staff  reductions  have  come  disproportionately  from  "overhead" 
positions,  which  have  decreased  by  19%,  while  our  front-line  positions  have  decreased  by 
only  10%.    By  focusing  our  staff  on  mission-related  work  we  are,  indeed,  doing  more  with 
less. 

We  have  reduced  the  number  of  senior  level  positions  at  grades  GS-14  by  9%  since 
1992;  headquarters  positions  have  decreased  by  25%;  and  we  have  reduced  the  number  of 
personnelists,  budgeteers,  accountants  and  acquisition  specialists  by  15%.   In  all  these  areas, 
we  are  either  ahead  of  schedule  or  on  a  path  to  meet  our  goals  for  FY  1999.    In  spite  of 
these  reductions,  we  have  worked  hard  to  diversify  our  workforce.   During  this  period,  we 
have  increased  the  Hispanic  representation  rate  among  DOL  employees  and  the  representation 
rate  of  women  in  grades  13  and  above. 

MANAGEMENT  IMPROVEMENTS 

Overall,  the  Department  has  taken  very  seriously  its  obligation  to  review  its  operations 
and  identify  ways  to  improve  the  way  we  carry  out  our  mission.   We  are  encouraged  by  the 
progress  that  we  have  made  to  date.   But  what  I  am  most  excited  about  are  efforts  currently 
underway  at  DOL  to  meet  not  only  the  statutory  requirements  of  the  Government 
Performance  and  Results  Act  but  its  underlying  principles  and  spirit  as  well. 

Managing  for  Results 

Our  wide  and  varied  responsibilities  affect  all  American  workers  and  their  families. 
Among  other  things,  our  mission  is  to  save  lives,  eliminate  workplace  injuries,  improve 
working  conditions,  protect  wages  and  pensions  and  to  train  the  American  workforce.    As  I 
have  suggested  above,  the  statutory  responsibilities  of  the  Labor  Department  are  greater  than 
ever  and  our  resources  are  ever  more  scarce. 

Faced  with  the  staffing  constraints  I  have  just  outlined,  we  have  no  choice  but  to  re- 
think our  whole  approach  to  the  way  we  conduct  our  business  if  we  are  to  achieve  our 
mission.    At  the  same  time  that  our  responsibilities  and  the  resources  available  to  accomplish 
them  were  heading  in  opposite  directions,  the  American  taxpayers  have  made  it  clear  that 
they  want  a  government  that  is  going  to  get  the  job  done.   Taxpayers  do  not  necessarily  want 
to  eliminate  government.    They  quite  simply  want  a  government  that  is  efficient  and 
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effective,  one  that  knows  what  its  job  is  and  knows  how  to  do  it.   They  want  results,  not 
process. 

One  manifestation  of  this  collective  desire  is  the  Government  Performance  and  Results 
Act.   This  law  stands  for  the  proposition  that  government  agencies  will  say  what  they  are 
going  to  do  and  be  held  accountable  for  the  results.   At  the  Labor  Department,  we  have  taken 
this  challenge  very  seriously  and  have  begun  to  articulate  our  work  in  terms  of  outcomes;  to 
align  our  desired  outcomes  and  our  available  resources  appropriately  from  the  top  of  the 
Department  to  the  bottom;  and  to  establish  clear  lines  of  accountability  for  the  outcomes  we 
seek  and  the  people  responsible  for  attaining  them. 

Reorienting  the  culture  of  government  from  one  of  process  to  one  in  which  individuals 
know  what  the  priorities  of  the  agency  are  and  know  they  are  empowered  and  held 
accountable  to  achieve  them  is  not  an  easy  task.    It  can  start  at  the  top  but  it  must  cascade  all 
the  way  through  the  organization  from  the  Secretary  all  the  way  to  the  front-line  worker. 
Our  commitment  to  outcomes  begins  with  the  Secretary's  Performance  Agreement  with  the 
President.    Similarly,  each  Assistant  Secretary  has  a  Performance  Agreement  with  the 
Secretary  in  which  outcomes  for  the  year  are  clearly  identified.    We  have  had  these 
Performance  Agreements  in  place  for  a  couple  of  years.   Now,  our  challenge  is  to  position 
ourselves  so  that  there  are  measurable  outcomes  at  all  levels  of  the  department  and  with  all 
our  priorities  clearly  aligned.   In  this  way,  all  of  our  staff  will  know  what  we  are  trying  to  do 
and  where  he  or  she  fits  into  this  picture. 

To  broadcast  this  approach  so  that  it  takes  root  at  all  levels  of  the  Department,  among 
other  activities,  I  held  a  series  of  "Managing  for  Results"  workshops  with  the  managers  and 
supervisors  of  the  Department.    This  was  one  of  many  tools  used  to  assist  in  GPRA 
implementation.  So  far,  there  have  been  three  two-day  sessions  attended  by  nearly  400  staff. 
In  these  sessions,  we  have  focused  on  a  number  of  issues  that  will  take  us  to  our  goal  of 
changing  the  way  we  operate  to  produce  a  results-oriented  organization.    One  of  these  is  to 
get  staff  to  focus  on  who  their  customers  are,  knowing  how  customers  define  our  success  in 
meeting  their  needs  and,  more  importantly,  creating  or  re-creating  the  systems  and  processes 
to  ensure  that  success.   These  sessions  were  very  useful  in  helping  managers  and  supervisors 
to  begin  to  develop  results-oriented  outcome-based  performance  measures  as  a  means  for 
measuring  organizational  performance  and  to  establish  clear  lines  of  accountability.    Many  of 
these  measures  are  also  included  in  the  agency's  annual  budget  submissions. 

Another  of  the  key  focal  points  of  the  "Managing  for  Results"  workshops  was  our 
plan  to  revamp  our  performance  management  system.   It  is  the  components  of  this  system  - 
the  performance  agreements,  performance  appraisals  and  the  consequences  that  flow  from 
them  for  individual  employees,  both  positive  and  negative  —  that  focus  accountability  which 
will  ultimately  help  us  achieve  what  is  of  value  to  the  American  worker. 

Another  element  of  change  is  to  continue  to  foster  a  working  partnership  between 
management  and  the  union  to  encourage  cooperation,  teamwork  and  an  acceptance  of 
accountability  as  the  cornerstone  of  the  new  organizational  culture.    This  new  culture  must  be 
characterized  by  open  communication  channels,  up  and  down  the  organization.    Also,  it  must 
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embrace  employee  growth  and  development  because  we  know  that  the  most  important 
resource  we  have  is  our  staff.    In  these  sessions,  we  encouraged  our  managers  and 
supervisors  to  explore  organizational  structures  that  have  a  clear  line-of-sight  to  the  customer. 
This  often  requires  the  use  of  reinvention  techniques  to  identify  anachronistic  structures 
which,  though  once  useful,  no  longer  serve  to  achieve  the  outcomes  that  have  been  identified 
as  vital  to  our  customers. 

At  this  point,  Mr.  Chairman,  I  would  like  to  mention  briefly  a  few  other  specific 
management  improvements  that  have  been  made  at  the  Department  to  help  us  improve  our 
customer  service.   These  include: 

•  the  Electronic  Commerce  Acquisition  Automation  Project,  which  is  an  off-the-shelf 
software  package  designed  to  allow  the  exchange  of  procurement  information  such  as 
solicitations,  offers,  contracts,  purchase  orders,  invoices,  payments,  and  other 
contractual  documents  electronically  between  the  private  sector  and  the  Federal 
government.   In  implementing  this  system,  DOL  will  be  able  to  streamline  the 
procurement  function  and  related  administrative  functions. 

•  Expansion  of  our  Credit  Card  Program  for  purchases  under  $2,500  thereby 
streamlining  the  procurement  process  and  placing  the  buying  power  closer  to  the 
originator. 

•  Initiation  of  Performance-Based  Contracting  for  Job  Corps  services  which  holds 
contractors  responsible  to  agreed-upon  outcomes  and  assures  a  minimum  standard  of 
center  operations. 

•  Began  a  Contractor  Mentoring  Program  in  the  Employment  and  Training 
Administration  (ETA)  to  expand  the  number  of  contractors  available  to  operate  ETA 
Job  Corps  facilities  and  to  increase  competition.   The  Job  Corps  contractor 
mentor/protege  program  allows  the  protege  firm  to  assume  contractual  responsibility 
for  other  center  operations  gradually  after  successful  performance  under  the  mentor 
firm.    The  approach  effectively  expands  the  list  of  experienced  competitors. 

•  Expansion  of  the  use  of  Alternative  Dispute  Resolution  (ADR)  in  selected  ETA 
procurement  disputes  to  test  the  applicability  of  ADR  procedures  in  audit  resolution 
and  debt  collection  for  contracts  and  grants.    The  pilot  had  a  strong  evaluation 
component  and  results  indicated  that  all  parties  were  pleased  with  the  results. 

FINANCIAL  MANAGEMENT 

Mr.  Chairman,  during  the  past  few  years  the  Department  has  taken  major  strides  in 
the  implementation  of  the  Chief  Financial  Officers  Act.    As  you  know,  our  Chief  Financial 
Officer  (CFO),  Mr.  Edmundo  Gonzales,  here  with  me  today,  was  confirmed  and  took  his 
position  in  August  of  1995.    Up  to  that  time,  we  had  a  career  official  serving  in  an  acting 
capacity  whose  retirement  last  year,  along  with  the  sudden  death  of  his  Deputy,  represented 
over  80  years  of  government  financial  management  expertise. 
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Mr.  Gonzales  began  immediately  to  develop  the  best  ways  to  utilize  the  small  but 
talented  staff.   With  the  CFO's  leadership  team  in  place,  the  re-engineered  organization 
focused  on  key  strategic  initiatives  with  maximum  utilization  of  available  resources  and 
impact  on  customer  service.   All  current  CFO  initiatives  and  priorities  are  in  line  with  the 
tenets  of  the  CFO  Act  and  other  financial  management  legislation,  such  as  the  Government 
Performance  and  Results  Act  (GPRA)  and  the  Government  Management  Reform  Act 
(GMRA). 

For  1995,  we  have  several  major  accomplishments  to  report  with  respect  to  audited 
financial  reporting.    The  Department  of  Labor  is  one  of  the  five  pilot  organizations 
designated  by  the  CFO  Act  to  prepare  consolidated  financial  statements.   Consequently,  for 
the  past  five  years,  the  Office  of  the  CFO,  with  the  support  of  and  commitment  from  the 
Secretary,  Deputy  Secretary,  Assistant  Secretaries  and  the  Departmental  financial 
management  community,  has  prepared  the  Department's  consolidated  financial  statements.    In 
addition  to  the  compilation  of  the  consolidated  statement,  the  following  six  stand-alone  trust, 
revolving,  and  special  fund  statements  are  prepared  by  the  respective  program  agencies  with 
support  from  the  CFO: 

Unemployment  Trust  Fund; 

Black  Lung  Disability  Trust  Fund; 

Longshore  and  Harborworkers'  Compensation  Act  Special  Fund; 

District  of  Columbia  Workmen's  Compensation  Act  Special  Fund; 

Federal  Employees'  Compensation  Act  Special  Fund;  and 

Working  Capital  Fund 

The  Office  of  Inspector  General's  (OIG)  audit  of  the  FY  1995  consolidated  financial 
statement  found  that  the  principal  statements  fairly  presented  those  funds  over  which  the 
Department  exercises  direct  control.   However,  the  scope  of  the  audit  was  limited  because 
the  coal  and  unemployment  tax  revenues  collected  by  Treasury,  and  transferred  to  the 
Department's  Black  Lung  Disability  and  Unemployment  Trust  Funds,  could  not  be  verified 
by  the  OIG.    Although  the  OIG  acknowledges  that  the  Department  has  no  control  over  the 
scope  limitation,  the  OIG  could  not  issue  a  clean  opinion  on  the  consolidated  financial 
statement,  taken  as  a  whole. 

This  is  the  closest  that  any  cabinet  level  agency  has  come  to  receiving  a  clean  opinion. 
We  are  very  proud  of  this  achievement.   Recognizing  just  how  close  we  are  to  achieving  this 
milestone,  we  are  working  with  the  GAO,  Treasury  and  OMB,  who  have  been  very 
supportive  of  our  efforts,  to  resolve  this  problem. 

The  preparation  of  the  government-wide  audited  financial  statements  required  by  the 
Government  Management  Reform  Act  (GMRA)  of  1994  presents  a  new  challenge  for  our 
organization.    Due  to  our  experience  with  preparing  consolidated  financial  statements,  we 
believe  the  Department  can  comply  with  all  data  requirements  and  time  lines  developed  by 
the  Government-wide  Audited  Financial  Statement  Task  Force;  and  we  believe  that  our 
experiences  should  be  shared  with  members  of  the  Federal  government's  financial 
management  community.   Therefore,  we  are  currently  working  with  the  GAO,  Treasury,  and 
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OMB-sponsored  task  force  and  work  groups  which  are  addressing  government-wide  audited 
financial  statement-related  issues.    Specifically,  CFO  staff  are  participating  on  the 
Government-wide  Consolidated  Financial  Statement  Working  Group  task  forces  on 
elimination  entries,  interagency  confirmations,  and  cost  accounting. 

The  Department  has  implemented  the  Department  of  Labor  Accounting  and  Related 
Systems  (DOLAR$),  a  Standard  General  Ledger  (SGL)  based  integrated  accounting  system. 
We  are  one  of  only  a  few  Federal  agencies  that  have  met  this  standard.   This  has  allowed  us 
to  receive  a  clean  opinion  with  regard  to  those  funds  over  which  we  have  control.    This 
expertise  has  allowed  the  CFO  organization  to  become  a  vigorous  participant  in  the  Federal 
Accounting  Standards  Advisory  Board  (FASAB)  and  Standard  General  Ledger  Board 
deliberations.    It  is  important  that  we  have  the  opportunity  to  comment  on  and  influence  the 
standards  that  will  affect  Departmental  programs.   The  translation  of  theoretical  legislative 
intent  into  operating  standards  that  are  consistent  with  program  reality  is  of  strategic 
importance  to  Departmental  financial  managers. 

Our  CFO  organization  has  made  significant  accomplishments  with  regard  to  internal 
controls  and  audit  resolution.    Since  the  inception  of  the  Federal  Managers'  Financial 
Integrity  Act  (FMFIA)  requirements,  the  Department  has  corrected  45  of  the  53  Section  2 
material  weaknesses  reported  to  the  Congress.    Under  Section  4,  the  Department  has 
corrected  97  of  the  reported  101  material  nonconformances.    Due  to  the  strength  of  our 
Departmental  DOLAR$  accounting  system,  almost  all  of  the  audit  findings  now  relate  to  the 
Agency  program  financial  systems.    In  the  coming  years,  we  will  work  with  the 
Department's  Agencies  to  improve  data  integrity  at  the  source  and  improve  the  consistency  of 
the  Agency  program  financial  systems  with  our  Departmental  DOLAR$  accounting  system. 

The  Administration's  emphasis  on  reinvention  of  government  has  had  a  major  impact 
on  management  controls  throughout  the  government.    A  major  premise  of  streamlining  of 
management  controls  is  the  need  for  a  framework  to  integrate  management  control 
assessments  with  other  work  performed  by  managers  and  auditors  in  order  to  improve 
effectiveness  and  accountability.   Management  control  activities  are  not  stand-alone  practices, 
but  rather  are  woven  into  the  day-to-day  operational  responsibilities  of  managers.    Our 
management  control  program  focuses  on  a  structure  that  ensures  integrated  efforts, 
accountability  for  results,  and  cost-effective  controls. 

One  of  our  major  system  priorities  is  to  provide  accurate  and  timely  financial 
information  to  program  managers.   We  are  currently  piloting  a  Departmental  Budget 
Subsystem  to  our  DOLAR$  accounting  system.    This  system  will  allow  program  managers  to 
quickly  gauge  their  success  at  meeting  budget  targets  and  greatly  improve  our  capacity  for 
bottom  line  budgeting,  a  major  reinvention  goal. 

The  CFO  organization  has  had  a  number  of  other  specific  accomplishments  in  the  last 
year.   Building  on  the  strength  of  our  financial  management  systems,  and  as  a  direct  result  of 
our  well  placed  investments  in  our  DOLAR$  core  accounting  system,  we  have  been  able  to 
achieve  the  following: 
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•  closed  the  Department's  books  for  FY  1995  with  fewer  employees  and  without 
overtime  for  the  first  time  in  recent  Department  of  Labor  history; 

•  increased  employee  participation  in  Electronic  Fund  Transfers  (EFT)  for  salary 
payments  to  90  percent; 

•  implemented  all  phases  of  the  Federal  Employees  Friendly  Leave  Act  of  1992 
(FEFLA)  on  a  timely  basis; 

•  implemented  the  Capitalized  Assets  Tracking  and  Reporting  System 
(CATARS),  providing  for  managerial  and  accounting  information  on 
Departmental  capitalized  assets  in  compliance  with  accounting  principles  and 
standards; 

•  began  piloting  the  DOLAR$  accounting  system  Travel  Management  subsystem, 
and  a  commercial  end  user  travel  document  preparation  system  to  greatly 
improve  the  efficiency  of  Departmental  travel  document  processing; 

•  expanded  the  pilot  of  the  Automated  Time  and  Attendance  System  in  the 
Department  and  initiated  a  development  project  for  paperless  time  and 
attendance  processing.   The  paperless  system  is  scheduled  for  implementation 
by  the  end  of  the  calendar  year;  and 

•  continued  improvements  in  providing  line  managers  with  financial  management 
information  for  decision  support  with  the  use  of  PC  based  user-friendly 
commercial  software. 

The  Department  is  now  looked  on  by  OMB  and  others  in  the  financial  management 
community  as  an  Agency  to  model.     Our  CFO  organization  is  being  encouraged  to  share  our 
financial  management  expertise  and  the  strengths  of  our  integrated  accounting  and  payroll 
systems. 

In  the  coming  year,  the  CFO  organization  will  pursue  a  variety  of  cross-servicing 
options  to  build  on  these  accomplishments.   We  believe  that  a  number  of  government 
agencies  can  be  well  served  by  our  expertise  and  our  systems  within  the  framework  of 
current  government-wide  cross-servicing  methodologies. 

FY  1996  MANAGEMENT  ISSUES 

Continuing  Resolution  and  Shutdown  Difficulties 

Mr.  Chairman,  I  think  we  can  all  agree  that  the  first  half  of  the  fiscal  year  was 
difficult  for  all  involved,  both  in  the  Congress  as  well  as  in  the  agencies.    As  the  Assistant 
Secretary  for  Administration  and  Management  during  this  period,  I  can  assure  you  that 
managing  the  Department  through  the  uncertain  funding  situation  and  the  shutdowns  earlier 
this  year  was  a  formidable  challenge.   On  the  whole,  I  cannot  imagine  any  more  difficult 
circumstances  under  which  to  manage  an  organization. 
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The  Department  of  Labor  was  effectively  "closed  for  business"  for  29  calendar  days 
during  the  two  shutdowns  -  for  7  days  in  November  and  again,  for  22  days  in  December  and 
January.    During  that  period,  we  furloughed  nearly  14,000,  or  77%,  of  the  Department's 
workforce.    These  furloughed  staff  are  dedicated  to  protecting  and  serving  the  workers  of  this 
country  and  their  families.    The  toll  the  shutdowns  took  on  productivity  and  morale  at  the 
Department  was  tremendous.   When  we  were  not  shut  down,  we  had  to  fulfill  our 
responsibilities  at  greatly  reduced  budget  levels. 

In  practical  terms,  these  constraints  made  work  planning,  especially  in  the  worker 
protection  areas,  extremely  difficult.   To  cope  with  the  low  resource  levels,  travel  was 
greatly  curtailed  hampering  our  ability  to  get  to  the  worksites  where  our  mission-sensitive 
work  is  accomplished.   Equipment  acquisitions  necessary  for  the  accomplishment  of  our  work 
goals  were  not  made.    The  hiring  freeze  we  were  forced  to  impose  left  staffing  vacancies  in 
program  areas  in  ways  we  could  not  predict  or  control.   We  were  also  unable  to  invest  in  our 
own  staff  as  training  was  cancelled,  jeopardizing  the  on-going  high  quality  of  our  services. 

Morale  among  staff  suffered  tremendously  during  this  period.    For  people  who  enjoy 
their  work  and  are  as  dedicated  to  it  as  DOL  employees,  I  am  not  sure  which  was  a  bigger 
blow  to  morale  —  not  being  able  to  come  to  work  during  the  shutdown  or  not  having  the  tools 
necessary  to  perform  their  duties  when  they  were  allowed  to  return.   And  this  is  to  say 
nothing  of  the  hardships  imposed  on  DOL  employees  personally  by  the  interruption  to  their 
pay  caused  by  the  shutdowns. 

I  would  like  to  mention  just  a  few  examples  of  what  happens  when  the  Labor 
Department  is  not  walking  its  beat.    During  the  shutdown,  we  could  not  follow  up  complaints 
regarding  a  Cleveland,  Ohio  worker  alleging  exposure  to  carbon  monoxide  from  kerosene 
heaters;  and  a  worker  in  the  New  York  region  who  was  splashed  with  sulfuric  acid  on  the  job 
and  discovered  that  the  emergency  shower  was  frozen. 

Wage  and  Hour  protections  were  suspended  and  we  had  to  put  on  hold  the  war  we  are 
waging  against  sweatshops  in  this  country.    As  a  result  of  the  shutdown,  11,600  workers  had 
not  received  $6.5  million  in  back  wages  to  which  they  were  legally  entitled.    Nearly  2,000 
employees  were  unable  to  file  complaints  alleging  violations  of  wage  and  hour  laws. 

Our  reduced  capacity  to  plan  and  operate  was  passed  along  to  states  and  localities  in 
such  areas  as  the  Summer  Youth  program.   Summer  youth  allocations  are  normally  issued  by 
the  end  of  January,  but  this  year  funds  were  not  released  until  April  12.   As  a  result,  States 
and  Service  Delivery  Areas  (SDAs)  lost  three  months  of  valuable  time  to  plan,  begin 
recruitment,  eligibility  determination  and  assessment,  as  well  as  to  develop  remediation 
components,  identify  worksites  and  hire  summer  staff.   We  know  that  our  more  successful 
programs  are  those  that  invest  in  substantial  advance  planning. 

Another  area  in  which  States  rely  on  grants  from  the  Department  is  the  Trade 
Adjustment  Assistance  program.    During  the  shutdown,  27  States  ran  out  of  money  to  pay 
these  benefits. 
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In  all  agencies  of  the  Department,  improvements  that  we  have  struggled  to  make  in 
our  customer  service  were  undermined  as  thousands  and  thousands  of  phone  calls  and  letters 
requesting  information  and  services  went  unanswered. 

Now  that  we  have  full-year  funding,  we  are  eager  to  renew  those  activities  which 
were  curtailed  due  to  funding  constraints.   We  will  be  doing  so  strategically,  financing  those 
areas  which  are  most  likely  to  increase  our  productivity  and  improve  our  customer  service. 

Mr.  Chairman,  this  concludes  my  prepared  statement.   I  would  like  to  thank  the  Sub- 
Committee  for  the  opportunity  to  discuss  the  Department's  accomplishments  and  management 
efforts.    We  would  be  happy  to  answer  any  questions  that  you  or  other  members  of  the 
Subcommittee  may  have. 
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Opening  Statement  of  John  Callahan 

Mr.  Porter.  Secretary  Callahan? 

Mr.  Callahan.  Thank  you  very  much,  Chairman  Porter.  It's  a 
pleasure  to  be  here  and  to  report  to  you  from  the  Department  of 
Health  and  Human  Services  on  our  management  changes  and  im- 
provements. 

With  me  today  is  Dennis  Williams,  who  is  Deputy  Assistant  Sec- 
retary for  Budget. 

MANAGEMENT  REFORMS  IN  HHS 

I  would  say,  Chairman  Porter,  that  in  four  areas  we've  made  a 
lot  of  progress  over  the  last  couple  of  years  dealing  with  manage- 
ment. We've,  first  of  all,  streamlined  our  management  structure. 
Secondly,  we  have  decentralized  a  good  deal  of  our  management 
structure  to  our  operating  divisions.  Third,  we've  modernized  our 
management  structure  to  create  more  business-like  entities  within 
the  Department  that  not  only  provide  services  to  our  agencies  and 
operating  divisions,  but  also  cross-service  other  agencies,  as  you 
are  so  interested  in. 

We've  done  that  at  the  same  time  that  we've  maintained  a  strong 
and  steady  commitment  to  sound  financial  management  practices 
through  our  chief  financial  officer  and  deputy  chief  financial  officer, 
and  we've  done  this,  we  think,  especially  over  the  last  couple  of 
years,  within  a  very  lean,  lean  budget. 

Let  me  summarize  some  of  these  things. 

On  the  streamlining  of  management,  the  Department,  as  a 
whole,  as  is  true  with  our  sister  and  brother  departments,  has  re- 
duced our  FTE  in  1994-1995  Department-wide  by  3,300  FTE.  We 
believe  that  by  the  year  2000  we  will  have  reduced,  Department- 
wide,  our  FTE  by  7,000  from  a  base  year  of  1993. 

With  regard  to  Departmental  management  or  central  head- 
quarters management,  when  we  look  at  our  FTE  in  1993 — and  at 
that  time,  of  course,  we  did  have  the  Social  Security  Administra- 
tion in  the  Department — and  we  look  at  our  FTE  in  1997,  it  will 
drop  from  3,782  FTE  in  1993  to  1,548  in  1997. 

Along  the  way  we  have  really  streamlined  our  central  manage- 
ment headquarters,  if  you  will.  We  have,  along  with  the  assistance 
of  the  Congress  and  the  Administration,  consolidated  the  Office  of 
the  Secretary  and  the  Office  of  the  Assistant  Secretary  of  Health. 
We  also  merged  the  operations  of  the  Assistant  Secretary  for  Man- 
agement and  Budget  with  the  Assistant  Secretary  for  Personnel 
Administration  on  October  1,  1995.  The  result  of  both  these  reorga- 
nizations is  a  much  smaller,  we  think  tightly-organized,  focused  Of- 
fice of  the  Secretary. 

At  the  same  time,  in  concordance  with  what  I  think  are  good 
business  practices,  we  have  delegated  to  our  operating  divisions  a 
wide  variety  of  human  resources,  administrative,  and  management 
delegations  of  authority.  We  did  this  in  the  process  of  the  reinvent- 
ing government  effort  that  was  spearheaded  by  the  Vice  President 
of  the  United  States. 

The  Secretary,  for  example — and  I  know  this  is  something  that 
you're  vitally  concerned  about — delegated  directly  to  the  National 
Institutes  of  Health  all  civil  service  personnel  administration  and 
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personnel  management  authorities,  as  well  as  all  authorities  con- 
nected with  the  management  of  the  new  Senior  Biomedical  Re- 
search Service.  This  will  enable  NIH  to  have  tremendous  flexibility 
to  manage  its  research  work  force,  reduce  its  cost,  and  recruit  and 
retain  the  highest  quality  work  force. 

CREATION  OF  PROGRAM  SUPPORT  CENTER 

Along  the  way  we've  also  tried  to  be  innovative,  as  well.  We  have 
created  a  new  operating  division  in  the  Department,  the  Program 
Support  Center.  The  PSC  is  a  fee-for-service  agency  which  will 
offer  its  services  both  to  customers  inside  the  Department,  as  well 
as  to  other  Federal  agencies.  Indeed,  the  Program  Support  Center, 
with  some  of  its  components,  services  12  other  Executive  depart- 
ments, 12  independent  Federal  agencies,  and  even  the  General  Ac- 
counting Office.  It's  a  business-like  structure  for  providing  common 
administrative  services,  and  it's  also  governed  by  a  board  of  direc- 
tors, if  you  will — the  customers  who  receive  these  services.  We  are 
looking  forward  to  its  continued  success. 

CROSS-SERVICING  ARRANGEMENTS 

You  mentioned  in  your  statement  about  the  need  for  cross-servic- 
ing agencies.  We  do  that,  for  example,  through  the  Division  of  Fed- 
eral Occupational  Health,  which  is  part  of  the  Health  Resources 
and  Services  Administration.  This  Division  provides  health  and 
clinical  services  to  over  160  Federal  departments  and  agencies. 
FOH  has  projected  annual  expenditures  and  reimbursements  of 
$100  million  for  1996,  and  has  been  successful  in  retaining  97  per- 
cent of  its  customer  base  in  the  last  four  years.  The  agencies  that 
sign  memoranda  of  agreement  with  FOH  are  very  satisfied  with 
the  services. 

I'm  a  veteran  of  the  Senate.  This  sounds  like  a  vote  is  coming 
up? 

Mr.  Porter.  Yes.  We  probably  have  three  or  four  minutes, 
though. 

Mr.  Callahan.  I'll  try  to  speed  up. 

We  also  have  the  Payment  Management  System  in  the  Depart- 
ment. This  provides  cross-servicing  to  agencies  such  as  NASA, 
USIA,  FEMA,  Labor,  Interior,  Agriculture,  Energy,  and  Transpor- 
tation. They  provide  grant  payments  and  disbursements  to  all 
these  agencies,  and  they  do  it  in  a  very  cost-efficient  basis,  which 
I've  noted  in  my  statement. 

INTERAGENCY  COOPERATION 

We  also  are  creating  more  inter-agency  cooperation  through  Op- 
eration Restore  Trust,  which  will  be  covered  in  more  detail  by  our 
inspector  general.  At  the  same  time,  we're  improving  all  our  pro- 
grams through  strong  financial  management. 

Of  our  financial  systems,  96  percent  are  under  the  Standard 
General  Ledger.  Of  our  grant  payments,  99  percent  are  made 
through  electronic  funds  transfer.  For  example,  the  IHS  now  col- 
lects all  its  payments  electronically  and  is  increasing  the  interest 
earned  to  the  tune  of  $200  thousand  per  month  by  doing  this  in 
a  cost-efficient  manner. 
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We've  also  made  great  strides  in  lowering  the  number  of  unre- 
solved audits,  and  in  the  last  6  months  HHS  agencies  have  re- 
solved audits  worth  approximately  $150  million  in  savings  to  the 
Department. 

We  do  this,  again,  in  the  context  of  a  lean  budget.  I'll  just  sum- 
marize. We  are  asking  in  1997  for  a  Departmental  Management 
budget  of  approximately  $176  million.  This  is  actually  a  reduction 
of  $6  million,  or  3  percent,  from  the  fiscal  year  1996  enacted  level. 

So,  in  sum,  I  think  we're  trying  to  do  a  very  good  job  in  mod- 
ernizing the  management  structures  of  the  Department,  and  doing 
it  within  a  very  tight  budget.  We  will  continue  to  do  that,  as  the 
Secretary  mentioned,  in  the  years  ahead. 

Thank  you. 

Mr.  Porter.  Thank  you,  Dr.  Callahan. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  JOHN  J.  CALLAHAN 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

Good  afternoon,  Mr.  Chairman  and  members  of  the  Subcommittee.  I  am  John  J 
Callahan,  Assistant  Secretary  for  Management  and  Budget  and  Chief  Financial  Officer  of 
the  Department  of  Health  and  Human  Services.  Here  with  me  today  is  Dennis  P. 
Williams,  Deputy  Assistant  Secretary  for  Budget. 

I  am  pleased  to  be  here  today  presenting  to  you  the  fiscal  year  (FY)  1997  budget 
request  for  the  Departmental  Management  accounts  and  to  discuss,  with  my  colleagues 
here  at  the  table,  some  broader  management  topics  of  interest  to  the  Committee. 

STREAMLINING  AND  REINVENTION  IN  HHS 

My  colleagues  and  I  have  had  the  experience  of  living  in  interesting  times  —  to 
paraphrase  an  old  adage  --  in  our  efforts  to  manage  executive  branch  agencies  in  a  ever- 
changing  environment  of  dramatic  organizational  change,  personnel  streamlining, 
reinvention  and  innovation,  and  continuing  budget  reductions  —  not  to  mention  multiple 
continuing  resolutions  and  agency  furloughs. 

In  HHS,  we  have  faced  unique  challenges  over  the  past  year.  However,  I  believe 
that  our  actions  in  dealing  with  those  challenges  reflect  a  record  of  solid  achievements, 
including  a  new  —  and  more  streamlined  —  headquarters  corporate  structure  for  the 
Department    Mr  Chairman,  as  the  Secretary  said  in  her  earlier  testimony,  we're  changing 
the  way  we  do  business  at  HHS  —  not  only  in  Medicare,  Medicaid,  and  welfare,  but 
throughout  the  Department.  We  are  committed  to  strong,  lean,  business-like  management 
procedures  throughout  the  Department. 

As  part  of  the  President's  plan  to  dramatically  shrink  the  size  of  the  federal 
government,  we  reduced  our  staff  by  nearly  3,300  FTE,  a  full  5  percent,  between  FY  1994 
and  FY  1995  alone.  To  meet  the  goals  of  the  President's  plan,  we  have  committed 
ourselves  to  a  seven-year  right-sizing  effort  that  will  reduce  the  Department's  personnel 
by  7,000  FTE  (from  the  FY  1993  level)  by  the  year  2000.  Departmental  Management 
resources,  which  were  significantly  impacted  by  government-wide  streamlining,  Social 
Security  Administration  (SSA)  independence,  and  creation  of  the  Program  Support 
Center,  shrunk  by  59  percent,  from  3,782  FTE  in  FY  1993  to  the  1,548  FTE  included  in 
our  FY  1997  budget  request. 

In  March  1995,  we  successfully  launched  the  Social  Security  Administration  as  an 
independent  agency,  thanks  to  the  careful  planning  of  both  HHS  and  SSA  staff.  Although 
the  negotiations  went  smoothly  —  as  evidenced  by  GAO  reports  on  the  subject  —  the 
residual  impact  on  the  Department  was  substantial.  In  Departmental  Management  (DM), 
we  transferred  25  percent  of  our  total  workforce  to  SSA,  leaving  many  DM  components 
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with  reduced  staffing  levels  to  carry  out  effective  and  efficient  operations.  For  example, 
85  percent  of  our  Regional  Personnel  Offices  and  half  of  the  General  Counsel's  office 
were  transferred  to  SSA. 

At  the  same  time,  we  reassessed  the  management  structure  in  the  Department  and 
determined  that  at  the  headquarters  level  many  of  the  support  services  that  the  Office  of 
the  Assistant  Secretary  for  Health  (OASH)  had  provided  to  the  PHS  agencies  could  be 
reorganized  and  at  least  partially  consolidated  with  the  administrative  services  provided  to 
the  HHS  Operating  Divisions  by  the  Office  of  the  Secretary. 

On  May  1 1,  1995,  Secretary  Shalala  announced  the  results  of  the  Department's 
reevaluation  of  its  structure,  functions,  and  mission  as  part  of  President  Clinton's  historic 
effort  to  create  a  government  that  works  better  and  costs  less.  One  of  the  initiatives 
announced  was  the  elimination  of  an  entire  layer  of  management  by  consolidating  the 
Office  of  the  Secretary  and  the  Office  of  the  Assistant  Secretary  for  Health.  Combining 
these  two  offices  also  allowed  us  to  eliminate  redundant  functions  and  layers  of  review 
and  transfer  many  functions  to  the  Operating  Divisions.  By  bringing  together  these  two 
offices,  we  are  in  a  better  position  to  integrate  health  and  human  services  policy  and 
programs  —  one  of  our  principal  goals. 

ORGANIZATIONAL  CHANGES 

As  a  result  of  this  consolidation,  a  new  Staff  Division  —  the  Office  of  Public  Health 
and  Science  (OPHS)  —  was  created  under  the  Secretary  and  headed  by  the  Assistant 
Secretary  for  Health  (ASH).  This  merger  has  freed  the  Assistant  Secretary  for  Health 
from  day-to-day  management  responsibilities  for  the  Public  Health  Service  in  order  to 
strengthen  this  absolutely  critical  leadership  and  policy  role  in  the  Department's  public 
health  and  science  agenda.  The  ASH  will,  by  necessity,  have  a  "hybrid"  role,  acting  as 
senior  advisor  to  the  Secretary  on  public  health  and  science  and  providing  senior 
professional  leadership  in  the  Department  on  population-based  public  health  and  clinical 
preventive  services.  In  addition,  the  ASH  provides  leadership  on  cross-cutting 
Departmental  public  health  and  science  initiatives,  directs  the  program  offices  within 
OPHS;  and,  at  the  direction  of  the  Secretary,  provides  assistance  in  managing  the 
implementation  of  Secretarial  decisions  for  the  PHS  Operating  Divisions. 

We  also  merged  the  operations  of  the  Assistant  Secretary  for  Management  and 
Budget  with  the  Assistant  Secretary  for  Personnel  Administration  on  October  1,  1995. 
The  final  result  of  both  these  reorganizations  is  a  lean,  tightly  organized  Office  of  the 
Secretary. 

These  important  and  significant  changes  in  the  structure  of  the  corporate 
headquarters  for  the  Department  have  been  accomplished  amidst  significant  personnel 
streamlining  and  unprecedented  budgetary  constraints.  I  am  proud  to  say  that  we  have 
accomplished  these  changes  quickly  and  efficiently,  and,  most  importantly,  without  having 
to  involuntarily  separate  or  furlough  any  HHS  employees. 
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DECENTRALIZATION 

An  important  feature  of  our  efforts  to  redefine  the  HHS  corporate  entity  has  been 
a  planned  effort  to  delegate  administrative  and  program  authorities  to  the  Department's 
Operating  Divisions  to  enable  them  to  operate  without  excessive  —  and  unnecessary  — 
centralized  controls.  The  elimination  of  the  management  layer  represented  by  OASH  was 
a  significant  advance  in  this  area  —  all  of  the  PHS  agencies  now  report  directly  to  the 
Secretary. 

In  March  1996,  the  Secretary  approved  a  comprehensive  array  of  human 
resources,  administrative,  and  management  delegations  of  authority  to  the  HHS  Operating 
Divisions  to  free  the  OPDIVs  from  unnecessary  higher-level  intrusion  into  day-to-day 
operations.  (A  list  of  these  delegations  of  authority  is  attached.) 

The  Secretary,  for  example,  delegated  directly  to  the  National  Institutes  for  Health 
virtually  all  civil  service  personnel  administration  and  personnel  management  authorities, 
as  well  as  authorities  connected  with  management  of  its  share  of  the  Senior  Biomedical 
Research  Service  in  order  to  provide  NIH  with  greater  flexibility  to  manage  its  research 
workforce,  reduce  costs,  and  recruit  and  retain  the  highest  quality  workforce. 

The  Secretary  and  the  NIH  Director  have  also  signed  a  performance  agreement 
committing  to  a  vigorous  and  comprehensive  evaluation  of  the  impact  after  five  years  of 
this  streamlined  personnel  system  on  the  research  environment. 

In  addition,  we  worked  with  NIH  to  identify  options  and  bring  about  Departmental 
consensus  on  financing  construction  of  a  new  Clinical  Research  Center  and  on  re-inventing 
the  Clinical  Center's  management  and  operations. 

MANAGEMENT  IMPROVEMENT  AND  INNOVATION 

We  have  further  improved  our  operations  by  moving  toward  more  competitive, 
market-oriented  organizations.  We've  created  an  innovative  new  Operating  Division  in 
the  Department  —  the  Program  Support  Center  —  whose  sole  purpose  is  to  provide 
administrative  services  on  a  fee-for-service  basis  to  customers  throughout  HHS  and  other 
federal  agencies.  The  PSC  combines  the  administrative  service  activities  formerly  located 
in  the  Office  of  the  Secretary  —  and  funded  under  the  OS  Working  Capital  Fund  ~  with 
activities  formerly  in  OASH,  the  Food  and  Drug  Administration,  the  Health  Resources  and 
Services  Administration,  and  the  Indian  Health  Service  —  formerly  funded  by  the  PHS 
Service  and  Supply  Fund. 

In  addition  to  HHS  offices  and  agencies,  PSC  customers  include  12  other 
executive  departments,  12  independent  federal  agencies,  and  the  General  Accounting 
Office.  This  agency  is  internally  financed;  under  this  arrangement,  fees  and  service  levels 
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will  be  approved  by  a  Board  of  Directors  consisting  of  representatives  of  both  customers 
and  service  providers.  This  customer-driven  Board  will  provide  an  incentive  for 
competitive  pricing  of  quality  services  over  the  long  term..  (A  copy  of  the  PSC  functional 
statement  is  attached.) 

After  a  nationwide  search,  the  Secretary  recently  appointed  Lynnda  Regan  as  the 
first  Director  of  the  PSC.  Ms.  Regan  is  a  highly  respected  executive  from  Westinghouse 
and  brings  to  the  Department  valuable  private  sector  knowledge  and  experience.  With 
Ms.  Regan's  leadership  and  the  management  structure  we  have  created,  the  PSC  is  really  a 
model  built  for  the  future.  It  represents  our  fundamental  commitment  to  business-like 
management  throughout  the  Department. 

CROSS  SERVICING  ARRANGEMENTS 

Along  with  all  of  these  changes  that  are  unique  to  HHS,  we  have  continued  to 
work  toward  implementation  of  government-wide  improvements  through  our  participation 
in  cross-servicing  arrangements  with  other  federal  agencies  and  in  other  interagency 
initiatives. 

The  Department  has  long-term  cross-servicing  arrangements  with  other  federal 
departments  and  agencies  which  represent  the  kinds  of  models  that  the  reinvention  teams 
have  been  pressing  for  government-wide: 

•  In  accordance  with  the  Government  Performance  and  Results  Act,  HHS  submitted  its 
application  to  OMB  for  the  HRSA  Division  of  Federal  Occupational  Health  as  its 
franchise  fund  pilot.  Franchising  is  the  application  of  competition  and  marketing 
principles  to  the  delivery  of  common  administrative  services. 

FOH  is  an  excellent  candidate  for  franchising  because  it  has  been  in  head-to-head 
competition  with  the  private  sector  for  some  time  and  is  a  leader  in  federal  cross- 
servicing  with  interagency  agreements  involving  over  160  federal  departments  and 
agencies  with  projected  annual  expenditures  and  reimbursements  of  $100  million  in 
FY  1996.  FOH  has  been  successful  in  retaining  97  percent  of  its  customer  base  over 
the  most  recent  four-year  period  (1992-1995). 

•  The  Payment  Management  System  (PMS)  is  the  Department's  centralized  grants 
payment  system.  PMS  provides  an  effective  disbursement  mechanism  for  the 
Department's  grant  programs,  and  also  provides  these  services  under  cross  servicing 
arrangements  to  numerous  other  agencies  (NASA,  USIA,  FEMA,  Labor,  Interior, 
Agriculture,  Energy,  and  Transportation).  This  system  assures  more  timely  and 
efficient  cash  management  of  the  funds  disbursed  using  the  latest  payment 
technologies,  including  electronic  funds  transfer  and  automated  bank  clearinghouse 
methods.  PMS  also  substantially  reduces  the  paperwork  burden  on  grant  recipients 
receiving  funds. 
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In  FY  1995,  PMS  made  over  $186  billion  in  grant  payments  to  recipients,  including 
state  governments,  hospitals,  colleges,  universities,  and  other  profit  and  non-profit 
organizations  receiving  grants.  During  this  year,  outstanding  results  were  achieved 
against  the  goals  of  increasing  the  quality  and  efficiency  of  service,  while  expanding 
cross  servicing.     As  compared  to  FY  1994,  PMS  more  than  doubled  the  number  of 
recipients  who  requested  federal  cash  electronically,  utilizing  the  Automated  Clearing 
House  (ACH)  through  the  Federal  Reserve  Bank  in  Richmond.  This  method  allows 
grant  funds  to  be  electronically  deposited  directly  into  tha  recipients  bank  account,  at  a 
transaction  cost  of  $.04  versus  $.30  for  check  transactions.  In  addition  to  cheaper 
transaction  costs,  ACH  payments  contribute  significantly  to  improved  cash 
management,  as  recipients  can  draw  funds  on  an  "as  needed"  basis,  which  decreases 
the  occurrence  of  static  federal  cash  in  the  recipients  hands.  This  system  also  provides 
benefits  to  the  recipient  community  as  ACH  payments  are  faster,  easier,  and  paperless. 
In  FY  1995,  the  PMS  recorded  revenues  of  $9  million  for  its  fee-for-service  activities. 

•     The  Supply  Service  Center  at  Perry  Point,  Maryland,  operates  a  full  service  medical 
supply  depot  whose  activities  include  the  purchase,  receipt,  storage,  packing, 
distribution,  shipping  and  inventory  control  of  drugs,  chemicals,  medical  and  hospital 
supplies,  and  special  program  needs.  The  depot  provides  support  to  over  1,700 
customers  worldwide  and  is  an  economical  source  of  supply  for  all  federal  customers. 

INTERAGENCY  COOPERATION 

We  are  equally  proud  of  several  new  intergovernmental  initiatives  launched  in  the 
past  year  which  will  leverage  government-wide  resources  to  achieve  important  national 
objectives. 

Earlier  this  week,  the  Secretary  marked  the  first-year  anniversary  of  HHS'  anti- 
fraud  and  abuse  initiative,  Operation  Restore  Trust,  announcing  that  new  approaches  in 
the  pilot  program  have  already  identified  $42.3  million  in  fines,  restitutions,  settlements, 
and  recovery  of  overpayments.  This  represents  a  return  of  nearly  $10  in  recoveries  for 
every  $1  spent  on  the  project.  ORT  is  a  two-year  effort  to  combat  health  care  fraud, 
waste,  and  abuse  in  the  five  states  with  the  highest  Medicare  expenditures. 

In  Operation  Restore  Trust,  HHS  designated  an  interdisciplinary  project  team  of 
federal  and  state  government  representatives  to  target  Medicare  abuse  and  misuse  in 
California,  Florida,  New  York,  Texas,  and  Illinois.  These  states  account  for  38.5  percent 
of  Medicaid  beneficiaries  and  34  percent  of  Medicare  beneficiaries.  The  team  is  focusing 
on  home  health  care,  nursing  home  care,  and  medical  equipment  and  supplies  --  three  of 
the  fastest  growing  areas  in  Medicare. 

Three  agencies  within  HHS  —  the  Office  of  Inspector  General,  the  Health  Care 
Financing  Administration,  and  the  Administration  on  Aging  ~  are  involved  in  ORT,  as  is 
the  Department  of  Justice    As  HHS  Inspector  General  June  Gibbs  Brown  has  said: 
"Operation  Restore  Trust  is  proving  what  it  was  meant  to  prove:  that  a  new  focus  on 
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fraud  and  abuse,  and  new  cooperative  approaches,  can  help  us  to  better  protect  federal 
Medicare  and  Medicaid  dollars." 

In  FY  1997,  we  are  seeking  permanent  legislation  to  expand  Operation  Restore 
Trust  to  include  all  states  and  all  services  covered  by  Medicare.  We  will  continue  to  work 
with  State  Medicaid  Fraud  Control  Units  and  law  enforcement  agencies  to  ensure  that 
claims  are  properly  paid  in  both  Medicare  and  Medicaid.  To  achieve  our  objectives,  two 
new  HHS  programs,  along  with  new  initiatives  in  the  Department  of  Justice,  designed 
specifically  to  fight  health  care  fraud  and  abuse  are  proposed:  the  Medicare  Anti-Fraud 
and  Abuse  Program  (MAAP)  in  the  Office  of  Inspector  General  and  the  Medicare  Benefit 
Integrity  System  (MBIS)  in  the  Health  Care  Financing  Administration.  These  new 
mandatory  programs  will  provide  secure  and  dependable  funding  for  anti-fraud  and  abuse 
efforts. 

Another  important  interagency  initiative  is  the  National  Disaster  Medical  System 
(NDMS)  administered  by  the  HHS  Office  of  Emergency  Preparedness  —  an  activity 
funded  through  the  Departmental  Management  account.  The  NDMS  is  a  cooperative 
asset-sharing  partnership  among  HHS,  the  Department  of  Defense,  the  Department  of 
Veterans  Affairs,  the  Federal  Emergency  Management  Agency,  state  and  local 
governments,  and  the  private  sector.  NDMS  includes  deployable  medical  response 
capability  to  the  disaster  site  or  receiving  location,  a  medical  evacuation  system,  and  more 
than  1 10,000  pre-committed  non-federal  acute  care  hospital  beds  in  more  than  1,800 
hospitals  throughout  the  country.  NDMS  does  not  replace  state  and  local  disaster 
planning  efforts;  rather  it  is  prepared  to  supplement  and  assist  when  state  and  local 
medical  resources  are  overwhelmed  and  federal  assistance  is  required. 

In  short,  the  Department  remains  committed  to  intra-agency  and  interagency 
cooperation  in  providing  cost-effective  services. 

COMMITMENT  TO  STRONG  FINANCIAL  MANAGEMENT 

The  implementation  of  the  Chief  Financial  Officers  (CFO)  Act  has  significantly 
strengthened  the  Department's  financial  management.  Under  the  CFO  5-Year  Plan,  HHS 
has  continued  to  make  great  strides  in  this  area: 

•  Our  emphasis  on  compatible  financial  systems  should  facilitate  the  preparation  of 
Department-wide  financial  statements.  For  example,  96%  of  our  financial  systems 
have  implemented  the  government-wide  Standard  General  Ledger  and  96%  of  our 
core  accounting  systems  meet  the  government-wide  functional  requirements. 

•  We  have  made  significant  progress  in  implementing  Electronic  Funds  Transfer  (EFT) 
in  lieu  of  paper  checks  as  a  more  efficient  means  of  disbursing  federal  funds.  Currently 
over  99%  of  our  grant  payments  and  about  90%  of  our  salary  payments  are  made  via 
EFT 
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•  HHS  continues  to  meet  the  legislative  requirements  of  the  Federal  Acquisition 
Streamlining  Act,  as  well  as  the  electronic  commerce  goals  set  forth  by  this 
Administration.  Previously,  HHS  met  the  initial  legislative  and  Presidential  goals  when 
it  established  the  necessary  computer  infrastructure  within  the  Department  to  carry  out 
electronic  commerce  with  the  business  community  and  when  it  became  one  of  the  first 
Federal  agencies  to  transmit  a  procurement  request  over  the  government-wide 
computer  network.  Additional  accomplishments  in  implementing  electronic  commerce 
include: 

♦  The  implementation  of  electronic  commerce  procurement  capabilities  in  six  of 
our  major  components  --  FDA,  N1H,  OS,  HCFA,  PSC  and  CDC. 

♦  CDC  has  fully  automated  its  processes  for  buying  vaccines  for  use  by  the 
states  under  the  Vaccine  For  Children  program.  The  states  request  vaccine 
from  CDC,  CDC  places  orders  with  the  vendors  (about  $24  million  worth 
monthly),  the  vendors  submit  invoices  to  CDC  and  CDC  pays  the  vendors  all 
electronically  with  minimal  manual  intervention. 

♦  IHS  is  collecting  payments  electronically,  which  has  cut  the  processing  time 
from  45  to  14  days,  thus  increasing  the  interest  earned  by  $200,000  per  month. 

•  HHS  is  also  actively  pursuing  the  implementation  of  modern  technology  and  new 
business  procedures  to  improve  and  streamline  our  administrative  processes.  For 
example: 

♦  We  have  implemented  a  Travel  Management  System  which  fully  automates  the 
travel  functions  by  eliminating  the  use  of  paper  travel  orders  and  vouchers  and 
reimburses  the  traveler  via  direct  deposit.  We  have  also  significantly  reduced 
the  need  for  cash  advances  by  taking  advantage  of  the  travel  credit  card. 

♦  HHS  has  also  implemented  alternative  payment  procedures  which  rely  on 
statistical  sampling  to  provide  a  more  efficient  vendor  payment  process  and  to 
reduce  Prompt  Payment  interest  penalties. 

Under  the  Government  Performance  and  Results  Act  (GPRA),  HHS  continues  to 
prepare  for  the  full  implementation  of  the  Act  by  1998  by: 

•  Participating  in  a  number  of  ongoing  pilots  with  OMB,  including  the  Office  of  Child 
Support  Enforcement  and  the  Food  and  Drug  Administration's  Prescription  Drug  User 
Fee  Program. 

•  Creating  a  cross-cutting  HHS  roundtable  involving  finance,  budget  planning  and 
programs  to  address  GPRA  implementation.  The  roundtable  is  using  this  approach  to 
integrate  budget,  financial  and  program  performance  information  for  more  results- 
oriented  management  decision-making. 
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•     Co-chairing  the  government-wide  Research  Roundtable  of  over  20  federal  agencies  to 
identify  performance  measurement  issues  and  approaches  for  research  programs. 

As  a  member  of  OMB's  Federal  Credit  Policy  Working  Group,  we  are  deeply 
involved  with  working  with  other  agencies  —  including  Education,  Housing  and  Urban 
Development,  Veterans  Affairs,  Small  Business  Administration,  and  others  —  to  not  only 
recover  monies  owed  the  government,  but  also  to  analyze  our  current  credit  collection 
efforts  and  jointly  design  effective  credit  management  program  performance  measures  in 
coordination  with  GPRA. 

At  the  end  of  this  month,  HHS  will  report  to  the  Congress  on  its  efforts  to  follow 
up  on  the  recommendations  of  the  HHS  Inspector  General.  I  can  report  now  that  the 
Department  continues  to  emphasize  timely  resolution  of  audits  which  identify  money  owed 
to  the  Department.  HHS  continues  to  reduce  its  inventory  of  unresolved  audits  that 
require  financial  restitution  to  the  government.  Three  years  ago,  at  the  end  of  March 
1993,  HHS  had  an  inventory  of  506  unresolved  audits  where  the  collection  of  funds  was 
required,  and  274  of  those  were  audits  over  one  year  old.  In  the  last  three  years,  HHS 
has  gradually  reduced  this  ongoing  inventory  of  unresolved  audits.  In  March  1996,  the 
inventory  has  been  reduced  to  306,  representing  a  reduction  of  40  percent.  Only  159  of 
those  are  over  one  year  old,  also  a  40  percent  reduction.  The  funds  associated  with  this 
activity  are  important  to  this  Department;  in  the  last  six  months,  HHS  agencies  have 
resolved  audits  worth  approximately  $150  million  in  savings  to  the  Department. 

FY  1997  DEPARTMENTAL  MANAGEMENT  BUDGET  REQUEST 

Let  me  briefly  discuss  the  unique  and  important  role  that  the  Departmental 
Management  budget  performs  in  the  Department.  DM  is  a  consolidated  display  of  budget 
accounts  that  includes  all  activities  funded  under  three  separate  appropriations:  General 
Departmental  Management,  Office  for  Civil  Rights,  and  Policy  Research. 

The  DM  components  directly  administer  programs  providing  legal  services, 
appellate  reviews  and  adjudication,  and  civil  rights  enforcement  efforts  in  support  of  all 
HHS  Operating  Divisions  (through  the  Office  of  General  Counsel,  Department  Appeals 
Board,  and  Office  for  Civil  Rights)  and  assist  the  Secretary  in  providing  executive 
leadership  over  the  organizations,  programs,  and  activities  of  the  Department.  In  addition, 
the  new  Office  of  Public  Health  and  Science  advises  the  Secretary  on  public  health  and 
science  issues,  provides  senior  professional  leadership  in  the  Department  on  population- 
based  public  health  and  clinical  preventive  services;  provides  leadership  on  cross-cutting 
Departmental  public  health  and  science  initiatives;  directs  the  program  offices  within 
OPHS,  and,  at  the  direction  of  the  Secretary,  provides  assistance  in  managing  the 
implementation  of  Secretarial  decisions  for  the  PHS  Operating  Divisions. 

The  FY  1997  budget  request  for  Departmental  Management  includes  $176  million 
in  appropriated  funds  and  1,548  FTE.  This  request  includes  $5  million  to  support  the 
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Department's  responsibilities  as  lead  Federal  agency  under  the  Federal  Response  Plan  for 
managing  the  government's  response  to  the  health  and  medical  consequences  of  a  major 
terrorist  event.    In  view  of  Congressional  action  on  our  FY  1996  appropriation  —  in 
which  the  Congress  increased  funding  for  several  OPHS  program  offices  and  established 
additional  funding  for  anti-terrorism  activities  under  the  Public  Health  and  Social  Services 
Emergency  Fund  to  be  carried  out  under  this  account  --  this  request  is  a  reduction  of 
$6  million,  or  3  percent,  from  the  FY  1996  enacted  level. 

Mr.  Chairman,  the  Secretary  will  continue  with  her  efforts  to  promote  sound  fiscal 
management  throughout  the  Department.  I  want  to  thank  this  Subcommittee  for 
providing  us  the  flexibility  contained  in  the  FY  1996  appropriations  bill,  and  the  Secretary 
intends  to  exercise  that  flexibility  with  due  diligence.  In  summary,  I  believe  that  the  FY 
1997  budget  request  for  Departmental  Management  will  provide  sufficient  funds  to 
operate  effectively  and  efficiently.  Thank  you  again,  Mr.  Chairman,  for  the  opportunity 
to  present  our  budget  to  the  Subcommittee.  I  will  be  happy  to  answer  any  questions  that 
you  may  have  about  this  request  or  other  management  topics  of  interest  to  the  Committee. 
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FTE  REDUCTIONS 


Mr.  Porter.  Let  me  thank  each  one  of  you.  We're  going  to  stand 
in  recess  for  about  15  minutes,  and  then  we'll  resume  with  ques- 
tions. 

[Recess.] 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Secretary  Kunin,  I  have  a  couple  of  factual  questions.  How  many 
FTEs  will  be  saved  or  have  been  saved  when  the  64  small  pro- 
grams that  you  alluded  to  have  been  eliminated? 

Ms.  Kunin.  Seventy-eight. 

Mr.  Porter.  Okay.  And,  Secretary  Metzler,  you  said  that  there 
had  been  a  30  percent  reduction  in  FTEs  since  1980,  I  believe  you 
said.  How  much  of  that  has  occurred  since  1993? 

Ms.  Metzler.  Since  1993,  we've  gone  down  about  1,780  FTE. 

Mr.  Porter.  And  what  percentage  would  that  be? 

Ms.  Metzler.  That  would  be  a  decline  of  11  percent  of  the  total. 

Mr.  PORTER.  Okay.  And,  Secretary  Callahan,  you  talked  about 
the  reduction  in  FTE  by  total  number,  but  I  think  you  didn't  take 
out  the  transfer  of  Social  Security  to  an  independent  status.  Can 
you  take  out  Social  Security  and  give  me  the  numbers  without  So- 
cial Security? 

Mr.  Callahan.  That  does  not  count. 

Mr.  Porter.  It  does  not  count? 

Mr.  Callahan.  No. 

Mr.  Porter.  Apples  to  apples.  And  the  7,000  that  you  describe 
from  1993,  would  that  include  it  or  not  include  it? 

Mr.  Callahan.  No.  That  would  not  include  it.  It  would  be,  again, 
apples  to  apples. 

Mr.  PORTER.  So  it's  in  none  of  your  figures? 

Mr.  Callahan.  Yes.  Right. 

BIANNUAL  APPROPRIATIONS 

Mr.  Porter.  Okay.  All  right.  Now,  I  realize  that  none  of  you  are 
here  to  testify  on  policy,  but  I  want  to  ask  a  policy  question.  What 
about  two-year  cycles  for  appropriations?  Are  there  any  thoughts 
on  that?  Because  actually,  in  terms  of  what  you  might  have  to  do 
here  and  what  kind  of  notice  you  would  have  on  the  funds  you  have 
to  expend  and  your  ability  to  do  planning,  if  we  were  to  go  to  a 
two-year  cycle  it  seems  to  me  that  would  affect  your  management 
quite  profoundly,  actually.  Do  you  have  any  thoughts? 

Ms.  KUNIN.  Mr.  Chairman,  we  haven't  discussed  this  as  a  ques- 
tion of  policy,  so  I'm  just  responding  intuitively  at  this  point,  but 
I  think  the  advantage  would  be  more  sense  of  planning  for  the  fu- 
ture. The  disadvantage  is  that  things  change  very  rapidly  in  terms 
of  the  economy  and  new  needs  arising,  but  it  certainly  makes  a  lot 
of  sense  to  give  it  serious  consideration. 

Ms.  Metzler.  I  would  agree  with  that  answer.  I  think  it  makes 
a  lot  of  sense. 

Mr.  Callahan.  As  a  personal  observation,  I  used  to  serve  on  the 
staff  of  the  Senate  Budget  Committee,  and  there  was  a  great  deal 
of  interest  in  two-year  budgeting  for  precisely  the  reasons  that  you 
mentioned,  Chairman  Porter,  so  I  think  it's  certainly  something 
that  should  be  explored. 
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FUNCTIONAL  BUDGETING 


Mr.  Porter.  All  right.  Thank  you  all  very  much  for  that. 

In  the  last  18  months  there  have  been  numerous  studies  indicat- 
ing that  multiple  programs  often  fund  the  same  activity  or  facets 
of  the  same  activity.  The  studies  indicate  that  there  are  170  train- 
ing programs;  GAO  found  80  teacher  training  programs,  and  GAO 
determined  that  there  are  approximately  50  substance  abuse  pro- 
grams that  spend  $4.4  billion. 

In  each  case,  these  activities  are  spread  out  across  many  depart- 
ments. In  formulating  a  budget,  it  is,  of  course,  critical  to  know 
how  a  single  component  program  fits  within  a  broader  funding 
scheme. 

Do  you  keep  track  of  total  funding  for  activities,  such  as  services 
for  disabled  children  or  funding  for  higher  education,  job  training, 
substance  abuse  services,  within  your  departments,  within  the  Fed- 
eral Government,  as  a  whole? 

How  does  each  of  your  departments  employ  this  data  in  budget 
formulation? 

Ms.  Kunin.  We  don't  have  a  formal  process  to  do  that,  but  we 
do  have  some  vehicles  to  communicate;  like  with  HHS  we  have  a 
standing  committee  on  children  and  health  issues  where  we  meet, 
and  I  would  suggest  that  probably  there  are  two  areas  where  we've 
had  the  most  cooperation.  One  is  in  the  development  of  the  new 
CAREERS  bill,  which  is  designed  precisely  to  deal  with  a  lot  of 
that  duplication.  It's  now  in  conference.  And  the  other  is  our  co- 
operation with  Labor  in  School-to-Work,  where  we  are  really  acting 
almost  like  one  Department,  converging  the  staffs  and  the  funds 
and  working  very,  very  cooperatively  and  avoiding  duplication. 

But  we  haven't — Tom,  do  you  have,  to  your  knowledge,  any  sense 
that  we've  looked  at  the  total  budget  in  these  areas? 

Mr.  Skelly.  We  don't  look  at  the  total  budget,  Mr.  Chairman. 
We  might  look  at  an  issue  like — a  program  like  Supplemental  Se- 
curity Income  when  we're  looking  at  our  programs  for  preschool 
children  and  special  education.  We  look  at  programs,  other  kinds 
of  loan  programs,  when  we're  analyzing  our  student  aid  programs 
to  see  what  kind  of  rates  of  default  they  have  or  interest  rates  or 
other  factors  like  that. 

Mr.  Callahan.  Two  items  here,  Chairman  Porter.  This  year  in 
the  1997  budget  process  the  Department  did  take  a  look  at  all  its 
programs  that  serve  children  and  tried  to  formulate  an  idea  of  the 
various  funding  flows  and  impacts  on  children  within  our  overall 
budget. 

Also,  the  Secretary  has  formed  a  Managed  Care  Council  within 
the  Department  to  look  across  all  our  agencies  and  to  understand 
what  sort  of  activities  they  are  conducting  in  the  area  of  managed 
care,  which  is  a  growing  phenomenon  in  the  health  care  field. 

So  we're  trying  to  get  a  better  feel  for  how  the  different  parts  of 
our  Department  do  affect  the  common  goal,  if  you  will. 

Mr.  Porter.  Secretary  Metzler? 

Ms.  Metzler.  As  was  already  mentioned,  we  do,  as  we're  devel- 
oping our  budget,  work  closely  with  the  Department  of  Education. 
I  think  the  same  examples  apply — the  school-to-work  program,  the 
GI  Bill  of  Rights  and  the  CAREERS  bill. 
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The  Education  Department  and  Labor  Department  would  serve 
different  segments  of  society,  but  we  do  try  to  do  that. 

DUPLICATION  OF  PROGRAMS 

Mr.  Porter.  I  would  say  to  each  of  you  that,  especially  with  the 
kind  of  major  deficit  reduction  responsibilities  we  had  in  the  last 
year,  fiscal  year  1996,  that  we,  ourselves,  are  looking  for  duplica- 
tion of  programs  and  trying  to  figure  out  where  the  money  can  be 
better  spent  to  get  results  and  where  we  can  eliminate  or  cut  pro- 
grams that  may  be  duplicative  of  other  programs.  It  would  help  us 
a  great  deal  if  all  of  you  were  working  together  at  a  macro  level 
to  give  us  some  guidance  along  those  lines  as  to  where  you  see  du- 
plication and  where  you  see  overlap  in  the  programs  that  each  of 
you  administer,  because  clearly  there  is  overlap  and  duplication, 
and  we  really  need  to  address  that  together. 

I  would  encourage  that. 

Ms.  Metzler.  Mr.  Chairman,  I  might  add  that  one  of  the  propos- 
als we  do  have  in  our  1997  budget,  following  along  those  lines, 
would  transfer  the  Older  Americans  program  from  the  Department 
of  Labor  to  the  Department  of  Health  and  Human  Services,  be- 
cause it  was  much  more  logically  housed  at  HHS  as  opposed  to  in 
the  Labor  Department.  That  is  part  of  our  budget  request. 

GPRA 

Mr.  Porter.  I  have  to  say  that  it's  Congress'  fault  that  you  have 
all  these  multiple  programs  to  administer — past  Congresses,  I 
might  add.  But  somehow  we  have  to,  at  some  point  in  time,  try  to 
sort  it  all  out — this  is  the  point  in  time  in  which  we  are  doing  it — 
and  make  more  sense  of  it  and  make  it  work  better,  make  the 
money  spent  better.  So  your  help  in  all  of  that  is  important.  That's 
one  of  the  reasons  we  wanted  to  have  this  kind  of  cross-cutting 
hearing. 

Under  the  Government  Performance  and  Results  Act,  each  of 
your  Departments,  as  well  as  other  Cabinet  agencies,  are  required 
to  develop  performance  measures.  Recent  studies  have  indicated 
that  there  are  many  programs  that  serve  the  same  population. 
HHS,  the  VA,  and  DOD  all  run  hospitals.  HHS  in  HeadStart  and 
Education  in  Special  Education  provide  services  to  disabled  pre- 
school students.  Labor,  HHS,  Education,  the  VA,  and  others  pro- 
vide job-related  training.  There  are  many  other  examples. 

Maybe  we  just  asked  this.  Are  there  any  institutional  mecha- 
nisms that  assure  agencies  will  develop  compatible  measures  of 
performance  so  that  program  effectiveness  can  be  compared  across 
agencies?  We  didn't  ask  that. 

Mr.  Callahan.  I  would  say,  in  this  regard,  Chairman  Porter,  we, 
like  the  other  Departments,  are  deeply  involved  in  this  Govern- 
ment Performance  and  Results  Act  process.  We  will  have  pilot 
projects  in  the  1998  budget  submission,  and  we  will  certainly  make 
every  effort  to  share  the  results  of  our  performance  measures  with 
our  various  sister  departments. 
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COMMON  PERFORMANCE  STANDARDS 

Mr.  Porter.  But  that  isn't  quite  what  I'm  asking.  I'm  asking:  is 
there  an  effort  to  set  the  same  performance  standards  across  De- 
partments so  that  if  we  look  at  a  job  training  program  in  Labor 
and  we  look  at  another  one  in  your  Department  or  in  Education  we 
can  see  which  one  is  working  as  well  or  better  than  the  other? 

Mr.  Callahan.  Well,  for  example,  if  I  might,  if  you  take  the  area 
of  HeadStart,  which  we  have,  and  a  number  of  Education  pro- 
grams. There  is  some  commonality  between  those  programs  but  not 
total  commonality,  so  in  the  HeadStart  area  we  might  have  some 
performance  measures  which  will  be  common,  but  some  which  will 
not,  because  HeadStart  does  have  certain  characteristics  which 
other  Education  programs  do  not. 

So  I  think,  in  that  regard,  if  we  haven't  done  that,  we  will 

Mr.  Porter.  Do  you  see  a  need  for  this?  Is  this  an  idea  that 
wouldn't  work  because  there  are  too  many  differences  among  pro- 
grams? 

Mr.  Callahan.  I  think  that's  something  that  should  be  explored, 
Chairman  Porter. 

Ms.  Kunin.  Mr.  Chairman,  my  understanding  is  that  in  January 
1998,  OMB  will  submit  the  Federal  Government  performance  plan 
to  Congress,  and  hopefully  that  will  show,  if  it  has  the  performance 
standards  that  we  anticipate  it  should  have,  that  will  show  some 
of  those  areas. 

I  think  it's  worth  doing.  All  I  know  is  that  it  is  not  easy  to  do, 
because  even  if  something  logically  doesn't  belong  in  one  place  or 
another,  there  is  a  constituency  that  is  built  up  for  that,  but  that 
doesn't  mean  that  one  should  not  look  at  it  for  savings  or  for  dupli- 
cation. 

In  some  instances,  it  may  serve  different  constituencies,  even 
with  a  similar  purpose,  but  we  certainly  would  be  pleased  to  follow 
through  on  your  recommendation  to  look  at  performance  measures 
across  departmental  lines. 

Mr.  Callahan.  Could  I  interject  for  just  a  second? 

GPRA 

Mr.  Porter.  Yes.  Go  ahead. 

Mr.  Callahan.  I'm  informed  that  the  NIH,  which  is  our  lead 
sponsor,  along  with  USDA,  co-sponsors  the  monthly  Research 
Roundtable  where  we  look  at  unique  aspects  of  performance  meas- 
ures for  research  programs,  and  this  is  all  across  the  whole  Gov- 
ernment. There  are  169  people  representing  42  agencies  in  that  ef- 
fort. 

Mr.  Porter.  And  this  is  all  kinds  of  research? 

Mr.  Callahan.  Yes.  So  I  think  there  is  an  effort,  in  some  cases, 
to  go  towards  the  goal  that  you  are  concerned  about. 

GRANTS  MANAGEMENT  COSTS 

Mr.  Porter.  We  might  be  able  to  do  the  same  thing.  The  CA- 
REERS legislation  isn't  passed  yet,  but  on  job  training  programs, 
for  example,  to  see  whether  we  can't  evaluate  them  across  Depart- 
ments and  see  where  the  best  results  are  obtained.  I  think  it's  a 
worthwhile  effort. 
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There  are  many  similarities  in  functions  carried  out  by  your 
three  Departments,  as  I  mentioned  in  my  opening  statement. 
You're  all  involved  in  transferring  funds  with  programmatic  speci- 
fications attached  to  other  units  of  Government  or  to  nonprofit  and 
occasionally  for-profit  entities.  Have  you  done  studies  to  determine 
the  cost  of  issuing  grants,  of  disbursing  funds  in  similar  adminis- 
trative activities?  And  are  there  significant  differences  in  cost?  And 
why  do  they  exist? 

Mr.  Callahan.  Chairman  Porter,  if  I  may,  the  Department  of 
Health  and  Human  Services,  through  its  Payment  Management 
System,  actually  does  provide  the  payment  services  for  over  $186 
billion  of  grants,  not  just  in  HHS  but  in  the  Department  of  Edu- 
cation and  the  Department  of  Labor,  after  they  disburse  these 
grant  funds.  They  have  increased  the  automation  of  these  things 
to  save — for  example,  going  from  paper  transmission  to  electronic 
transmission  saves  somewhere  in  the  order  of  $0.25  per  trans- 
action. So  we,  in  essence,  already  do  that  aspect  of  grants. 

Mr.  PORTER.  This  is  the  accounting  or  disbursing  aspect? 

Mr.  Callahan.  The  disbursing  aspect. 

Mr.  Porter.  Okay. 

Mr.  Callahan.  So  there  are  some  areas  where  cross-servicing  al- 
ready does  occur. 

Mr.  Porter.  And  does  it  go  beyond  the  disbursing  aspect  as  far 
as  inter-department  standards  of  cooperation? 

Mr.  Callahan.  We  also  do  the  cost  allocation  work  under  OMB 
Circular  A-87.  We're  the  cognizant  agency  for  a  variety  of  Federal 
agencies — virtually  all  Federal  agencies:  (1)  as  the  cognizant  audit 
agency;  (2)  in  indirect  cost  negotiations;  and  (3)  in  resolving  cross- 
cutting  audits.  We  can  supply  more  of  that  information  for  the 
record. 

Mr.  Porter.  Okay.  That  answers  my  question. 

departmental  reports  and  reviews 

All  large  institutions  must  have  a  regularized  process  to  measure 
and  report  to  top  management  on  a  day-to-day,  week-to-week,  and 
month-to-month  basis  the  progress  the  institution  and  its  compo- 
nents are  making  toward  meeting  their  missions.  Can  you  describe 
to  the  subcommittee  the  mechanisms  within  your  departments  to 
assure  that  top  management,  including  the  Secretary,  have  current 
information  on  the  progress  being  made  to  implement  your  mis- 
sions? 

Budget  execution,  progress  in  resolving  identified  material  weak- 
nesses, and  resolving  findings  by  the  inspector  generals  are  three 
critical  management  activities.  What  regular  reports  are  provided 
to  the  Secretary  on  these  matters,  and  what  is  the  role  of  your  of- 
fices in  this  reporting  regimen? 

Ms.  Metzler.  Mr.  Chairman,  as  I  mentioned  in  my  opening 
statement,  the  Department  has  used  a  performance  agreement  sys- 
tem for  both  setting  standards  and  tracking  results,  and  on  a  quar- 
terly basis  we  track  the  accomplishments  for  the  achievement  of 
the  performance  agreements,  and  those  are  reported  to  the  Sec- 
retary. 
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And  on  a  quarterly  basis  we  conduct  financial  reviews.  The  chief 
financial  officer  conducts  financial  reviews  with  each  agency  in  the 
Department  concerning  those  matters. 

Mr.  Porter.  Secretary  Kunin? 

Ms.  Kunin.  Mr.  Chairman,  if  I  may  just  add  a  footnote  to  your 
prior  question,  we  do  have  a  cooperative  arrangement  with  HHS 
where  they  actually  disburse  our  grants,  and  we  also  have  our  pay- 
roll handled  by  Interior  Department,  so  we  do,  as  a  small  Depart- 
ment, use  the  capability  of  other  larger  Departments. 

On  this  question,  we  don't  generate  a  lot  of  internal  reports,  but 
we  do  use  the  Strategic  Plan  and  its  update  as  kind  of  the  bench- 
mark as  to  where  we  are,  and  then  the  management  structure  of 
the  Management  Council  and  regular  staff  meetings. 

And  we're  also  in  the  process  of  implementing  a  more  sensible, 
usable  financial  management  system  that  will  take  all  the  separate 
stovepipe  computerized  systems  and  put  them  into  one  so  we  will 
know  exactly  where  we  are  in  terms  of  spending,  both  for  our  inter- 
nal use  and  to  provide  information  for  you  and  for  others.  It's 
called  EDCAPS,  in  case  you  ever  hear  of  it  again. 

Mr.  Callahan.  Chairman  Porter,  the  Deputy  Secretary  in  the 
Department,  a  position  which  is  now  vacant,  holds  periodic  meet- 
ings with  all  the  senior  officials  in  the  Department  and  consoli- 
dates management  information  for  the  Secretary.  Even  though  that 
post  is  now  vacant,  it  has  fallen  to  myself  and  the  Chief  of  Staff 
to  continue  those  meetings  and  provide  that  information  to  the  Sec- 
retary on  a  periodic  basis. 

CHIEF  FINANCIAL  OFFICER 

Mr.  Porter.  Could  each  of  you  describe  the  functions  of  the 
Chief  Financial  Officer  and  how  this  office  should  relate  to  this 
subcommittee? 

Ms.  Metzler.  Since  I  have  the  Chief  Financial  Officer  for  the 
Labor  Department  with  me,  I'd  like  to  have  him  answer  that. 

Mr.  Gonzales.  Hello,  Mr.  Chairman. 

Mr.  Porter.  Mr.  Gonzales. 

Mr.  Gonzales.  I'm  somewhat  new  at  the  job,  but  I've  had  a 
chance  to  come  from  private  industry  and  give  a  comparison  to 
what  I  have  seen  in  this  organization. 

Essentially  our  business  is  financial  integrity  information,  and 
what  I  zero  in  on  primarily  is  our  accounting  system,  our  core  ac- 
counting system,  to  ensure  that  there  is  coverage  and  we're  receiv- 
ing all  of  the  information  in  an  accurate  and  timely  fashion  so  that 
we  can  gather  it,  marshal  it,  categorize  it,  maintain  it,  and  then 
deliver  it  and  report  it  to  the  different  entities. 

To  date,  most  of  the  work  has  been  done  in  reporting  up  to  the 
President  and  to  the  Congress  through  financial  statements. 

The  issue  has  been  one  of  relating  it  to  operational  information 
so  that  we  can  essentially  have  people  using  the  same  information 
from  an  operational  standpoint,  and  thereby  assuring  the  accuracy 
of  it.  If  they're  using  it  for  daily  information,  then  you  can  rest  as- 
sured that  you  can  make  funding  decisions  based  on  it. 

Right  now  the  Chief  Financial  Officer  has  a  little  bit  different 
role,  I  think,  and  is  growing  into  a  different  role  than  what  we've 
had  in  the  past.  We've  been  comptrollers,  but  we  need  to  work  into 
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the  area  of  being  the  chief  financial  advisor  to  the  leadership  team, 
including  the  Secretary.  That  goes  into  the  issue  of  the  policy,  and 
as  we  start  to  implement  GPRA,  my  sense  is  that  we  will  take  on 
that  additional  responsibility,  particularly  as  we  start  to  marry  the 
financial  information  with  the  performance  information  so  that  we 
can  demonstrate  performance  and  value-added. 

As  far  as  the  relationship  to  the  Congress,  I  think  where  we  can 
best  be  of  assistance  is  on  the  front  end,  from  the  standpoint  of  the 
planning.  These  techniques  that  we  are  getting  into  to  help  advise 
you  as  far  as  your  cost/benefit  analysis  and  performance  is  a  cause 
and  effect  kind  of  experience. 

I  don't  think  that  there  are  really  any  answers  in  this  area — at 
least  there  weren't  any  in  private  industry  that  I  saw.  It's  more  a 
matter  of  art.  It's  a  matter  of  trying  things,  developing  indicators 
that  make  sense  and  are  probative  of  the  result  that  you're  looking 
for,  and  then,  based  upon  that,  improving  your  investments  and 
your  decisions  on  your  systems. 

I  think  that  the  best  way  to  use  Chief  Financial  Officers  is  in  the 
planning  and  in  the  advisory  stages,  based  upon  the  information 
that  you're  receiving,  ensuring  that  the  financial  information  is  ac- 
curate and  complete.  And  then,  along  with  the  other  interested 
parties — the  staff  that  advises  you  and  the  IGs  and  obviously 
OMB — we  can  come  up  with  indicators  that  are  probative  of  what 
is  going  on. 

Mr.  Porter.  Secretary  Kunin? 

Ms.  Kunin.  Yes.  Thank  you,  Mr.  Chairman. 

About  a  week  and  a  half  ago,  our  Chief  Financial  Officer  retired. 
His  name  is  Don  Wurtz.  He  came  from  the  GAO  and  is  the  author 
of  the  report  that  grabbed  our  attention,  so  we  brought  him  on  the 
inside  and  he  really  has  done  a  superlative  job  in  getting  our  house 
more  in  order.  That  is  how  this  system  that  I  described  earlier  of 
centralized  accounting  called  EDCAPS  is  being  developed — still 
under  his  tutelage.  That  should  be  done  in  several  years. 

We  do  have  a  career  Acting  Chief  Financial  Officer  who  is  here, 
Mitch  Laine.  If  you  have  any  specific  questions,  I'm  sure  he'd  be 
glad  to  respond  to  them. 

But  we  are  in  the  process  of  really  having  a  very  accountable  fi- 
nancial management  system.  One  of  the  interesting  results  of  all 
this  is  that  our  first  clean  audit  actually  came  through  direct  lend- 
ing when  that  was  reviewed,  in  part  because  we  had  control  over 
the  data  that  was  put  in.  So  we're  pleased  that  we're  well  on  the 
way,  but  we  look  forward  to  providing  you  with  any  information 
that  might  be  helpful. 

Mr.  Porter.  Dr.  Callahan? 

Mr.  Callahan.  Yes,  Chairman  Porter.  As  the  Assistant  Secretary 
for  Management  and  Budget,  I  also  carry  the  title  of  Chief  Finan- 
cial Officer.  We  run  our  Chief  Financial  Officer  operation  really  out 
of  my  Office  of  Finance,  and  the  Deputy  Chief  Financial  Officer, 
George  Strader,  is  here.  He  has  a  staff  of  approximately  27  people, 
and  he  ramrods,  quite  frankly,  all  our  chief  financial  activities 
through  the  Department.  He  has  direct  access  to  me  and  also  im- 
mediate access  to  the  Secretary  on  the  various  financial  manage- 
ment concerns  that  are  the  responsibility  of  the  CFO  and  the  Dep- 
uty CFO. 
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We  feel,  by  putting  this  function  in  our  office,  which  now  also  has 
a  variety  of  other  functions,  we  are  able  to  bring  these  rec- 
ommendations and  policies  directly  to  the  Secretary  and  get  them 
implemented  as  quickly  as  possible. 

MISUSE  OF  FEDERAL  FUNDS  BY  GRANTEES  OR  CONTRACTORS 

Mr.  Porter.  A  final  question.  I  would  think  I'd  conclude,  for  the 
benefit  of  my  staff,  that  we  need  a  longer  time  to  talk  to  all  of  you 
than  perhaps  the  hour  that  we've  gotten  with  the  vote  in  between, 
because  there  is  so  much  to  talk  about.  But  we  do  have  another 
panel,  so  let  me  ask  the  final  question. 

Every  year  complaints  arise  concerning  the  possible  misuse  of 
Federal  funds  by  grantees  or  contractors.  Complaints  vary  from 
year  to  year,  but  we  always  hear  them.  These  include  such  things 
as  the  use  of  funds  for  lobbying  purposes  or  political  campaign  pur- 
poses. 

As  part  of  management's  responsibility,  each  of  your  depart- 
ments has  a  single  procurement  official  charged  with  assuring  the 
proper  use  of  Federal  funds.  Can  each  of  you  tell  us  what  proce- 
dures are  in  place  in  your  Department  to  ensure  that  Federal  funds 
are  not  used  improperly  for  lobbying  or  for  political  purposes? 

Ms.  Metzler.  I  guess  I  can  begin.  We  have  developed  and  are 
using  a  form  called  the  "grantee  attestation  form"  that  we  require 
grantees  to  sign  to  ensure  that  grants  are  not  being  used  for  ineli- 
gible purposes.  And  then,  through  the  course  of  audits  and  other 
compliance  activities,  we  can  verify  the  compliance. 

Ms.  Kunin.  Thank  you,  Mr.  Chairman.  We  also  have  a  form  that 
all  grantees  have  to  sign  indicating  they  will  not  engage  in  lobby- 
ing or  political  activity,  and  then  they  report  to  us. 

We'd  be  happy  to  consider  any  other  ways  of  enforcing  that  that 
you  may  recommend. 

Mr.  Callahan.  We  follow  similar  procedures,  Chairman  Porter. 
We  advise  all  of  our  grantees  of  the  actual  legal  provisions  in  the 
Appropriations  Act,  and  if  it's  brought  to  our  attention  that  there 
are  any  improprieties,  we  immediately  would  audit  those  grants 
and  take  corrective  action  through  referral  to  the  Inspector  Gen- 
eral. 

Mr.  Porter.  Let  me  thank  all  of  you  for  coming  to  testify  today. 
I  think  the  hearing  is  too  short,  so  if  we're  going  to  do  this  again 
we're  going  to  have  to  allow  a  little  longer  time. 

Again,  the  idea  of  two-year  budget  cycles  appeals  to  me  because 
we  could  spend  the  whole  second  year  looking  into  cross-cutting  is- 
sues like  these  and  others,  and  I  think  it  would  be  more  produc- 
tively spent  than  plowing  the  same  ground  twice  within  a  rel- 
atively short  period  of  time. 

So  let  me  thank  you  all  for  the  fine  job  you're  doing  for  your  de- 
partments and  for  the  country,  and  for  coming  here  today  to  testify. 

Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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U.S.  DEPARTMENT  OF  EDUCATION 

ROLE  OF  INSPECTOR  GENERAL'S  FINDINGS 

Mr.  Porter.  In  preparing  your  budget  request,  do  you  offset  the  request  for  funds  by  the 
amounts  of  any  claimed  savings  of  the  IG  which  have  been  agreed  to  by  management?  Can 
you  give  examples  of  these  offsets  in  the  President's  FY  '97  request?  Do  groups  within  your 
agencies  that  project  spending  for  trust  fund  or  entitlement  programs  take  savings  claimed 
by  the  IG  into  consideration  in  projecting  costs  for  the  current  and  subsequent  fiscal  years? 
Again,  can  you  give  examples? 

Ms.  Kunin.  The  audit  and  investigative  activities  of  the  Inspector  General  identify 
potential  savings  through  fines,  settlements,  restitutions,  penalties,  receivables,  and  other 
means.  Because  many  of  the  OIG  audits  or  investigations  cover  extended  time  periods  due 
to  appeals,  criminal  prosecutions,  etc.,  the  exact  timing  for  recoveries  of  funds  is  difficult  to 
determine  and  does  not  necessarily  coincide  with  the  established  cycles  of  the  budget 
process.  In  addition,  most  of  the  collections  from  these  activities  must  be  deposited  as 
Treasury  receipts  and  cannot  be  used  by  the  Department's  programs.  They  are 
governmental,  not  Departmental  receipts.  In  those  instances  where  collections  can  be  used, 
such  as  loan  programs,  they  are  reflected  in  our  budget  estimates.  With  this  exception,  the 
Department's  1997  budget  request  does  not  include  any  specific  offsets  for  potential  savings. 
However,  implicit  savings  from  IG  recommendations  are  reflected  in  budget  requests.  For 
example,  an  IG  recommendation  to  cross  check  Student  Aid  applications  with  lists  of 
defaulters  and  those  who  have  reached  Pell  Award  limits  has  led  to  lower  requests  for  Pell 
Grants  and  student  loans;  the  total  savings  is  estimated  at  $100  million  per  year. 

RESOLUTION  OF  AUDITS  AND  FUNDS  PUT  TO  BETTER  USE 

Mr.  Porter.  I  notice  that  in  each  of  your  Inspector  General's  reports  that  I  reviewed,  there 
remain  substantial  unresolved  audits  and  disputes  over  funds  put  to  better  use.  Often  the 
reports  and  findings  that  are  resolved  represent  only  a  very  small  portion  of  the  total 
outstanding  and  unresolved  IG  findings.  Can  each  of  you  discuss  the  reasons  for  this  delay, 
the  impact  of  the  failure  to  resolve  issues  and  how  this  gap  between  IG  identified  problems 
and  management  resolution  can  be  resolved.  If  the  problem  is  resources,  should  we  not  be 
putting  additional  resources  in  management  rather  that  the  IGs'? 

Ms.  Kunin.  The  status  of  unresolved  audits  and  efforts  to  resolve  them  are  discussed 
below. 

•  ED  has  a  relatively  high  percentage  of  audits  resolved  compared  to  the  total 

outstanding  and  unresolved  audit  reports.  As  of  March  30,  1996,  85  percent  of  the 
audit  reports  due  for  resolution  by  that  date  had  been  resolved.  The  15  percent  of 
audits  overdue  for  resolution  (77  audits)  consisted  of  55  audits  prepared  by  non- 
Federal  auditors  and  22  prepared  by  the  ED  IG. 
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•  ED  is  the  only  Federal  agency  bound  by  a  unique  legal  requirement  in  the  General 
Education  Provisions  Act  to  establish  and  present  a  prima  facie  case  in  its  decisions 
on  audit  findings.  As  a  result,  resolution  of  audits  is  frequently  delayed  due  to  the 
need  to  obtain  more  extensive  documentation  than  is  provided  in  the  audit  report  and 
more  extensive  internal  legal  and  programmatic  review. 

•  Within  ED,  all  staff  involved  in  audit  resolution  are  working  cooperatively  on  two 
fronts  to  improve  our  operations  in  this  area:  (1)  all  staff  are  working  jointly  to 
develop  innovative  methods  to  improve  the  timeliness  and  efficiency  of  our  internal 
processes;  and  (2)  we  are  initiating  innovative  approaches  for  working  with  our 
recipients  to  prevent  the  kinds  of  problems  that  frequently  appear  in  audit  reports. 

•  ED  audit  and  program  staff  are  engaged  in  on-going  efforts  to  resolve  any 
disagreements  over  recommendations  for  better  use  of  funds  during  the  draft  audit 
report  stage.  By  increasing  communication  between  audit  and  program  staff  when 
the  draft  audit  report  is  issued  for  comment,  program  and  IG  staff  are  working 
together  to  make  the  recommendations  more  acceptable  to  program  managers. 

MANAGEMENT  STRUCTURE 

Mr.  Porter.  While  your  three  departments  are  quite  similar  in  that  they  are  heavily 
involved  in  the  distribution  of  Federal  grants  to  other  units  of  government  and  to  not-for- 
profit  organizations,  your  agencies  have  different  management  structures.  In  HHS  all 
management  functions  are  vested  in  one  assistant  secretary,  while  in  Labor  and  Education 
there  is  a  CFO  with  substantial  management  responsibilities,  but  budget  is  separate.  Can 
each  of  you  discuss  the  justification  for  such  differences? 

Ms.  Kunin.  Because  Federal  agencies  have  diverse  missions,  the  appropriate 
responsibilities  for  agency  CFOs  may  also  be  different.  We  strongly  believe  that  Education's 
current  management  structure  is  essential  to  the  continued  progress  of  its  reinvention  efforts. 
All  policy  development  functions  are  pulled  together  and,  at  the  same  time,  financial 
management  functions  are  strengthened. 

About  98  percent  of  the  Department's  $29  billion  budget  supports  educational  programs, 
each  with  its  own  legislative  authority,  involving  numerous  policy  implications  within  the 
context  of  the  Federal  role  for  education.  Thus,  the  legislative  development  and  budget 
processes  within  the  Department  are  integrally  interwoven  with  policy  making.  For  this 
reason,  Secretary  Riley  has  established,  with  approval  from  the  White  House  and  OMB,  an 
organizational  structure  that  combines  budget,  legislative  development,  program  evaluations, 
long-range  planning,  and  policy  development  into  one  organizational  component  headed  by 
the  Under  Secretary. 

At  the  same  time  the  Department  has  strengthened  its  financial  management  by 
combining  central  accounting,  financial  management  and  procurement  functions  under  the 
CFO.  In  addition,  the  CFO  brings  a  financial  management  prospective  to  the  Department's 
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overall  management  and  program  administration  through  a  variety  of  mechanisms  such  as 
participating  in  the  Executive  Management  Committee,  Direct  Student  Loan  work  groups, 
and  those  of  other  student  financial  assistance  programs,  and  following  up  on  audit  findings. 
The  current  organizational  structure  also  protects  financial  management  from  being 
overshadowed  by  budget  and  program  policy  issues. 

Mr.  Porter.  During  the  lengthy  period  of  continuing  resolutions  and  shutdowns,  there 
were  substantial  differences  in  the  way  your  departments  interpreted  guidance  and  functioned 
during  this  period.  Did  your  difference  in  structure  cause  this  difference? 

Ms.  Kunin.  The  Department's  management  structure  had  nothing  to  do  with  how  the 
Department  interpreted  guidance  and  functioned  during  the  shutdowns.  Our  approved 
shutdown  plan  was  based  on  continuing  the  prudent  and  legally  conservative  approach  taken 
in  prior  years  and  on  guidance  from  the  Office  of  Management  and  Budget.  OMB  initially 
said  that  the  Anti-deficiency  Act  would  prohibit  incurring  obligations  without  an 
appropriation  except  for  emergencies  involving  the  safety  of  human  life  or  protection  of 
property.  Therefore,  only  those  employees  funded  from  permanent  or  multi-year 
appropriations,  Presidential  appointees  —  who  are  not  subject  to  furloughs  —  and  one 
essential  employee  to  support  each  appointee  were  permitted  to  work  during  the  period  of 
the  shutdowns.  OMB  later  amended  its  guidance  to  allow  exceptions  for  employees  who 
worked  on  accounts  where  Congress  had  appropriated  funds  in  advance  of  the  current  fiscal 
year  even  if  the  employees  were  paid  from  other  accounts.  Even  with  this  revision,  the 
Department's  shutdown  approach  was  still  more  conservative  than  most  agencies. 

INNOVATION  IN  GRANTS  MANAGEMENT 

Mr.  Porter.  As  I  mentioned  in  my  opening  remarks,  one  primary  mode  of  operation  of 
your  departments  is  through  grants  and  contracts  issued  to  other  entities  to  carry  out  a 
specific  function.  I  know  the  administration,  and  the  Vice  President,  has  been  particularly 
interested  in  improving  services  and  reducing  redundancies.  Can  you  describe  the  major 
innovations  that  have  occurred  in  the  procurement  functions  as  a  result  of  this  emphasis? 

Ms.  Kunin.  A  number  of  improvements  recommended  by  the  National  Performance 
Review  or  initiated  by  the  Department  have  been  implemented  or  are  underway  to  improve 
the  discretionary  grants  process.  Major  accomplishments  are  described  below. 

•  Eliminated  annual  application  by  grantees  for  noncompetitive  continuation  grants. 

Since  most  discretionary  grants  are  3-  to  5-year  projects  with  annual  continuations 
based  on  progress  reported  in  annual  performance  reports,  the  additional  application 
paperwork  was  only  necessary  to  provide  budget  requests.  Budgets  for  all  years  of 
the  project  are  now  negotiated,  subject  to  funds  availability,  when  the  initial 
application  is  submitted.  This  also  helps  grantees  plan  ahead  of  time  for  future  years 
of  the  project. 
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•  Implemented  optical  scanning  of  grant  applications  to  eliminate  time  spent  on  data 
entry. 

•  Reduced  grant  application  and  award  processing  time  by  25  percent  by  eliminating 
many  unnecessary  or  duplicative  steps. 

•  Reengineered  the  grants  process.  The  new  design  includes:  1)  integration  of  the 
separate  staff  doing  grants  administration  with  program  staff  so  that  grantees  have 
one  source  for  information  and  assistance;  2)  an  expedited  award  process  that 
includes  one  cost  analysis  and  funding  decisions  made  closer  to  the  customer;  3) 
promotion  of  successful  project  outcomes  through  partnership  agreements  between 
the  Department  and  grantees  and  more  post-award  assistance  to  grantees;  4) 
increased  access  through  a  simplified,  electronic  application;  expanded  publication 
of  competition  information;  and  pre-application  technical  assistance  to  novice 
applicants;  5)  and  elimination  of  peer  review  of  applications  for  grants  under 
$75,000,  but  improved  peer  review  for  those  over  $75,000. 

•  The  redesigned  process  is  being  piloted  by  several  programs  and  will  be  implemented 
throughout  the  Department  in  FY  1997. 

•  Awarded  a  pilot  contract  to  handle  peer  review  logistics  for  one  program  office.  If 
successful,  the  pilot  will  be  expanded  to  the  rest  of  the  Department. 

•  Developed  a  substitute  time  distribution  model  designed  to  promote  accounting 
flexibility  at  both  the  State  and  local  education  level  and  issued  simplified 
regulations  for  the  indirect  cost  process  to  strengthen  our  performance  partnership 
with  State  and  local  governments. 

Customer  communication  has  also  been  improved  through: 

•  Construction  of  a  World  Wide  Web  page  to  provide  increased  access  to  grant  and 
contract  information. 

•  Development  of  an  electronic  bulletin  board  for  customers  who  do  not  have  the 
ability  to  access  Internet,  but  have  dial-up  modem  capability.  The  ED  Bulletin  Board 
provides  general  and  specific  grant  information,  Federal  Register  documents, 
contract  "Requests  for  Proposal"  (RFPs)  and  draft  work  statements. 

•  Issuance  of  a  booklet,  "What  Should  I  Know  About  ED  Grants,"  that  outlines  the 
Department's  grants  process  and  provides  other  information  useful  to  applicants  and 
grantees. 
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Innovations  in  procurement  functions  include: 

•  Reduced  time  and  duplication  in  review  and  document  production  of  contract  award 
processes  through  early,  collective  participation  by  program  and  procurement 
officials. 

•  Delegated  micropurchasing  authority  to  over  200  non-procurement  employees  and 
utilized  credit  card  technology  to  reduce  costs. 

•  Eliminated  requirements  for  specific  preprinted  internal  procurement  review/approval 
forms  for  information  to  be  provided  electronically.  Also  participated  in  the 
Government's  Electronic  Commmerce  initiative  (including  FACNET  capability). 

•  Adjusted  procurement  schedule  to  ease  workload  burden  at  the  end  of  the  fiscal  year. 

•  Applied  performance-based  service  contracting  principles  to  applicable  new 
requirements,  provided  training  to  personnel,  and  developed  appropriate  performance 
measures. 

•  Increased  utilization  of  electronic  bulletin  board  for  general  guidance  on 
procurement;  "Commerce  Business  Daly"  notices;  agency  procurement  forecasts; 
draft  solicitations  and  RFP's,  including  questions  and  answers  between  ED  and 
potential  offerors,  all  of  which  has  contributed  to  improved  competitions. 

•  Provided  Internet  access  through  a  World  Wide  Web  page  to  access  not  only  bulletin 
board  material  but  also  procurement  information  Government-wide. 

•  Mapped  clearer,  more  efficient  procurement  process,  which  is  being  used  as  the  basis 
for  the  development  of  the  CFO's  integrated  financial  and  procurement  system 
(EDCAPS).  Redundant  data  will  not  have  to  be  provided  by  the  various  participants 
in  any  individual  procurement.  Most  paper  transmittals  during  the  acquisition  cycle 
will  be  eliminated. 

WORKING  CAPITAL  FUNDS 

Mr.  Porter.  HHS  has  recently  created  something  called  the  Program  Support  Center  for 
common  services  supplied  to  its  agencies.  Labor  has  a  Working  Capital  Fund,  and,  as  I 
understand  it,  Education  has  nothing  comparable.  Could  each  of  you  describe  why  you  have 
taken  your  particular  approach  to  providing  common  services  throughout  your  department, 
and  whether  you  have  considered  converting  to  the  mechanisms  used  by  the  other 
Departments? 

Ms.  Kunin.  A  working  capital  fund  is  an  appropriate  way  to  provide  common  services 
in  a  large  department  or  agency  that  has  many  organizations  or  suborganizations  with  their 
own   appropriations.   Because  of  its   small   size   and   lack  of  separate   agencies   or 
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administrations  with  their  own  budgets,  the  Department  of  Education  has  already  centralized 
the  management  of  its  overhead  services.  Since  most  offices  within  the  Department  are 
funded  from  the  same,  single  appropriation  for  Program  Administration,  the  use  of  a  formal 
budget  fund  that  requires  labor-intensive  transfers  of  funds  is  neither  necessary  nor  practical. 
Centralizing  the  management  of  these  services  ensures  that  staff  with  the  required  expertise 
in  these  areas  are  located  within  one  office,  thus  allowing  staff  resources  in  other  offices  to 
be  assigned  to  program  rather  than  administrative  operations.  Although  the  Department  has 
not  used  a  working  Capital  Fund  in  recent  years,  we  understand  the  benefits  of  centralized 
services  and  will  continue  to  analyze  the  need  for  establishing  a  fund. 

AUDIT  REPORTS  ON  LOBBYING 

Mr.  Istook.  In  your  testimony,  you  mentioned  that  when  you  heard  complaints  about 
lobbying  activity  by  a  grantee,  you  referred  them  to  the  IG  for  investigation.  Please  provide 
the  committee  with  the  number  of  such  referrals  you  have  made  since  1992,  with  a  break 
down  by  year. 

Ms.  Kunin.  There  are  two  instances  where  the  Inspector  General  has  issued  audit  reports 
containing  findings  on  lobbying  activities  by  grantees.  One  report,  "Internal  Control 
Environment  and  Appearance  of  Conflicts  of  Interest  in  the  Mississippi  Department  of 
Vocational  Rehabilitation,"  was  issued  on  July  27,  1993,  and  the  second  report,  "Audit  of 
ED  Grants  Administered  by  the  Endependence  Center  of  Northern  Virginia,"  was  issued  on 
September  17,  1993.  Copies  of  these  reports  have  been  provided  to  the  Committee  by  the 
Inspector  General. 
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U.S.  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

ROLE  OF  INSPECTOR  GENERAL'S  FINDINGS 

Mr.  Porter:   In  preparing  your  budget  request,  do  you  offset  the  request 
for  funds  by  the  amounts  of  any  claimed  savings  of  the  IG  which  have  been 
agreed  to  by  management?  Can  you  give  examples  of  these  offsets  in  the 
President's  FY  1997  request? 

Mr.  Callahan:    HHS  has  not  offset  its  FY  1997  request  for  funds  by  the 
estimates  of  savings  provided  by  the  OIG  for  recommendations  which  have  been 
agreed  to  by  management.   In  general,  the  focus  of  HHS  in  audit  follow-up  is  not 
on  the  potential  savings  estimates  but  on  implementing  improvements  that  will 
yield  cost  savings.   Since  the  majority  of  OIG's  recommended  savings  involve 
legislative  proposals,  implementation  would  only  occur  when  the  Congress  passes 
legislation  which  is  then  signed  into  law  by  the  President.    The  monetary  effect  of 
these  enacted  statutes  is  then  reflected  in  the  baseline  used  to  prepare  the  current 
budget. 

On  occasion,  as  illustrated  in  a  response  to  a  similar  question  on  revising 
cost  estimates  for  trust  funds,  savings  resulting  from  OIG  recommendations  may 
be  reflected  in  adjustments  to  budget  estimates.    For  this  to  occur,  however,  the 
projected  effect  would  have  to  be  very  significant,  there  would  have  to  be  a  high 
degree  of  certainty  that  the  projected  outcome  would  occur  in  the  timeframe 
anticipated,  and  there  would  have  to  be  a  very  high  degree  of  confidence  in  the 
estimates. 

The  benefit  of  OIG  estimates  of  cost  savings  is  not  their  direct  applicability 
to  modifying  funding  requests.    This  would  demand  a  level  of  precision  and 
methodological  rigor  that  would  either  prohibit  future  estimates  or  result  in 
significant  cost  increases  in  the  budget  process.   OIG  savings  estimates  are 
worthwhile  because  they  provide  HHS  a  better  basis  for  making  judgements  about 
the  significance  and  priority  of  recommended  management  improvements. 

Mr.  Porter:    Do  groups  within  your  agencies  that  project  spending  for  trust 
fund  or  entitlement  programs  take  savings  claimed  by  the  IG  into  consideration  in 
projecting  costs  for  the  current  and  subsequent  fiscal  years?   Again,  can  you  give 
examples? 

Mr.  Callahan:    For  OIG  recommendations  to  result  in  changes  such  as  this, 
the  projected  effect  of  the  recommendations  has  to  be  very  significant,  there  has  to 
be  a  high  degree  of  certainty  that  the  projected  outcome  will  occur  in  the 
timeframe  anticipated,  and  there  has  to  be  a  very  high  degree  of  confidence  in  the 
savings  estimates.    HHS  would  not  rely  on  the  original  OIG  estimates  for  this 
purpose. 

RESOLUTIONS  OF  AUDITS  AND  FUNDS  PUT  TO  BETTER  USE 

Mr.  Porter:   I  notice  that  in  each  of  your  Inspector  General's  reports  that  I 
reviewed,  there  remain  substantial  unresolved  audits  and  disputes  over  funds  put 
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to  better  use.   Often  the  reports  and  findings  that  are  resolved  represent  only  a 
very  small  portion  of  the  total  outstanding  and  unresolved  IG  findings.   Can  each 
of  you  discuss  the  reasons  for  this  delay,  the  impact  of  the  failure  to  resolve  issues 
and  how  this  gap  between  IG  identified  problems  and  management  resolution  can 
be  resolved.   If  the  problem  is  resources,  should  we  not  be  putting  additional 
resources  in  management  rather  than  the  IG's? 

Mr.  Callahan:   OIG  recommendations  which  the  Department  is  capable  of 
implementing  and  to  which  the  Department  agrees  are  subjected  to  management 
improvement  initiatives,  and  corrective  action  occurs  in  reasonable  timeframes.   It 
should  be  noted  that  in  OIG  semiannual  reports  unimplemented  recommendations 
will  always  appear  far  more  significant  than  those  implemented  because  the 
unimplemented  ones  appear  repeatedly  whereas  implemented  recommendations 
appear  only  in  one  report  for  the  period  when  final  action  occurred. 

As  the  Office  of  Inspector  General  has  noted  on  many  occasions  for 
unimplemented  recommendations,  many  that  go  unresolved  for  long  periods  of 
time  are  ones  that  require  legislative  fixes  that  are  beyond  the  control  of  the 
Department  to  implement.   These  constitute  the  majority  of  the  reports  listed  in 
the  appendices  of  the  semiannual  report  related  to  this  issue.   The  continued 
presence  in  the  report  of  many  of  these  reflects  that  even  though  immediate 
implementation  of  the  recommendations  may  not  be  urgent,  the  ideas  they 
represent  continue  to  have  merit.   For  issues  of  disagreement  that  the  OIG  or 
HHS  managers  consider  to  be  urgent  or  require  immediate  action,  HHS  long  ago 
established  a  formal  resolution  process.   None  of  the  issues  reflected  in  the 
unimplemented  findings  listed  in  recent  semiannual  reports  have  been  deemed 
serious  enough  by  the  OIG  or  management  to  require  application  of  formal 
resolution. 

MANAGEMENT  STRUCTURE 

Mr.  Porter:   While  your  three  departments  are  quite  similar  in  that  they  are 
heavily  involved  in  the  distribution  of  federal  grants  to  other  units  of  government 
and  to  not-for-profit  organizations,  your  agencies  have  different  management 
structures.   In  HHS,  all  management  functions  are  vested  in  one  assistant 
secretary,  while  in  Labor  and  Education,  there  is  a  CFO  with  substantial 
management  responsibilities,  but  budget  is  separate.   Can  each  of  you  discuss  the 
justification  for  such  differences? 

Mr.  Callahan:   Compared  with  the  Departments  of  Labor  and  Education, 
HHS  is  a  large,  de-centralized  organization  consisting  of  multiple  and  diverse 
programs  which  include  some  of  the  largest  discretionary  and  entitlement 
programs.   Under  Reinventing  Government  (REGO  II),  we  have  redefined  the 
HHS  corporate  entity  by  delegating  administrative  and  program  authorities  to  the 
OPDIVs  to  enable  them  to  operate  without  excessive  —  and  unnecessary  — 
centralized  controls.     This  reinvention  effort  has  made  the  Assistant  Secretary  for 
Management  and  Budget  (ASMB)  the  Department's  principal  corporate  official 
responsible,  on  behalf  of  the  Secretary,  for  providing  policy  guidance  Co  the 
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Operating  Divisions  and  assuring  the  application  of  sound  management  practices 
for  all  management  activities  across  the  Department. 

Under  the  CFO  Act,  and  consistent  with  OMB  guidance  on  CFO 
organizations,  the  ASMB/CFO  in  conjunction  with  OPDIV  CFOs  oversees  all 
financial  management  activities  relating  to  the  programs  and  operations  of  HHS. 
This  includes  responsibility  for  the  integration  of  budget  and  Finance  functions  to 
assure  comprehensive  and  consistent  financial  reporting  of  budget  and  accounting 
information. 

Mr.  Porter:    During  the  lengthy  period  of  continuing  resolutions  and 
shut-downs,  there  were  substantial  differences  in  the  way  your  departments 
interpreted  guidance  and  functioned  during  this  period.   Did  your  difference  in 
structure  cause  this  difference? 

Mr.  Callahan:   Operations  during  continuing  resolutions  and  shutdowns 
were  governed  by  OMB  guidance  and  statutory  exceptions.    If  there  were 
differences  in  the  ways  our  departments  interpreted  that  guidance  or  those  statutes, 
the  differences  would  most  likely  be  due  to  the  differences  in  the  types  of 
programs  we  have,  the  types  of  funding  (no-year,  advanced  funding,  etc.)  for 
those  programs,  and/or  our  legal  interpretations  of  the  guidance  or  statutes  —  and 
not  due  to  differences  in  management  structures. 

INNOVATION  IN  GRANTS  MANAGEMENT 

Mr.  Porter:   As  I  mentioned  in  my  opening  remarks,  one  primary  mode  of 
operation  of  your  departments  is  through  grants  and  contracts  issued  to  other 
entities  to  carry  out  a  specific  function.   I  know  the  administration,  and  the  Vice 
President,  has  been  particularly  interested  in  improving  services  and  reducing 
redundancies.   Can  you  describe  the  major  innovations  that  have  occurred  in  the 
procurement  functions  as  a  result  of  this  emphasis? 

Mr.  Callahan:   HHS  is  making  important  efforts  in  improving  services  and 
reducing  redundancies  in  its  procurement  function.   The  procurement  function  is 
actively  using  performance  measures  to  ensure  that  HHS  programs  are  getting 
high  quality  goods  and  services  at  reasonable  prices  and  in  a  timely  manner.    Our 
measurement  system  (known  as  PMAT,  named  after  the  Procurement 
Measurement  Acquisition  Team)  was  developed  jointly  by  the  HHS  acquisition 
policy  and  oversight  staff  and  procurement  staff  from  three  other  departments. 
Our  measurement  system  is  capable  of  identifying  inefficiencies  and  redundancies 
in  our  system.   Performance  improvements  are  made  through  work  teams 
comprised  of  program  and  procurement  staff.   HHS  also  played  a  significant  role 
in  the  development  of  the  performance  metrics  recently  developed  by  the 
President's  Management  Council.   These  measures  will  be  used  in  conjunction 
with  the  PMAT  at  HHS.   HHS  staff  have  been  actively  engaged  in  the  NPR 
process.    HHS  has  been  a  "pledge"  signer  on  all  of  the  innovation  efforts 
sponsored  by  the  Office  of  Federal  Procurement  Policy.    HHS  was  the  first 
civilian  agency  to  issue  an  order  on  the  Federal  Acquisition  Network  (FACNET) 
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and  the  first  to  certify  an  agency  gateway.   HHS  sustains  a  high  volume  of  traffic 
through  FACNET.   HHS  has  made  good  progress  on  using  the  government 
purchase  cards  to  reduce  costs  and  improve  service.   HHS  is  working  hard  in  the 
areas  of  past  performance,  oral  proposals,  and  performance-based  contracting. 

WORKING  CAPITAL  FUNDS 

Mr.  Porter:   HHS  has  recently  created  something  called  the  Program 
Support  Center  for  common  services  supplied  to  its  agencies.   Labor  has  a 
Working  Capital  Fund,  and,  as  I  understand  it,  Education  has  nothing  comparable. 
Could  each  of  you  describe  why  you  have  taken  your  particular  approach  to 
providing  common  services  throughout  your  department,  and  whether  you  have 
considered  converting  to  the  mechanisms  used  by  other  Departments? 

Mr.  Callahan:   The  HHS  approach  to  providing  common  services 
throughout  HHS  is  based  upon  the  Department's  REGO  II  reinvention  process 
completed  last  year.   During  this  process,  representatives  of  the  HHS  operating 
and  staff  divisions  analyzed  the  organization,  financing  and  governance  of  these 
common  services. 

This  analysis  determined  that  the  most  efficient  method  of  organizing  the 
Department's  administrative  service  providers  was  in  a  single  organization 
dedicated  to  the  provision  of  cost  efficient,  quality  service.   Therefore,  the 
Program  Support  Center  (PSC)  was  established  in  FY  1996  as  a  new  HHS 
operating  division.   To  simplify  financing  mechanisms  and  reduce  duplication,  the 
OS  Working  Capital  Fund  (WCF)  will  be  terminated  in  FY  1997,  with  all  former 
activities  funded  from  the  HHS  Service  and  Supply  Fund.   A  new  Fund  charter 
has  been  approved,  establishing  a  new  SSF  Board  of  Directors  as  the  Fund's 
governing  body.   This  Board  is  chaired  by  the  Deputy  Secretary,  with  the 
Assistant  Secretary  for  Management  and  Budget  (CFO)  as  the  Vice-Chair.   The 
Board  includes  both  customers  and  providers  —  representatives  of  each  HHS 
Operating  Division,  the  chief  management  officers  of  the  PSC,  and  a 
representative  from  the  Inspector  General. 

Mr.  Porter:   Services  provided  by  the  HHS  Program  Support  Center  are  to 
be  offered  on  a  competitive,  fee-for-service  basis.   But  are  the  HHS  agencies 
captive  customers?   Do  they  really  have  other  options  if  they  feel  the  services 
offered  by  the  Program  Support  Center  are  too  expensive? 

Mr.  Callahan:  The  services  of  the  HHS  Program  Support  Center  (PSC) 
are  funded  by  the  HHS  Service  and  Supply  Fund  (SSF).  The  operations  of  the 
SSF  are  guided  by  the  Fund's  Charter,  which  was  approved  by  the  Secretary  in 
September,  1995.   The  Charter  states  that  the  Fund: 

Allows  customers  to  utilize  other  service  providers  outside  the  Fund  if  this 
action  does  not  significantly  raise  the  unit  costs.   If  withdrawing  business 
does  raise  the  unit  costs,  advance  notice  of  withdrawal  must  be  provided  in 
accordance  with  guidelines  specified  by  the  Board.   Additionally,  the  Board 
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will  determine  an  initial  start-up  period  during  which  no  customers  will  be 
allowed  to  withdraw  from  service.   This  will  allow  the  PSC  and  other 
Fund  activities  time  to  settle  organizational  and  rate  setting  issues 
necessary  to  be  competitive. 

On  May  22,  1996,  the  Board  met  and  unanimously  approved  the  following 
motion  to  satisfy  the  above  stated  requirements  of  the  Charter: 

The  initial  start-up  period,  during  which  no  customers  will  be  allowed  to 
withdraw  from  Fund  provided  services  shall  be  two  years,  starting  on 
October  1,  1995.   In  addition  to  this  start-up  period  an  advance  notice  of 
withdrawal  must  be  provided  a  minimum  of  sixteen  months  prior  to  the 
requested  withdrawal  date,  which  must  coincide  with  the  first  day  of  a 
fiscal  year.   (Exceptions  to  these  Board  guidelines  will  be  allowed  for 
activities  which  have  time  periods  imposed  from  other  sources,  i.e.  the 
OMB  Franchise  Pilots). 

These  periods  have  been  set  to  provide  protection  to  both  the  service 
providers  and  customers.   For  service  providers,  this  allows  time  to  streamline, 
reduce  duplication,  and  reorganize  (if  necessary)  to  become  more  efficient.   For 
customers,  they  will  be  protected  from  increased  charges  because  of  another 
customer's  decision  to  seek  service  elsewhere. 

Mr.  Porter:   We  have  been  hearing  complaints  from  individual  HHS 
agencies  that  services  have  gotten  more  expensive,  not  less,  with  the  Program 
Support  Center.   Do  you  think  this  is  a  fair  criticism,  and,  if  so,  why  should  the 
new  Center  be  more  expensive  to  operate? 

Mr.  Callahan:   The  total  costs  for  services  provided  to  the  Operating 
Divisions  (OPDIVs)  have  not  increased.    However,  the  Department's  REGO  II 
reinvention  process  identified  additional  services  to  be  included  in  the  Program 
Support  Center  (PSC)  or  the  Office  of  the  Secretary,  with  their  associated  costs 
charged  to  the  OPDIVs  through  the  Service  and  Supply  Fund  (SSF).   This  results 
in  several  OPDIVs  now  being  charged  for  services  that  were  previously  funded 
through  appropriations,  and  not  charged  out.   Examples  of  this  are  the  PSC's 
Parklawn  Personnel  activity  which  is  the  PSC's  servicing  personnel  office,  the  OS 
Regional  Emergency  Preparedness  Coordinators,  the  former  PHS  Freedom  of 
Information  Act  review  activity,  and  a  portion  of  the  OS  Regional  Health 
Administrators. 

LOAN  PROGRAM  ADMINISTRATION 

Mr.  Porter:   The  Education  Department  manages  an  enormous  portfolio  of 
guaranteed  student  loans;  HHS  manages  the  much  smaller  HEAL  health 
professions  loan  program.   Has  HHS  ever  considered  contracting  with  the 
Education  Department  to  operate  the  HEAL  program  in  order  to  take  advantage  of 
that  Department's  guaranteed  loan  expertise  and  economies  of  scale? 
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Mr.  Callahan:   The  Health  Resources  and  Services  Administration,  where 
the  HEAL  program  is  currently  managed,  does  not  have  such  an  arrangement 
currently  under  consideration.   Management  of  the  HEAL  program  is  handled  by 
a  staff  of  approximately  20  people  who  have  expertise  in  the  unique  characteristics 
of  graduate  health  professions  students.   I  would  note  that  the  program  is 
substantial,  with  over  $3.6  billion  in  loans  to  over  165,000  health  profession 
students. 

The  loan  guarantee  program  has  maintained  a  focus  on  meeting  the  unique 
needs  of  this  graduate  student  population.   HRSA's  "fine  tuning"  has  resulted  in 
simplified  administration  for  students,  schools,  and  lenders;  increased  lender 
competition,  resulting  in  significantly  reduced  borrower  costs;  increased 
repayment  and  deferment  options  -  residency  deferments,  primary  deferments,  and 
income  continent  repayment  options  during  the  early  years  of  practice;  targeted 
default  reduction  initiatives  -  using  national  residency  databases,  excluding 
defaulters  from  participation  in  Medicare  and  Medicaid,  licensing  board 
disciplinary  action  of  defaulters;  and  significantly  reduced  defaults  resulting  in  a 
program  that  is  now  nearly  budget  neutral. 


905 


GRANTEE  LOBBYING  ACTIVITIES 

Mr.  Istook:   In  your  testimony,  you  mentioned  that  when  you  heard 
complaints  about  lobbying  activity  by  a  grantee,  you  referred  them  to  the  IG  for 
investigation.   Please  provide  the  Committee  with  the  number  of  such  referrals  you 
have  made  since  1992,  with  a  break  down  by  year? 

Mr.  Callahan:   As  I  indicated,  our  procedures  call  for  referrals  to  the  IG  for 
corrective  action  if  we  become  aware  of  allegations  of  improprieties  by  our  grantees. 
Approximately  7,000  HHS  grants  are  audited  by  public  accountants  under  OMB 
Circular  A- 133.   One  requirement  for  these  audits  is  that  lobbying  activities  be 
examined,  with  any  violation  identified  by  the  nonfederal  auditor. 

Of  the  17,000  nonfederal  reports  issued  since  FY  1992,  26  reports  identified 
minor  violations  related  to  lobbying  or  political  activity,  with  only  5  reports  resulting 
in  questioned  costs.   The  list  that  follows  identifies  these  26  grantees  and  the  amounts 
in  question. 
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REPORT  FINDINGS  RELATED  TO  LOBBYING  ACTIVITIES 


Amount 

Fiscal  Year 

Entity 

Ouestioned 

1992 

South  Carolina  P&A  System  for  the  Handicapped, 
Inc. 

$0 

Christian  Hospital  School  of  Nursing 
Montana  Advocacy  Program,  Inc. 
Oakland  University 

3,970 

2,927 

0 

1993 

State  of  Missouri 

375 

State  of  Kentucky 

Native  American  Rights  Fund,  Inc. 

Greater  Houston  HTV  Alliance,  Inc. 

15,000 
0 
0 

1994 

United  Amerindian  Center,  Inc. 

0 

Tri-Counry  Youth  Services  Consortium 
New  England  Medical  Center  Hospitals,  Inc. 
United  Amerindian  Center,  Inc. 

0 
0 

0 

Women's  Action  Alliance,  Inc. 

0 

Native  American  Rights  Fund,  Inc. 
Tri-County  Youth  Services  Consortium 

0 
0 

1995 

State  of  New  Hampshire 

State  of  Rhode  Island  and  Providence  Plantations 

0 
0 

United  Amerindian  Center,  Inc. 

0 

1996 

State  of  North  Dakota 

0 

State  of  Connecticut 

0 

(through 
4/30/96) 

Tonto  Apache  Tribe 

Neighborhood  Health  Association  of  Toledo,  Inc. 

Morehouse  School  of  Medicine,  Inc. 

0 
0 
0 

Amity,  Inc. 

Florence  Crittenton  Services,  Inc. 

200 
0 

Irvine  Unified  School  District 

0 

1992-1996 

Total,  Amount  Questioned 

$22,472 
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U.S.  DEPARTMENT  OF  LABOR 

BUDGET  FORMULATION 

Mr.  Porter:   In  the  last  18  months,  there  have  been  numerous 
studies  indicating  that  multiple  programs  often  fund  the  same  activity 
or  facets  of  the  same  activity.   The  studies  indicate  that  there  are  170 
training  programs,  GAO  found  80  teacher  training  programs,  and  GAO 
determined  that  there  are  approximately  50  substance  abuse  programs 
spending  $4.4  billion.   In  each  case,  these  activities  are  spread  across 
many  departments.   In  formulating  a  budget,  it  is,  of  course,  critical 
to  know  how  a  single  component  program  fits  within  a  broader  funding 
scheme . 

Do  you  keep  track  of  total  funding  for  activities  such  as  services 
for  disabled  children,  funding  for  higher  education,  job  training, 
substance  abuse  services,  within  your  departments?  Within  the  Federal 
Government  as  a  whole?  How  does  each  of  your  Departments  employ  this 
data  in  budget  f ormulation? 

Ms.  Metzler:   Beyond  the  Labor  Department,  our  ability  to  track 
overall  funding  levels  is  limited,  although  we  do  seek  ways  to  provide 
our  mission-critical  services  in  as  economical  a  manner  as  possible  by 
consulting  or  contracting  with  other  agencies.   When  specific  program 
authorization  is  shared  with  another  agency,  as  is  the  case  with  the 
Education  and  Labor  Departments'  School-to-Work  programs,  we  work 
together  very  closely  in  formulating  our  budgets .   Where  such  authority 
is  not  specifically  indicated,  the  Office  of  Management  and  Budget  has 
the  lead  responsibility  for  setting  budget  priorities  for  the  entire 
Administration.   Even  when  not  mandated  by  law,  we  are,  however, 
constantly  working  with  other  agencies  through  reimbursable  agreements, 
allocation  accounts  and  inter-agency  task  forces.   Through  such 
arrangements,  we  are  able  to  provide  (or  as  the  case  may  be,  receive) 
services  in  an  area  in  which  we  have  expertise  rather  than  having  two 
agencies  develop  parallel  functions. 

Mr.  Porter:   If  you  do  not  know  overall  funding  levels,  the 
services  provided  by  other  programs  and  their  individual  funding  levels, 
how  can  you  put  together  an  adequately  justified  budget  request? 

Ms.  Metzler:   We,  at  the  Labor  Department,  cannot  set  the 
priorities  for  the  many  programs  that  exist  government -wide  no  matter 
how  closely  these  programs  seem  to  mirror  our  own.   As  I  have  said, 
setting  budget  priorities  in  a  way  that  balances  the  Administration's 
goals  in  the  disparate  areas  of  education  and  training,  the  environment, 
science  and  technology  and  other  priorities  is  the  general 
responsibility  of  the  Office  of  Management  and  Budget. 

PERFORMANCE  MEASURES 

Mr.  Porter:   Under  the  Government  Performance  and  Results  Act, 
each  of  your  departments,  as  well  as  the  other  cabinet  agencies,  are 
required  to  develop  performance  measures.   Recent  studies  have  indicated 
that  there  are  many  programs  that  serve  the  same  population.   HHS,  the 
VA  and  DOL  all  run  hospitals;   HHS  (in  Head  Start)  and  Education  (in 
Special  Education)  provide  services  to  disabled  pre-school  students; 
Labor,  HHS,  Education,  the  VA  and  others  provide  job  related  training. 
There  are  many  other  examples. 

Are  there  any  institutional  mechanisms  that  assure  that  agencies 
will  develop  compatible  measures  of  performance  so  that  program 
effectiveness  can  be  compared  across  agencies? 

Ms.  Metzler:   Several  years  ago,  the  Department  of  Labor 
participated  in  several  inter-agency  Task  Groups  established  by  OMB  to 
develop  common  and  agency-specific  performance  measures  for  use  in 
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audited  financial  statements.   Although  there  was  an  attempt  to  develop 
common  measures  in  common  functions,  that  experience  showed  the  inherent 
difficulty  involved  in  establishing  common  results-oriented  performance 
measures  due  to  the  diversity  in  missions  of  the  various  agencies .   The 
most  productive  work  of  the  Task  Groups  was  the  initial  effort  in 
developing  agency-specific  performance  measures  which  were 
constructively  criticized  by  the  Task  Group  for  overall  reasonableness . 
Most  of  these  agency- specific  measures  are  still  reported  in  our  Annual 
Consolidated  Financial  Statement. 

COST  OF  SUPPORT  FUNCTIONS 

Mr.  Porter:   As  I  mentioned  in  my  opening  statement,  there  are 
many  similarities  in  the  functions  carried  out  by  your  three 
departments.   You  all  are  involved  in  transferring  funds,  with 
programmatic  specifications  attached,  to  other  units  of  government  or  to 
non-profit  (and  occasionally  for-profit)  entities.   Have  you  done 
studies  to  determine  the  cost  of  issuing  grants,  of  disbursing  funds  and 
similar  administrative  activities?   Are  there  significant  differences  in 
costs  and  why  do  they  exist? 

Ms.  Metzler:   Yes,  we  have  done  some  such  studies.   For  example, 
we  have  compared  our  payroll  services  costs  with  those  provided  by  other 
agencies  and  believe  that  we  compare  quite  favorably  with  them. 

There  are  services  for  which  we  believe  it  is  more  economical  to 
contract  with  other  agencies  rather  than  to  create  our  own  capability. 
The  Labor  Department  has  cross -servicing  arrangements  with  the 
Department  of  Health  and  Human  Services  for  issuing  grants  through  its 
Grants  and  Contracts  Management  Information  System  (GCMIS)  and  with  the 
Air  Force  for  personnel  services  through  its  PERMIS  system. 

MANAGEMENT  INFORMATION 

Mr.  Porter:   All  large  institutions  must  have  a  regularized 
process  to  measure  and  report  to  top  management  on  a  day-to-day,  week- 
to-week  and  month- to -month  basis  the  progress  the  institution  and  its 
components  are  making  toward  meeting  their  missions. 

Can  you  describe  for  the  subcommittee  the  mechanisms  within  your 
departments  to  assure  that  top  management,  including  the  Secretary,  have 
current  information  on  the  progress  being  made  to  implement  your 
missions? 

Ms.  Metzler:   At  the  Labor  Department,  we  have  made  a  concerted 
effort  to  make  sure  that  Departmental  priorities  are  communicated  to  all 
staff  who  are,  in  turn,  empowered  to  attain  those  objectives.   At  the 
same  time  this  information  is  going  down  the  organization,  we  have  set 
up  mechanisms  by  which  progress  toward  these  goals  is  communicated  up 
the  organization.   As  I  point  out  in  my  opening  statement,  the  Secretary 
has  a  Performance  Agreement  with  the  President  which  communicates  the 
outcomes  we  expect  to  achieve  within  the  year.   In  turn,  each  Assistant 
Secretary  has  a  Performance  Agreement  with  the  Secretary  in  which 
outcomes  for  the  year  are  spelled  out.   Accomplishments  against  these 
agreements  are  tracked  on  a  quarterly  basis.   At  the  Labor  Department, 
we  view  these  Performance  Agreements  as  a  precursor  to  the  agency 
performance  plans  required  under  the  Government  Performance  and  Results 
Act. 

Also,  the  Department's  Chief  Financial  Officer  conducts  quarterly 
financial  review  meetings  in  which  progress  toward  budget  execution 
goals  is  scrutinized.   Employment  trends  and  spending  activity  are 
analyzed  on  an  agency- by- agency  basis  and  individual  meetings  with 
agency  officials  and  the  CFO  are  conducted  to  discuss  the  analysis. 
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Specific  problem  areas  flagged  for  the  attention  of  senior  Departmental 
officials .   The  results  of  these  meetings  are  presented  to  senior 
officials  on  a  quarterly  basis. 

Mr.  Porter:  Budget  execution,  progress  in  resolving  identified 
material  weaknesses  and  resolving  findings  by  the  Inspectors  General  are 
three  critical  management  activities.   What  regular  reports  are  provided 
to  the  Secretary  on  these  matters  and  what  is  the  role  of  your  offices 
in  this  reporting  regimen? 

Ms.  Metzler:   As  I  mentioned  in  my  previous  response,  status 
reports  on  budget  execution  are  issued  after  quarterly  meetings  with 
each  major  DOL  agency.   The  most  significant  OIG  audit  findings  (and 
material  weaknesses  identified  by  management)  are  reported  as  material 
weaknesses  in  the  Secretary's  Federal  Managers'  Financial  Integrity  Act 
(FMFIA)  report  to  Congress  made  in  December  of  each  year.   The  Secretary 
also  receives  the  status  of  corrective  actions  to  these  material 
weaknesses  in  the  May  and  November  Semi-annual  Management  reports  to 
Congress  on  audit  resolution.   These  reports  are  compiled  by  the  Office 
of  the  Chief  Financial  Officer  in  consultation  with  DOL  agency  staff. 
The  FY  1996  shutdowns  resulted  in  some  deviation  from  this  routine 
reporting  to  the  Secretary,  but  the  reporting  will  continue  as  outlined 
above  in  the  future . 

ROLE  OF  INSPECTOR  GENERAL'S  FINDINGS 

Mr.  Porter:   In  preparing  your  budget  request,  do  you  offset  the 
request  for  funds  by  the  amounts  of  any  claimed  savings  of  the  IG  which 
have  been  agreed  to  by  management?   Can  you  give  examples  of  these 
offsets  in  the  President's  FY  1997  request? 

Ms.  Metzler:   No,  we  do  not  offset  our  budget  requests  for  the 
amount  of  funds  recovered  by  Inspector  General  audits .   There  are  two 
options  regarding  the  use  of  funds  that  have  been  recovered  as  a  result 
of   misuse.   First,  if  a  collection  is  made,  these  funds  are  restored  to 
the  program  agency's  unobligated  balances  for  the  year  in  which  the 
funds  were  obligated.   If  the  obligation  is  five  years  or  older,  the 
funds  are  returned  to  the  Treasury  Department  miscellaneous  receipts 
account 

For  normal  salaries  and  expenses  (S&E)  funds,  an  agency  has  the 
authority,  according  to  the  National  Defense  Authorization  Act,  Public 
Law  101-510,  commonly  known  as  the  "M"  Account  Legislation,  to  obligate 
these  funds  for  up  to  five  years  if  there  is  a  legal  and  binding 
contract.   At  the  end  of  the  fifth  year,  all  funds  are  returned  to  the 
Department  of  Treasury's  General  Fund.   Historically,  the  CFO's  office 
has  not  tracked  these  types  of  funds . 

The  other  area  involves  "Entitlement  Funds"  which  would  include 
programs  such  as  Black  Lung  and  FECA.  Fraudulent  claims  are  collected 
through  the  Department  of  Justice  and  forwarded  to  Labor  by  means  of  a 
"lock  box  system".  From  there,  they  are  then  returned  to  the  trust 
fund.  While  the  returned  funds  add  to  the  trust  fund  balance,  they  do 
not  automatically  increase  the  program's  spending  authority. 

Mr.  Porter:   Do  groups  within  your  agencies  that  project  spending 
for  trust  fund  or  entitlement  programs  take  savings  claimed  by  the  IG 
into  consideration  in  projecting  costs  for  the  current  and  subsequent 
fiscal  years?   Again,  can  you  give  examples? 

Ms.  Metzler:   As  I  mentioned  my  previous  response,  fraudulent 
claims  are  collected  through  the  Department  of  Justice  and  forwarded  to 
Labor  by  means  of  a  "lock  box  system"  where  they  are  then  returned  to 
the  trust  fund. 
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RESOLUTIONS  OF  AUDITS  AND  FUNDS  PUT  TO  BETTER  USE 

Mr.  Porter:   I  notice  that  in  each  of  your  Inspector  General's 
reports  that  I  reviewed,  there  remain  substantial  unresolved  audits  and 
disputes  over  funds  put  to  better  use.   Often  the  reports  and  findings 
that  are  resolved  represent  only  a  very  small  portion  of  the  total 
outstanding  and  unresolved  IG  findings.  Can  each  of  you  discuss  the 
reasons  for  this  delay,  the  impact  of  the  failure  to  resolve  issues  and 
how  this  gap  between  IG  identified  problems  and  management  resolution 
can  be  resolved.   If  the  problem  is  resources,  should  we  not  be  putting 
additional  resources  in  management  rather  than  the  IGs? 

Ms.  Metzler:   The  Department  has  not  noted  any  significant 
increase  in  the  number  of  outstanding  and  unresolved  audits .   Many  of 
the  recommendations  made  by  the  Office  of  the  Inspector  General  require 
corrective  actions  over  an  extensive  period  of  time- -particularly  for 
those  recommendations  that  require  the  development  and  implementation  of 
ADP  and/or  management  systems . 

Numerous  other  recommendations- -including  most  recommendations 
relating  to  disputes  over  putting  funds  to  better  use- -involve  third- 
party  grantees  including  state  and  local  governments.   In  many  cases, 
fund  recoveries  are  dependent  upon  lengthy  due  process  that  must  be 
given  by  statute  to  our  grantees.   The  Department  does  not  believe  that 
the  time  gap  between  IG- identified  problems  and  management  resolution  is 
unduly  long.   If  a  major  problem  affecting  program  and  fund  integrity 
were  to  be  identified  in  the  audit  process,  both  the  Department  and  the 
Inspector  General  would  work  together  to  seek  prompt  resolution  of  the 
problem. 

MANAGEMENT  STRUCTURE 

Mr.  Porter:   While  your  three  departments  are  quite  similar  in 
that  they  are  heavily  involved  in  the  distribution  of  federal  grants 
other  units  of  government  and  to  not-for-profit  organizations,  your 
agencies  have  different  management  structures.   In  HHS  all  management 
functions  are  vested  in  one  assistant  secretary,  while  in  Labor  and 
Education  there  is  a  CFO  but  budget  is  separate.   Can  each  of  you 
discuss  the  justification  for  such  differences? 

Ms.  Metzler:   At  the  Labor  Department,  we  have  a  management 
structure  in  which  management  responsibilities  are  shared  between  the 
Office  of  the  Assistant  Secretary  for  Administration  and  Management  and 
the  Office  of  the  Chief  Financial  Officer.   We  are  aware  that  our 
Inspector  General  does  not  believe  that  our  current  organizational 
structure  allows  us  to  carry  out  the  responsibilities  prescribed  by  the 
Chief  Financial  Officers  Act.   We  differ  with  our  IG  on  this  issue  as  it 
is  our  belief  that  there  is  no  one  correct  organizational  structure  that 
fits  all  Federal  agencies.   We  have  had  good  success  with  our  current 
structure  and  believe  that  the  fact  that  we  are  a  leader  among 
government  agencies  in  the  area  of  financial  management  is  attributable 
in  part  to  this  structure. 

By  the  same  token,  we  wish  to  work  with  the  Committee  to  satisfy 
its  concerns  in  this  area.   As  a  result  of  additional  responsibilities 
placed  upon  CFOs  by  recent  legislation  (e.g..  Government  Performance  and 
Result  Act,  Government  Management  Reform  Act  and  the  Information 
Technology  Management  Reform  Act) ,  OMB,  in  consultation  with  the  CFO 
Council,  has  recently  issued  new  guidelines  on  implementation  of  the  CFO 
Act.   We  will  be  reviewing  our  current  organizational  structure  and 
submitting  a  plan  to  OMB  which  details  the  approach  we  propose  to  take 
to  fully  implement  our  financial  management  responsibilities  and  allow 
us  to  remain  a  leader  in  this  area.   We  will  keep  the  Committee  fully 
apprised  of  developments  as  we  undertake  this  review. 
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What  follows  is  a  brief  history  of  the  evolution  of  the  Office  of 
the  CFO  at  the  Labor  Department.   Before  1990,  the  Office  of  the 
Assistant  Secretary  for  Administration  and  Management  included  the 
Office  of  the  Comptroller.   The  Office  of  Budget,  with  its  budget 
formulation,  budget  execution  and  Working  Capital  Fund  management 
responsibilities  was  part  of  the  Office  of  the  Comptroller.   With  the 
passage  of  the  Chief  Financial  Officers  Act,  the  Office  of  the 
Comptroller  became  the  Office  of  "the  Chief  Financial  Officer.   The 
Office  of  Budget  remained  within  the  Office  of  the  Chief  Financial 
Officer.   Although  the  new  office  was  no  longer  a  unit  within  the  Office 
of  the  Assistant  Secretary  for  Administration  and  Management,  the 
Assistant  Secretary  for  Administration  and  Management  served  as  both  the 
Assistant  Secretary  for  Administration  and  Management  and  as  the  Acting 
Chief  Financial  Officer.   The  Comptroller  became  the  Deputy  Chief 
Financial  Officer  responsible  for  the  operations  of  the  new  office.   In 
1994,  a  determination  was  made  that  the  Office  of  the  Chief  Financial 
Officer  would  become  separate  from  the  Assistant  Secretary  for 
Administration  and  Management  and  headed  by  a  Chief  Financial  Officer. 

The  Deputy  Secretary  decided  that  the  budget  formulation  and 
justification  responsibilities  of  the  Office  of  Budget,  OCFO,  should  be 
transferred  to  the  Office  of  the  Assistant  Secretary  for  Policy.   Some 
Office  of  Budget  responsibilities  for  budget  execution  and  Working 
Capital  Fund  management  were  to  have  been  retained  by  the  Office  of  the 
Chief  Financial  Officer.   Although  approved  by  OMB  and  the  Congress,  the 
transfer  was  never  officially  completed. 

In  1995,  as  a  result  of  a  changing  budget  environment  and 
structural  considerations  within  the  Department,  it  was  decided  that  the 
budget  formulation  and  justification  responsibilities  of  the  Office  of 
Budget  would  be  more  productively  aligned  with  the  management  functions 
of  the  Office  of  the  Assistant  Secretary  of  Administration  and 
Management . 

Mr.  Porter:   During  the  lengthy  period  of  continuing  resolutions 
and  shutdowns,  there  were  substantial  differences  in  the  way  your 
departments  interpreted  guidance  and  functioned  during  this  period.   Did 
your  difference  in  structure  cause  this  difference? 

Ms.  Metzler:   While  I  am  sure  there  were  some  minor  differences  in 
the  way  the  different  departments  operated  under  the  numerous  continuing 
resolutions  and  the  two  shutdowns,  the  Department  of  Labor  was 
consistent  with  the  OMB  guidance.   The  Department's  shutdown  plans  were 
reviewed  by  OMB.   The  methodologies  used  to  determine  f landing  levels  and 
operations  during  the  continuing  resolutions  were  also  reviewed  and 
coordinated  with  OMB. 

The  DOL  Office  of  the  Solicitor  reviewed  agency  proposals  for 
continued  operations  during  a  shutdown  to  provide  consistency  throughout 
the  department  to  ensure  continuity.   The  Solicitor's  office  also 
provided  guidance  for  the  uniqueness  of  agencies  as  well.   For  example, 
PWBA,  MSHA,  and  OSHA  are  similar  in  that  they  are  charged  with  worker 
protection,  however,  the  operations  of  each  were  different.   MSHA  had 
over  880  inspectors  working  during  the  funding  lapse.   OSHA  and  PWBA  had 
skeletal  staffs  on  hand  to  respond  to  emergency  situations  that  may  have 
arisen. 

CHIEF  FINANCIAL  OFFICER 

Mr.  Porter:   Could  each  of  you  describe  the  functions  of  the  Chief 
Financial  Officer  and  how  this  office  should  relate  to  this 
Subcommittee? 
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Ms.  Metzler:   The  Secretary's  Order  which  delegates  authority  and 
outlines  the  responsibilities  for  implementing  the  Chief  Financial 
Officers  Act  explicitly  assigns  to  the  Department's  CFO  the  legislative 
responsibilities  specified  in  the  Act.   It  identifies  six  major 
functional  groupings  that  are  under  the  jurisdiction  of  the  CFO, 
including:   accounting  and  financial  policy;  external  reporting;  central 
financial  programs;  financial  systems;  budget  execution;  and 
administrative  programs  for  financial  management.   We  believe  that  the 
CFO's  relationship  with  the  Subcommittee  should  be  one  in  which  the  CFO 
provides  information  on  the  financial  status  and  the  integrity  of  the 
Department's  financial  systems  and  structure. 

OMB  has  recently  issued  guidance  on  the  responsibilities  related 
to  the  CFO  Act  and  the  Department  is  in  the  process  of  reviewing  that 
guidance . 

INNOVATION  IN  GRANTS  MANAGEMENT 

Mr.  Porter:   As  I  mentioned  in  my  opening  remarks,  one  primary 
mode  of  operation  of  your  departments  is  through  grants  and  contracts 
issued  to  other  entities  to  carry  out  a  specific  function.   I  know  the 
administration,  and  the  Vice  President,  has  been  particularly  interested 
in  improving  services  and  reducing  redundancies .   Can  you  describe  the 
major  innovations  that  have  occurred  in  the  procurement  functions  as  a 
result  of  this  emphasis? 

Ms.  Metzler:   At  the  Labor  Department,  some  of  the  major 
innovations  that  we  have  made  in  the  procurement  area  include  the 
following.   First,  we  have  initiated  the  Electronic  Commerce  Acquisition 
Automation  Project,  which  is  an  off-the-shelf  software  package  designed 
to  allow  the  exchange  of  procurement  information  such  as  solicitations, 
offers,  contracts,  purchase  orders,  invoices,  payments,  and  other 
contractual  documents  electronically  between  the  private  sector  and  the 
Federal  government.   In  implementing  this  system,  DOL  will  be  able  to 
streamline  the  procurement  function  and  related  administrative 
functions . 

Second,  we  have  expanded  our  credit  card  program  for  purchases 
under  $2,500  thereby  streamlining  the  procurement  process  and  placing 
the  buying  power  closer  to  the  originator. 

Third,  we  have  begun  performance-based  contracting  for  Job  Corps 
services  which  holds  contractors  responsible  to  agreed-upon  outcomes  and 
assures  a  minimum  standard  of  center  operations. 

Fourth,  we  have  begun  a  contractor  mentoring  program  in  the 
Employment  and  Training  Administration  (ETA)  to  expand  the  number  of 
contractors  available  to  operate  ETA  Job  Corps  facilities  and  to 
increase  competition.   The  Job  Corps  contractor  mentor /protege  program 
allows  the  protege  firm  to  assume  contractual  responsibility  for  other 
center  operations  gradually  after  successful  performance  under  the 
mentor  firm.   The  approach  effectively  expands  the  list  of  experienced 
competitors . 

Finally,  we  have  expanded  the  use  of  Alternative  Dispute 
Resolution  (ADR)  in  selected  ETA  procurement  disputes  to  test  the 
applicability  of  ADR  procedures  in  audit  resolution  and  debt  collection 
for  contracts  and  grants.   The  pilot  had  a  strong  evaluation  component 
and  results  indicated  that  all  parties  were  pleased  with  the  results. 

WORKING  CAPITAL  FUNDS 

Mr.  Porter:  HHS  has  recently  created  something  called  the  Program 
Support  Center  for  common  services  supplied  to  its  agencies.   Labor  has 
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a  Working  Capital  Fund,  and,  as  I  understand  it.  Education  has  nothing 
comparable.   Could  each  of  you  describe  why  you  have  taken  your 
particular  approach  to  providing  common  services  throughout  your 
department,  and  whether  you  have  considered  converting  to  the  mechanisms 
used  by  the  other  Departments? 

Ms.  Metzler:   The  Department  of  Labor's  Working  Capital  Fund  (WCF) 
is  a  no-year,  revolving  fund  which  is  used  to  finance  certain  services 
and  activities  of  the  Department  that  are  provided  on  a  centralized 
basis.   The  WCF  is  financed  through  advanced  reimbursements 
("assessments")  from  DOL  agencies.   The  WCF  finances  those  parts  of  the 
Office  of  the  Assistant  Secretary  for  Administration  and  Management,  the 
Office  of  the  Chief  Financial  Officer  and  the  Executive  Secretariat, 
which  provide  the  centralized  services.   Overall  responsibility  for 
developing  policies  affecting  the  management  of  the  WCF  is  handled  by 
the  Office  of  the  Chief  Financial  Officer.   We  feel  that  our  Working 
Capital  Fund  arrangement  allows  us  to  provide  centralized  administrative 
services  efficiently  by  avoiding  the  creation  of  duplicative  systems 
that  would  provide  services  common  to  all  DOL  agencies.   We  have  had 
this  arrangement  in  place  at  the  Labor  Department  for  many  years  and  are 
quite  pleased  with  its  performance. 

Mr.  Porter:   Services  provided  by  the  HHS  Program  Support  Center 
are  to  be  offered  on  a  competitive,  fee -for- service  basis.   But  are  the 
HHS  agencies  captive  customers?   Do  they  really  have  other  options  if 
they  feel  the  services  offered  by  the  Program  Support  Center? 

Ms.  Metzler:   As  this  question  is  directed  to  the  Department  of 
Health  and  Human  Services,  I  will  defer  my  response  to  Assistant 
Secretary  Callahan. 

Mr.  Porter:   We  have  been  hearing  complaints  from  individual  HHS 
agencies  that  services  have  gotten  more  expensive,  not  less,  with  the 
Program  Support  Center.   Do  you  think  this  is  a  fair  criticism,  and,  if 
so,  why  should  the  new  Center  be  more  expensive  to  operate? 

Ms.  Metzler:  Again,  this  question  is  directed  to  the  Department 
of  Health  and  Human  Services,  so  I  will  defer  my  response  to  Assistant 
Secretary  Callahan. 

LOAN  PROGRAM  ADMINISTRATION 

Mr.  Porter:   The  Education  Department  manages  an  enormous 
portfolio  of  guaranteed  student  loans;  HHS  manages  the  much  smaller  HEAL 
health  professions  loan  program.   Has  HHS  ever  considered  contracting 
with  the  Education  Department  to  operate  the  HEAL  program  in  order  to 
take  advantage  of  that  Department ' s  guaranteed  loan  expertise  and 
economies  of  scale? 

Ms.  Metzler:  I  will  defer  to  my  colleagues  from  the  Departments 
of  Education,  and  Health  and  Human  Services. 

USE  OF  FUNDS  FOR  ADVOCACY  OR  POLITICAL  PURPOSES 

Mr.  Porter:   Every  year  complaints  arise  concerning  the  possible 
misuses  of  Federal  funds  by  grantees  or  contractors.   The  complaints 
vary  from  year  to  year,  but  we  always  hear  them.   These  include  such 
things  as  the  use  of  funds  for  lobbying  purposed  or  political  campaign 
purposes.   As  part  of  management's  responsibility,  each  of  your 
departments  has  a  single  procurement  official  charged  with  assuring  the 
proper  use  of  funds . 
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Can  each  of  you  tell  us  what  procedures  are  in  place  in  your 
Department  to  ensure  that  Federal  funds  are  not  used  improperly  for 
lobbying  or  for  political  purposes? 

Ms.  Metzler:   To  ensure  that  Federal  funds  are  not  used  for 
lobbying  or  political  purposes,  the  Labor  Department  has  developed  and 
is  using,  a  "Grantee  Attestation  Form".   The  form  contains  a 
certification  clause  regarding  lobbying  activities  and  is  part  of  our 
new  Solicitation  for  Grant  Applications.   Applicants  must  complete  and 
submit  the  form  as  a  condition  for  receiving  new  funding  and  any 
subsequent  modifications  thereto. 

Mr.  Istook:   In  your  testimony,  you  mentioned  that  when  you  heard 
complaints  about  lobbying  activity  by  a  grantee,  you  referred  them  to 
the  IG  for  investigation.   Please  provide  the  committee  with  the  number 
of  such  referrals  you  have  made  since  1992,  with  a  break  down  by  year. 

Ms.  Metzler:   As  this  question  does  not  appear  to  be  directed  to 
the  Labor  Department,  I  will  defer  to  my  colleagues  from  the  Departments 
of  Education,  and  Health  and  Human  Services. 
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INTRODUCTION 

This  overview  document  summarizes  the  administrative  costs  and  staffing  for  the  entire 
Department,  including  Indian  Education.  The  funding  levels  and  full-time  equivalent  (FTE) 
employment  associated  with  the  Department  accounts  having  S&E  resources  are  shown  in 
charts  included  in  this  overview.  Greater  detail  on  the  funds  supporting  these  activities  is 
provided  separately  in  each  account's  justification  materials. 

MISSION  AND  GOALS 

The  Department  of  Education  was  created  in  1979  by  legislation  which  combined  the  Office  of 
Education  and  other  activities  from  the  Department  of  Health,  Education,  and  Welfare  and 
education  activities  from  a  half  dozen  other  agencies.   It  is  a  successor  to  the  first  non-cabinet 
level  Department  of  Education  which  was  created  in  1867  to  gather  educational  statistics. 

The  past  several  years  have  seen  a  reduction  in  the  number  of  programs  the  Department 
administers,  through  elimination  of  obsolete  programs  and  the  consolidation  of  others.   In  this  era 
of  streamlining,  the  Department  will  continue  to  do  more  with  less  in  1997  and  the  future.  It  will 
reinvent  the  way  it  does  business,  strengthen  and  improve  its  management,  and  continue  to 
exert  a  leadership  role  in  education. 

The  Department  of  Education  currently  plays  a  limited,  but  significant,  role  in  advancing  today's 
national  priorities  for  education  by: 

•  Gathering  statistics  and  serving  as  a  clearinghouse  of  good  ideas  and  best  practices  in 
education  from  around  the  Nation. 

•  Helping  students  and  their  families  pay  for  college. 

•  Supporting  efforts  by  local  communities,  schools  and  States  to  boost  student 
achievement,  including  that  of  disadvantaged  students. 

•  Preparing  students,  including  individuals  with  disabilities,  for  responsible  citizenship, 
further  learning,  and  successful  employment  in  a  changing  economy. 

•  Investigating  complaints  of  illegal  discrimination  in  education  and  ensuring  equal  access 
to  educational  opportunities. 

•  Providing  national  leadership  -  in  cooperation  with  States,  communities,  educators, 
parents,  and  the  private  sector  -  to  support  other  critical  strategies  to  improve 
education.  The  Department  is  currently  supporting  such  activities  as  promoting  student 
and  family  literacy,  family  involvement  in  learning,  greater  use  of  technology  in 
classrooms,  safe  and  drug-free  schools,  and  promising  innovations  like  charter  schools. 

To  accomplish  its  mission,  the  Department  has  adopted  a  strategic  plan  that  focuses  on  four 
priorities. 

1        To  help  all  students  reach  challenging  AEA  academic  standards  so  that  they  are 
prepared  for  responsible  citizenship,  further  learning,  and  productive  employment. 
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The  premise  of  this  priority  is  that  challenging  standards  for  AEA  academic  performance  must  be 
set  by  the  States  and  communities  -  not  the  Federal  government.  Initiatives  including  the  Goals 
2000:  Educate  America  Act;  the  Safe  and  Drug-Free  Schools  Act;  Improving  America's  Schools 
Act;  and  the  School-to-Work  Opportunities  Act,  will  provide  a  groundwork  to  implement  this 
priority. 

2.  Create  a  comprehensive  school-to-work  opportunities  system  in  every  State. 

This  priority  will  be  implemented  through  support  of  State  and  local  efforts  to  build  an  education 
and  training  system  that  will  help  all  youth  acquire  the  knowledge,  skills,  abilities,  and  labor- 
market  information  they  need  to  make  a  smooth  transition  from  school  to  career-oriented  work 
and  to  further  education  and  training. 

3.  Ensure  access  to  high-quality  postsecondary  education  and  lifelong  learning. 

The  Department  tries  to  provide  an  appropriate  combination  of  aid  to  meet  the  education 
financing  needs  of  students  at  all  income  levels  and  supports  programs  to  encourage  individuals 
to  obtain  further  education. 

4.  Transform  the  Department  into  a  high  performance  organization. 

The  internal  changes  being  made  in  the  Department,  designed  to  enable  it  to  meet  the  changing 
needs  for  national  leadership  and  efficient,  responsive  service  to  the  education  community,  are 
discussed  in  detail  in  the  following  sections  on  streamlining,  student  financial  aid  management, 
and  management  improvements. 

STREAMLINING 

The  challenge  of  transforming  the  Department  into  a  high-performance,  customer  focused 
organization  has  required  a  significant  change  in  the  way  the  Department  does  business. 
Reinvention  and  restructuring  efforts  are  designed  to  enable  the  Department  to  meet  this 
challenge  to  work  better  and  cost  less. 

The  Department  prepared  a  streamlining  plan  in  response  to  the  President's  commitment  to 
reduce  the  Federal  workforce  by  272,900  by  1999.  This  plan  meets  the  full-time  equivalent  (FTE) 
personnel  ceilings  for  1996  through  2006  established  by  the  Office  of  Management  and  Budget 
(OMB)  to  meet  the  Government-wide  staffing  cap  included  in  the  Workforce  Restructuring  Act 
and  reduces  overall  staff  12  percent  or  616  FTE  -  from  5,131  FTE  in  1995  to  4,515  FTE  in  2000. 
To  achieve  the  reductions  outlined  in  the  streamlining  plan,  the  Department  continues  to  focus  its 
restructuring  efforts  on  several  major  areas: 

•  reducing  managerial  layers  and  increasing  supervisory  ratios, 

•  decreasing  FTE  in  categories  targeted  by  the  National  Performance  Review, 

•  streamlining  organizational  structures  within  offices,  and 

•  reinventing  cross-cutting  Department  functions. 

While  most  of  the  Department's  organizational  structure  is  legislatively  determined,  there  is 
opportunity  for  moving  toward  a  leaner  and  more  flexible  structure  within  the  offices.  Some 
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examples  of  streamlining  and  restructuring  activities  currently  under  way  in  the  Department 
include  the  following: 

•  Elimination  of  the  politically  appointed  Assistant  Secretary  for  Management  position. 
Following  the  departure  of  the  last  Assistant  Secretary  for  Management  in  December, 
the  position  has  been  changed  to  a  career  SES  that  reports  to  the  Deputy  Secretary. 

•  Increased  use  of  the  "team  concept"  to  manage  reinvention  activities.  Teams  are  in 
place  to  implement  grants  reengineering,  monitoring  reform,  employee  evaluation 
improvement,  employee  training,  and  customer  service  standards  improvements. 

•  Redesigned  discretionary  grants  process,  which  will  shift  staff  time  and  resources  from 
the  labor  intensive  administrative  processes  involved  with  "getting  the  grants  out"  to  a 
focus  on  promoting  successful  project  outcomes  while  serving  customers'  needs. 
Reengineering  pilots  will  begin  in  the  Offices  of  Postsecondary  Education,  Special 
Education  and  Rehabilitative  Services,  and  Elementary  and  Secondary  Education. 

•  Reduction  and  simplification  of  regulations.   Under  the  Department's  new  "Principles  for 
Regulating,"  we  regulate  only  when  essential  to  meet  program  goals,  and  then  as 
flexibly  and  with  as  little  burden  on  States,  schools  and  teachers  as  possible.  Two  of 
our  most  significant  programs,  School-to-Work  and  Goals  2000,  have  been 
implemented  without  using  a  single  regulation.   In  addition,  every  single  Department 
regulation  will  be  reviewed,  and  unnecessary  ones  will  be  eliminated.  As  of  April  1, 
1996,  the  Department  has  eliminated  or  reinvented  986  pages  of  regulations, 
approximately  46  percent  of  the  Department's  total  pages  of  regulations. 

The  Department  also  used  the  authority  in  the  Federal  Workforce  Restructuring  Act  to  offer 
voluntary  separation  incentive  payments  (buyouts)  to  employees  in  both  1994  and  1995.   In 
1994,  the  buyout  was  open  to  all  employees  and  was  used  primarily  to  get  a  better  mix  of  staff 
with  the  skills  needed  to  implement  the  Department's  initiatives,  reduce  higher  grade  levels,  save 
money  in  the  long  run,  and  ease  the  process  of  reallocation  of  staff  resources  as  offices  revamp 
their  organizational  structures.   In  1995,  the  buyout  initially  was  targeted  to  managers  and 
supervisors  in  grades  13,  14,  15,  and  in  the  Senior  Executive  Service,  and  later  to  non- 
supervisory  employees  in  grades  14  and  above.  The  1995  buyout  was  used  to  help  the 
Department  comply  with  the  President's  Executive  Order  and  the  recommendations  of  the 
National  Performance  Review  to  reduce  staff  in  these  categories  and  eliminate  organizational 
layers,  thus  increasing  the  span  of  control  for  supervisors  from  the  current  ratio  of  approximately 
1:6  to  1:12.  The  Department  asked  approximately  250  of  the  employees  accepting  the  1995 
buyout  offer  to  delay  their  retirements  until  December  1996  to  allow  time  for  succession  planning, 
recruitment  of  replacements  where  necessary,  and  rearrangements  of  assignments. 

1997  BUDGET  REQUEST 

To  achieve  the  commitments  outlined  in  its  strategic  plan,  the  Department  is  requesting  a  total  of 
$505.7  million  in  discretionary  budget  authority  for  administrative  activities  in  1997.  Of  the  total 
discretionary  request,  $277.2  million  is  for  personnel  compensation  and  benefits,  and 
$228.5  million  is  for  non-personnel  items.  An  additional  $491  million  in  permanent  authority  is 
available  for  implementation  of  the  Federal  Direct  Student  Loan  program,  including 
$135.7  million  for  guaranty  agency  administrative  expense  allowances  for  the  Federal  Family 
Education  Loan  (FFEL)  program.  Excluding  these  non-Federal  activities,  the  total  discretionary 
and  mandatory  administrative  budget  is  $861  million. 
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The  salaries  and  expenses  request  amounts  to  about  2  percent  of  the  Department's  discretionary 
budget;  and  2.8  percent  of  the  Department's  total  budget,  including  all  mandatory  programs. 

The  largest  administrative  cost  is  providing  student  aid.  Of  the  total  costs  of  Federal 
administration,  $504.5  million,  over  59  percent,  is  for  management  of  the  programs  that  provide 
some  $42  billion  in  grants  and  loans  to  over  7  million  postsecondary  students.  The  bulk  of  this 
cost  is  contracts. 

The  following  chart  provides  a  breakdown  of  the  request  by  type  of  cost  for  running  all  of  the 
Department's  programs  and  activities. 


Department  of  Education  FY  1997 

Salaries  and  Expenses  Request 


Staffing 

The  1997  staffing  request  for  the  Department  is  4,613  FTE,  a  decrease  of  137  FTE  from  the 
1996  level  of  4,750  FTE.  This  reduction  supports  the  Department's  restructuring  efforts  outlined 
in  its  streamlining  plan  approved  by  OMB.  The  following  chart  is  a  summary  of  the  Department's 
FTE  reductions  from  planned  ceiling  levels  from  1993  through  2006. 
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Summary  of  FTE  Reductions 


1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000- 
2006 

Planned  Ceiling 

5,023 

5,090 

5,131 

4,750 

4,613 

4,580 

4,547 

4,515 

Sec  458,  HEA 
Direct  Loans 
Student  Aid  Mangt. 
Total 

31 
20 
51 

135 
.85 

140 

277 

69 

346 

302 
194 

496 

327 
193 

520 

327 
193 
520 

327 
193 

520 

324 
192 

516 

Student  Financial  Aid 
(Excluding  permanent 
appropriation) 

996 

993 

984 

805 

769 

763 

757 

752 

Non-SFA 

3,976 

3  877 

3  801 

3  449 

3.324 

3.297 

3,270 

3,247 

Within  the  overall  FTE  total  for  the  Department  in  1997,  there  is  an  increase  of  24  FTE  --  from 
496  in  1996  to  520  in  1997  --  for  staff  supported  under  Section  458  of  the  Higher  Education  Act 
(HEA),  which  funds  administrative  activities  for  Direct  Loans  and  other  student  aid  programs. 
Over  half  of  the  increase  results  from  a  change  in  payment  accounts  for  some  FFEL  and  student 
aid  management  FTE.   Prior  to  1994,  these  FTE,  which  continue  to  be  devoted  to  the  same 
activities,  were  supported  with  discretionary  funding.  Nearly  1,300  FTE,  approximately  28 
percent  of  the  Department's  total  FY  1997  FTE,  will  be  devoted  to  direct  management  of  the 
student  financial  aid  programs.  The  bulk  of  these  employees  --  almost  70  percent  --  work  on 
student  aid  delivery  and  training  or  gatekeeping  and  oversight,  with  most  of  the  remainder  - 
slightly  over  23  percent  --  devoted  to  loan  servicing  and  default  management  activities.  Over  130 
FTE  supported  with  FFEL  funds,  for  example,  are  involved  in  FFEL  defaulted  loans  collection. 
The  payroll  costs  of  the  staff  are  paid  for  through  three  appropriations  --  Program  Administration, 
FFEL,  and  Section  458. 

Outside  of  the  student  aid  area,  staffing  levels  will  be  reduced  in  1997  by  125  FTE,  to  3,324  FTE. 
This  will  be  accomplished  through  the  streamlining  efforts  previously  described.   In  addition, 
some  staff  will  be  reassigned  to  high-priority  initiatives  such  as  School-to-Work,  the  Technology 
Initiative,  and  the  "Gateway  to  ED"  program,  which  is  designed  to  provide  to  the  Department's 
customers  a  single  point  of  contact  for  program  and  grant  information. 

As  shown  in  the  following  chart,  approximately  31  percent  of  the  Department's  staff  are  located  in 
10  regional  offices  (Boston,  New  York,  Philadelphia,  Atlanta,  Chicago,  Dallas,  Kansas  City, 
Denver,  San  Francisco,  and  Seattle).  Most  of  these  employees  are  assigned  to  the  Offices  of 
Postsecondary  Education,  the  Inspector  General,  or  Civil  Rights  where  they  conduct  reviews  of 
lenders,  institutions,  and  guaranty  agencies  participating  in  the  student  financial  aid  programs; 
collect  the  debt  associated  with  defaulted  student  loans;  conduct  audits  and  investigations  of 
Department  programs  and  operations;  investigate  civil  rights  complaints;  and  conduct  civil  rights 
compliance  reviews. 
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Personnel  Costs 

The  Department  will  spend  $305.8  million  in  1997  for  personnel  compensation  and  benefits 
(PC&B)  for  its  4,613  FTE.  This  amount  will  cover  built-in  cost  increases,  including  the 
annualization  of  the  1996  pay  increase,  the  proposed  Government-wide  January  1997  pay 
increase  of  3.1  percent,  within-grade  increases,  career  ladder  promotions,  and  the  Government's 
portion  of  employee  benefits. 

The  total  requested  for  PC&B  also  includes  Federal  contributions  to  both  the  Federal  Employees' 
Retirement  System  (FERS)  and  the  Civil  Service  Retirement  System  (CSRS),  as  well  as  the 
employer's  share  of  costs  for  health  insurance,  life  insurance,  Social  Security,  and  Medicare. 
These  costs  have  more  than  doubled  over  the  last  14  years,  from  an  average  of 
1 1  percent  of  an  employee's  salary  in  1983  to  an  estimated  24  percent  in  1997.   Employees 
covered  under  the  CSRS,  which  has  lower  agency  contributions  than  FERS,  have  been  retiring 
and  are  being  replaced  by  employees  subject  to  the  FERS,  which  has  higher  agency 
contributions.  The  higher  costs  primarily  result  from  the  required  matching  by  the  agency  of 
employee  contributions  to  the  thrift  savings  plan. 

Non-Personnel  Costs 

Monitoring 

The  Department  is  continuing  to  emphasize  program  monitoring  and  technical  assistance  to 
grantees.   However,  the  focus  has  been  shifted  from  compliance  to  performance,  from  narrow 
reporting  requirements  to  providing  flexibility  to  States  and  localities  in  raising  student 
performance.  An  initiative  to  use  "regional  service  teams"  that  cross  program  lines  in  the  Office 
of  Elementary  and  Secondary  will  cluster  expertise  to  eliminate  duplicate  functions  and  improve 
customer  services.  This  and  other  initiatives  will  allow  the  Department  to  make  the  most 
effective  and  efficient  use  of  the  $9.3  million  requested  for  travel  to  monitor  programs  other  than 
Direct  Loans  and  FFEL.  Another  $4.4  million  in  permanent  budget  authority  is  included  in  the 
travel  budget  for  Direct  Loans  and  FFEL  to  help  the  Department  manage  and  oversee  those 
programs. 
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Training 

In  1997,  the  Department's  request  for  Federal  staff  training  is  $6.4  million.  The  Department 
continues  to  reduce  staff  as  outlined  in  its  streamlining  plan.  As  a  result,  training  continues  to  be 
a  high  priority  for  the  Department's  remaining  employees.  The  Department  will  continue  to 
support  its  goal  of  transforming  the  Education  Department  into  a  "world  class  learning 
organization,"  by  focusing  on  training  in  the  areas  of  improved  teamwork,  customer  service, 
leadership,  process  improvement,  and  labor-management  partnerships.  Other  training  initiatives 
that  the  Department  plans  to  continue  are: 

•  an  ED-wide  automated  individual  development  planning  system  to  ensure  that 
employees  possess  the  skills  to  perform  their  jobs; 

•  communication  and  technology  -  areas  identified  as  critical  in  a  recent  training  needs 
assessment;  and 

•  expanded  career  counseling  for  employees  who  may  be  redeployed  to  other 
organizations  or  wish  to  leave  the  Department  as  a  result  of  anticipated  program 
reductions. 

Technology  and  Information  Systems 

Over  $366  million  -  66  percent  -  of  the  Department's  budget  for  the  non-personnel  costs  will  be 
used  to  provide  the  information  technology  services,  processing,  and  equipment  needed  to 
continue  high  levels  of  customer  service.  For  20  years,  the  Department  has  contracted  out  the 
processing  of  student  financial  aid  grants  and  loans  and  related  activities.  The  estimated  cost  in 
1997  for  ADP  services  for  student  financial  aid  management  is  $324.9  million,  92  percent  of  the 
Department's  total  request  for  ADP  services.  While  high  in  comparison  to  other  Department  of 
Education  administrative  costs,  it  is  low  when  compared  with  other  agencies  and  is  equal  to  less 
than  1  percent  of  the  student  aid  provided  through  the  Department's  programs.  (See  pages 
W-15  and  16  for  further  information.) 

In  the  non-student  aid  area,  the  request  includes  nearly  $21  million  to  maintain  ongoing 
operations  of  the  Department's  central  services  such  as  its  computer  network  operations. 

The  Department's  strategic  plan  calls  for  development  of  a  world-class  information  system  that 
will  enable  employees  to  perform  their  jobs  and  serve  their  customers  more  efficiently  and 
effectively.  The  three  main  goals  that  will  move  the  Department  forward  in  this  area  are: 

•  improving  the  management  of  information; 

•  providing  modem  technology  to  employees;  and 

•  expanding  public  access  to  educational  information. 
The  Department  plans  to  realize  these  goals  by: 

•  implementing  major  infrastructure  repairs  to  the  Department's  internal  communications 
network,  EDLAN, 
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•  purchasing  sufficient  numbers  of  new  computers  such  that  staff  will  have  more  efficient 
and  technologically  adequate  equipment  to  run  new  information  systems  such  as 
EDCAPS,  the  new  financial  management  system;  and 

•  expanding  its  World  Wide  Web  and  on-line  services  for  greater  and  simplified  access  to 
Education  materials  including  student  aid  applications. 

By  the  end  of  1997,  the  Department  will  have  upgraded  its  technical  infrastructure  to  a  modem 
environment  to  support  improved  information  services.  For  example,  the  Department's  World 
Wide  Web  home  page  (http://www.ed.gov/)  is  hailed  by  industry  and  users  alike  as  a  model 
information  source,  noted  for  its  excellent  organization,  reliable  information,  and  easy 
accessibility.  (See  copies  of  the  Department's  World  Wide  Web  home  page  on  pages  W-25  and 
W-26).  Through  use  of  the  web,  the  Department's  customers  will  be  able  to: 

•  easily  and  directly  acquire  grant  information,  student  aid  forms,  statistical  data,  and 
technical  assistance  materials; 

•  submit  statistical  information  to  the  Department  and  receive  customized  statistical 
reports; 

•  submit  student  financial  aid  applications. 

Usage  of  the  Department's  "on-line  library"  from  commercial  networks  (American  Online,  Prodigy, 
CompuServe,  etc.),  Internet  access  providers,  and  State  education  networks  has  tripled  in  the 
last  year.   In  February  1996  alone,  the  "on-line  library"  logged  1.8  million  accesses  from  more 
than  100,000  individuals  in  85  countries.  The  dramatic  increase  in  access  indicates  that  the 
on-line  library  is  reaching  its  target  audiences  -  teachers,  families,  and  communities  as  well  as 
colleges,  research  institutions,  the  Federal  government,  and  State  governments.  The  "Student 
Guide  to  Financial  Aid"  alone  is  accessed  more  than  15,000  times  per  month. 

The  new  electronic  means  of  communication  and  doing  business  with  the  Department's 
constituents  in  a  21st  century  technological  environment  will  increase  the  quality  of  information 
services  and  will  lead  to  eventual  cost  savings  for  both  the  Department  and  for  State  and  local 
education  agencies,  financial  institutions,  and  other  customers,  as  dependency  on  the  U.S. 
Postal  Service  and  on  the  generation  and  processing  of  paper  diminishes. 

Financial  Management 

The  Department's  budget  request  reflects  a  continuing  emphasis  on  improving  accounting  and 
financial  management.  The  Department  is  implementing  its  Financial  Management  Strategic 
Plan,  designed  to  improve  overall  financial  management.   Using  the  benefits  of  the  Department's 
increased  information  technology  capability,  the  Department  has  already  accelerated  the  process 
of  electronically  providing  funds  to  schools  to  make  financial  assistance  awards  to  students,  and 
providing  grant  recipients  with  electronic  access  to  their  financial  records  and  the  ability  to  submit 
reports  electronically. 

A  major  component  of  the  financial  management  plan  is  the  redesign  of  the  Department's 
financial  management  and  information  systems  to  integrate  the  payments,  grants  and  contracts, 
and  accounting  systems  into  one  system,  thus  improving  the  overall  financial  management  of  the 
Department's  programs  and  services  to  grantees.  The  budget  request  includes  $7.7  million  to 
continue  the  project.  Currently,  project  plans  are  being  finalized  and  initial  internal  training  has 
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begun.  The  entire  system  will  be  fully  functional  by  December  1997,  with  several  components  of 
the  system  operational  by  fall  of  1996. 

Departmental  Overhead  Expenses 

Departmental  overhead  expenses  cover  centralized  support  and  administrative  services  for  every 
program  and  staff  office  within  the  Department.   Included  in  this  category  are  costs  for  mail,  rent, 
staff  training,  services  provided  by  other  Federal  agencies  such  as  payroll  and  administrative 
payments  processing,  and  equipment.  In  1997  the  request  for  these  activities  is  $129  million. 

The  budget  request  includes  $37  million  for  rental  payments  to  GSA,  based  on  an  anticipated 
rate  increase  of  3  percent  and  a  reduction  in  the  amount  of  overall  office  space.  GSA  continues 
its  renovation  of  FOB-6.  Plans  call  for  ED  to  reoccupy  the  newly  renovated  headquarters  building 
in  late  1997  with  nearly  1 ,000  ED  staff  from  FOB-10B  and  600  staff  from  two  commercially 
leased  buildings.  The  reoccupation  is  estimated  to  save  Education  as  much  as  $2  million  a  year 
in  rent  costs  beginning  in  1998. 

The  budget  request  also  includes  $33  million  for  mail  costs.  Over  70  percent  of  the 
Department's  total  postage  costs  are  associated  with  the  mailing  of  student  financial  assistance 
materials,  including  direct  mailing  of  renewal  applications  for  Federal  student  aid  to  almost 
7  million  students  who  filed  application  data  the  previous  year.  The  request  also  covers  postage 
costs  for  program  grant  applications  and  a  variety  of  materials  and  publications  for  the  Family 
Involvement  Partnership  for  Learning. 

Telecommunications  costs  of  $10.1  million  are  also  covered  in  this  request.  These  funds 
support  the  Department's  local  and  long  distance  telecommunications  requirements  and  the 
Department's  toll-free  information  lines  such  as  1-800-4FEDAID,  which  provides  a  broad  range  of 
services  and  information  about  the  student  financial  aid  programs;  and  the  1-800-USA-LEARN 
(Gateway  to  ED),  which  serves  as  a  "one  stop  shopping"  link  between  the  Department  of 
Education  and  America's  schools,  teachers,  students,  parents,  and  communities.  The 
Department  also  supports  an  award-winning  home  page  on  the  World  Wide  Web  to  provide  on- 
line information  to  all  its  customers. 

The  request  for  $20.6  million  for  information  technology  for  centralized  services  and  management 
supports  maintenance  and  operation  of  the  Department's  primary  accounting  system  and  grants 
and  contracts  management  system  prior  to  conversion  to  the  new  EDCAPS  system  at  the  end  of 
1997;  the  central  host  ADP  processing  facility;  the  customer  service  center,  which  provides  ADP 
technical  assistance;  and  the  Department's  computer  network,  EDLAN.  The  Department  has 
recently  completed  the  connection  of  all  10  regional  offices  to  the  network.  Most  of  the  large 
technology  items  requested  in  the  budget  are  for  ongoing  ADP  services  such  as  student  aid 
application  processing. 

The  budget  request  includes  $4.2  million  for  interagency  agreements.  The  Department  relies 
heavily  on  other  Federal  agencies  to  provide  administrative  services.  Agreements  with  other 
agencies  include  items  such  as:  payroll  processing,  administrative  payments,  health  units  and 
services,  security  investigations,  and  guard  services. 
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STUDENT  FINANCIAL  AID  MANAGEMENT 

The  Department's  management  of  student  financial  assistance  programs  -  that  provide 
more  than  $42  billion  in  grants  and  loans  in  FY  1997  to  almost  7.3  million  students  at  over 
7,000  schools  -  uses  59  percent  of  the  Department's  administrative  budget,  or  $504.5  million. 
This  excludes  $135.7  million  in  Administrative  Expense  Allowances  to  FFEL  guaranty  agencies. 
Over  the  past  few  years,  the  Department  has  successfully  implemented  the  Direct  Student  Loans 
program;  improved  customer  service  capabilities  for  students,  parents,  and  schools;  and  made 
dramatic  increases  in  collections  on  defaulted  student  loans.   Building  on  these  successes 
through  continued  improvements  in  the  management  of  the  student  aid  programs  remains  one  of 
the  Department's  top  priorities. 

Student  financial  aid  management  activities  fall  into  the  following  four  general  categories: 

•  Student  aid  delivery  and  training 

•  Loan  servicing  and  default  management  and  collection 

•  Gatekeeping  and  oversight 

•  Policy  development 

Student  aid  delivery  and  training.    This  activity  encompasses  all  systems  and  activities  related 
directly  to  the  distribution  of  Federal  student  aid,  application  printing,  mailing,  and  processing; 
responses  to  inquiries  -  both  in  writing  and  by  phone  -  about  the  student  aid  programs; 
ongoing  training  for  financial  aid  staff  at  postsecondary  institutions;  and  the  operation  of 
disbursement  and  accounting  systems,  such  as  the  Direct  Loan  origination  system,  which 
provide  funds  to  students,  parents,  and  schools. 

More  specifically,  under  student  aid  delivery  and  training,  Department  staff: 

•  Oversee  and  manage  contracts  that  process  applications,  originate  and  track  Direct 
Loans,  and  process  and  track  student  aid  awards  and  subsidy  payments  to  FFEL  program 
participants.  Staff  also  work  with  these  contractors  to  develop  system  improvements  and 
innovations  such  as  the  Free  Application  for  Federal  Student  Assistance  (FAFSA) 
Express,  which  allows  students  and  parents  to  apply  for  aid  electronically. 

•  Provide  customer  support  and  technical  assistance.  The  Department  has  increased  staff 
at  the  Federal  Student  Information  Center,  resulting  in  faster  responses  to  the  almost 
2.3  million  inquiries  received  from  students,  parents,  and  schools  in  FY  1995. 

•  Provide  training  and  technical  assistance  for  school  financial  aid  administrators  on  site  and 
in  special  regional  training  laboratories.  This  training  is  provided  on  an  ongoing  basis  to 
address  changing  programmatic  requirements  and  respond  to  high  turnover  -  almost  30 
percent  annually  -  among  the  financial  aid  staff  at  colleges  and  other  institutions.  During 
FY  1995,  Department  staff  conducted  138  training  sessions  for  almost  13,700  non-Federal 
student  aid  administrators. 

Loan  servicing  and  default  management  and  collection.    These  activities  involve  all  interactions 
with  student  loan  borrowers  after  loans  have  been  originated.    For  Direct  Loans,  private 
servicing  contractors  inform  borrowers  of  their  repayment  options,  receive  and  process 
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payments,  answer  questions,  and  pursue  delinquent  accounts.   For  FFEL,  the  Department 
makes  in-school  interest  and  special  allowance  subsidy  payments  and  processes  default  claims 
from  guaranty  agencies.  The  Department's  Debt  Collection  Service  and  its  contractors  collect 
from  FFEL  defaulters  whose  loans  have  been  transferred  to  the  Department  by  guaranty 
agencies,  as  well  as  from  the  so-far  relatively  few  Direct  Loan  borrowers  who  have  gone  into 
default. 

Loan  servicing  and  default  management  and  collection  activities  primarily  focus  on  two  areas: 

•  Managing  Direct  Loan  servicing  contracts,  which  will  continue  to  grow  dramatically  over 
the  next  few  years  as  large  numbers  of  Direct  Loan  borrowers  begin  to  enter  repayment. 
(These  contracts  are  discussed  in  greater  detail  in  the  section  on  automated  data 
processing  contracts  on  page  W-16.) 

•  Servicing  defaulted  loan  accounts  under  both  FFEL  and  Direct  Loans.  Aggressive 
management  and  increased  reliance  on  collection  tools,  such  as  wage  garnishment  and 
Federal  income  tax  refund  offset,  have  resulted  in  a  five-fold  increase  in  Department 
collections  on  defaulted  loans  over  the  past  three  years.   In  FY  1995  alone,  the 
Department  collected  $862  million,  a  70-percent  increase  over  the  previous  year. 

These  major  increases  in  collections,  together  with  a  steady  decline  in  the  rate  of 
borrowers  going  into  default,  have  reduced  the  Department's  net  default  costs  --  that  is, 
default  costs  minus  collections  -  from  almost  $3  billion  in  FY  1991  to  less  than 
$500  million  in  FY  1995.  These  trends  are  shown  in  the  following  graph. 


Student  Loan  Default  Costs 


In  Billions 


1990 


1991 


1992 


1993 


1994 


1995 


1996 


1997 


Default  Costs  Collections  Net  Default  Costs 


NOTE:  Figures  for  FY  1996  and  FY  1997  are  estimates    Net  default  costs  equal  default  costs  minus  collections 
Collections  reflect  activity  by  both  the  Department  of  Education  and  FFEL  guaranty  agencies. 


W-11 


927 


SALARIES  AND  EXPENSES  OVERVIEW 


Gatekeeping  and  oversight.    This  activity  involves  Department  efforts  to  ensure  that  institutions 
participating  in  Federal  student  aid  programs  -  including  schools,  accrediting  associations, 
lenders,  private  service  contractors,  and  guaranty  agencies  -  meet  statutory  eligibility 
requirements  and  operate  in  accordance  with  all  statutory  and  regulatory  guidelines.  These 
activities  include  on-site  reviews,  financial  audits,  and  program  terminations. 

The  Department  is  currently  in  the  midst  of  a  major  initiative  to  streamline  institutional  review 
procedures  and  "crack  down"  on  schools  that  fail  to  meet  program  standards.  As  a  result  of 
these  efforts: 

•  852  program  reviews  were  conducted  in  FY  1995,  an  increase  of  37  percent  over  the 
previous  year. 

•  Over  1,500  recertification  reviews  were  conducted  in  FY  1995  as  a  part  of  a  multi-year 
effort  to  periodically  recertify  all  institutions  participating  in  Federal  student  aid  programs. 
As  a  result  of  these  reviews,  170  institutions  were  denied  recertification  and  another  331 
were  granted  only  provisional  certification  pending  their  future  performance. 

•  An  increasing  number  of  problem  schools  are  being  removed  from  the  student  aid 
programs.    During  1994  and  1995,  almost  650  schools  were  dropped  from  these 
programs,  the  most  ever  for  a  comparable  two-year  period.  Partially  as  a  result  of  these 
rigorous  enforcement  efforts,  default  rates  have  declined  steadily  in  recent  years. 

•  An  internal  policy  group  is  working  to  reduce  burdensome  regulatory  requirements  for 
schools  that  have  consistently  demonstrated  a  high  level  of  performance  in  administering 
Federal  student  aid.  The  Department  will  be  working  closely  over  the  next  few  months 
with  higher  education  associations  and  individual  institutions  both  to  develop  criteria  for 
identifying  high-performing  schools  and  to  establish  the  more  flexible  regulatory  structure 
under  which  these  schools  would  operate. 

Policy  development.    Activities  in  this  area  include  development  and  implementation  of  new 
policy  initiatives  to  improve  program  performance,  research  and  analysis  in  support  of  these 
initiatives,  outreach  with  higher  education  associations  and  institutions,  and  development  and 
periodic  revision  of  program  regulations.  Funding  for  this  area  supports  staff  and  technical 
support  contracts. 

Administrative  Expense  Allowances  (AEA).  In  addition  to  paying  for  Federal  administrative  costs 
in  the  four  categories,  a  non-Federal  activity  -  administrative  expense  allowances  for  FFEL 
guaranty  agencies  -  accounts  for  $135.7  million,  or  21  percent,  of  the  total  funds  requested  for 
student  aid  management  for  FY  1997.  These  allowances,  which  are  paid  from  funds  authorized 
under  Section  458  of  the  HEA,  are  calculated  using  a  formula  established  annually  by  the 
Secretary.    For  FY  1997,  we  are  assuming  that  allowances  will  equal  85  percent  of  new  loan 
volume  guaranteed  by  each  agency,  which  is  the  formula  included  in  the  congressional  FY  1996 
appropriations  bills.  (Because  the  AEA  formula  is  subject  to  the  Secretary's  discretion,  a 
different  policy  may  be  announced  later  in  1996  that  could  change  the  amount  needed  to  support 
these  payments.) 

Costs  for  managing  the  student  aid  programs  -  including  AEAs  -  will  total  $640.2  million  in 
FY  1997,  with  funding  split  among  three  sources:   1)  funds  appropriated  on  a  permanent  definite 
basis  under  Section  458  of  HEA  (which  account  for  roughly  76  percent  of  spending  in  this  area), 
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2)  general  Department  program  administration  funds  (17  percent  of  total  spending),  and  3)  a 
discretionary  administrative  appropriation  for  the  Federal  ^amily  Education  Loan  program 
(7  percent  of  total  spending). 

The  Department  will  devote  1 ,289  FTE  to  direct  management  of  the  student  aid  programs  in 
FY  1997,  a  decrease  of  12  FTE  from  the  FY  1996  level.  In  addition  to  these  FTE,  a  substantial 
number  of  additional  FTE  in  offices  across  the  Department  also  devote  significant  time  to  the 
management  of  the  student  aid  programs.  Staff  in  the  Office  of  the  Chief  Financial  Officer,  for 
example,  are  actively  involved  in  ensuring  that  student  aid  payments  are  processed  and  tracked, 
as  well  as  ensuring  compliance  with  the  Credit  Reform  Act  of  1990  and  other  government 
financial  and  accounting  requirements  that  affect  the  student  aid  programs. 

Total  spending  for  each  of  the  categories  described  above  is  displayed  by  funding  source  in  the 
following  table. 


FY  1997  Student  Loan  Manaaement  Bv  Activity  and  Fundina  Source  (in  millions) 

Activity 

Section 
458 

Program 
Administration 

FFEL 

Federal 

Administration 

Total 

Student  Aid  Delivery  and  Training 

$143.3 

$63.9 

$6.7 

$213.9 

Loan  Servicing/Default 
Management 

149.3 

15.5 

30.0 

194.6 

Gatekeeping  and  Oversight 

53.7 

16.7 

9.0 

79.4 

Policy 

90 

6.5 

.9 

16.4 

Administrative  Expense  Allowances 

135.7 

0 

0 

135.7 

Total 

$491.0 

$102.6 

$46.6 

$640.2 

Five-Year  Trends  in  Student  Aid  Management  Costs 

The  Federal  student  financial  aid  programs  are  intended  to  broaden  access  to  higher  education 
for  all  Americans.  Over  the  past  few  years,  the  amount  of  aid  distributed  through  these 
programs,  and  the  number  of  students  and  parents  who  benefit  from  them  have  increased 
dramatically.  Correspondingly,  the  cost  of  managing  the  student  aid  programs  has  also 
increased  greatly  over  this  period.  See  table  below.  Despite  these  increases,  however,  the 
Department  continues  to  spend  less  than  2  cents  on  administrative  activities  for  every  dollar  of 
aid  distributed. 
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Federal  Student  Aid  Manaaement  Costs:   FY  1993-1998  ( 

in  millions^ 

FY  1993 

FY  1994 

FY  1995 

FY  1996 

FY  1997 

FY  1998 

Section  458 

$9.9 

$161.5 

$3827 

$4602 

$491.0 

$532 

Program 
Administration 

95.6 

109.3 

95.5 

84.7 

102.6 

105.3 

FFEL 

60.5 

69.9 

62.1 

30.1 

46.6 

48.0 

Total  Cost 

$166.0 

$340.7 

$540.2 

$574.9 

$640.2 

$685.3 

Increase  Over 
Previous  Year 

+33.2% 

+  105.2%' 

+58.5% 

+6.4% 

+11.3% 

+7% 

"  More  than  half  of  this  increase  results  from  the  payment  of  guaranty  agency  administrative  expense  allowances, 
which  had  previously  been  paid  from  mandatory  FFEL  subsidy  funds. 

The  bulk  of  these  increases  has  resulted  from  the  Student  Loan  Reform  Act  of  1993,  which 
created  the  Direct  Loan  program  and  required  that  guaranty  agency  AEAs  -  which  had 
previously  been  considered  a  subsidy  cost  -  be  paid  from  administrative  funds.  At  the  same 
time,  however,  higher  costs  in  this  area  also  reflect  the  impact  -  particularly  on  staff  costs  -  of 
other  major  legislation  as  well  as  substantial  increases  in  the  number  of  students  applying  for 
and  receiving  aid  and  major  improvements  in  the  Department's  customer  service,  data 
management,  and  default  collection  capabilities. 

These  increased  costs  -  many  of  which  are  not  directly  related  to  the  Direct  Loan  program  - 
have  been  almost  entirely  supported  with  section  458  funds.  Spending  from  the  other  two 
sources  of  student  aid  management  funds  -  Program  Administration  and  FFEL  discretionary 
administration  funds  --  actually  decreased  by  26  percent  from  FY  1993  to  FY  1996. 

A  major  reason  for  the  increase  in  student  aid  management  costs  in  recent  years  has  been  the 
growth  of  the  Direct  Loan  program  from  5  percent  in  AEA  academic  year  1994-95  to  nearly  40 
percent  of  overall  Federal  student  loan  volume  in  AEA  academic  year  1995-96.  Additional  costs 
result  from  the  continued  expansion  of  the  National  Student  Loan  Data  System  (NSLDS); 
development  and  implementation  of  the  wide-area  network,  which  has  tremendously  streamlined 
fund  and  data  transfers  between  schools  and  the  Department;  and  processing  improvements 
such  as  the  development  of  a  streamlined  renewal  form  for  students  and  parents  who  had 
previously  received  student  aid. 

While  costs  for  student  aid  management  are  expected  to  rise  more  slowly  in  the  future,  the 
continued  growth  of  both  overall  aid  volume  and  the  Direct  Loan  program,  as  well  as  the  ongoing 
implementation  of  new  technologies  such  as  NSLDS  and  the  wide-area  network,  have 
nonetheless  led  to  increases  of  6.4  percent  in  FY  1996,  and  to  a  projected  11.3  percent  increase 
in  FY  1997. 

Manaaement  Costs:  Over  64  percent  of  the  funds  requested  for  the  Federal  cost  of  student  aid 
management  in  FY  1997  supports  automated  data  processing  contracts.  Unlike  many  Federal 
agencies,  the  Department  of  Education  relies  heavily  on  private  contractors  rather  than  Federal 
employees  to  design  and  operate  its  major  computer  systems.  In  FY  1997  the  Department  will 
spend  $324.9  million  for  ADP  contracts  associated  with  student  aid  management,  a  39-percent 
increase  over  estimated  FY  1996  costs.  As  detailed  below,  this  increase  reflects  both 
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anticipated  increases  in  loan  origination  and  servicing  activity  associated  with  the  Direct  Loan 
program  and  a  broader  initiative  to  upgrade  Department  data  systems  and  move  to  fully 
implement  electronic  data  and  fund  transfer  technology  across  all  participants  in  the  student  aid 
programs. 

As  the  following  table  illustrates,  nearly  90  percent  of  the  funding  for  ADP  contracts  support 
either  student  aid  delivery  (41  percent)  or  loan  servicing  and  default  management  (47  percent) 
Almost  80  percent  of  the  funding  for  these  activities  comes  from  funds  authonzed  under  section 
458  of  the  HEA.  These  funds,  which  are  sometimes  thought  to  almost  exclusively  support  Direct 
Loan  activities,  are  actually  instrumental  in  the  Department's  overall  student  aid  delivery  and 
default  collection  efforts.  More  than  56  percent  of  the  funds  supporting  overall  student  aid 
application  processing  contracts,  for  example,  are  from  section  458.    The  National  Student  Loan 
Data  System,  which  is  used  for  eligibility  screening  and  data  analysis  across  the  student  aid 
programs,  is  funded  almost  entirely  through  section  458. 

Automated  Data  Processing  Contracts  By  Activity  fin  millions) 


Contract 

FY  1996 

FY  1997 

Policy 

Student 

Aid 

Delivery 

Gatekeeping 
/Oversight 

Loan  Servicing/ 
Default 
Management 

Total 

Direct  Loan 

Origination  and  Servicing 

$999 

$0 

$50  8 

$14  8 

$98  3 

S163  9 

Stafford/Perkins 

234 

00 

00 

00 

28  2 

28  2 

Multiple-Data  Entry 

24  4 

00 

28  7 

00 

00 

28  7 

National  Student  Loan  Data 
System 

214 

26 

53 

53 

132 

26  4 

Central  Processing 

15.6 

00 

184 

00 

00 

184 

Title  IV  Wide  Area  Network 

129 

1  6 

57 

32 

57 

162 

Federal  Student  Aid 
Information  Center 

11.0 

0 

11  9 

0 

30 

14  8 

Pell  Grant  Recipient 
/Management 

63 

0 

73 

8 

0 

8  1 

Postsecondary  Ed 
Participants  System 

44 

0 

0 

5  3 

6 

5  9 

EASI/ISAMS 

(Student  Aid  Data  System 
Improvement) 

20 

.1 

5 

1 

3 

1  0 

Other  Contracts 

120 

22 

54 

1  4 

42 

133 

Total 

$233  3 

$6  5 

$134  0 

530  S 

S1535 

S324  9 
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Although  the  Department's  spending  plan  for  student  aid  management  includes  more  than 
30  contracts  for  ADP  services,  over  95  percent  of  the  funding  in  this  area  is  devoted  to  the 
10  largest  contracts,  which  are  described  below. 

•  Direct  Loan  origination  and  servicing  contracts  ($163.9  million)  provide  loan  servicing 
support,  maintain  the  Department's  data  base  of  Direct  Loan  recipients,  provide  basic  and 
alternative  loan  origination  functions  for  schools  that  either  are  unable  or  unwilling  to 
originate  loans,  handle  billings  and  repayments,  and  assist  with  customer  service.  Two 
contracts  to  provide  these  services  are  currently  in  place:  Computer  Data  Systems,  Inc., 
of  Utica,  New  York,  and  Electronic  Data  Systems,  Inc.,  of  Mobile,  Alabama.  The 
64-percent  increase  in  costs  for  these  contracts  over  their  FY  1996  levels  reflects  both 
growth  in  overall  Direct  Loan  volume  and  increases  in  the  number  of  Direct  Loans  that 
have  actually  entered  repayment. 

•  Stafford/Perkins  data  services  ($28.2  million)  processes  default  claims  from  lenders  and 
guaranty  agencies  and  supports  the  defaulted  loan  collection  system.  This  system,  which 
is  run  by  E-Systems,  Inc.,  of  Greenville,  Texas,  is  integrated  across  all  loan  programs  to 
enhance  efficiency  and  lower  costs;  Perkins  loans  represent  roughly  10  percent  of 
estimated  costs  under  this  contract. 

•  Multiple  data  entry  (MDE)  and  central  processing  contracts  ($47.1  million)  input  and 
process  data  from  applications  for  Federal  student  aid  and  determine  student  eligibility 
and  award  levels.  A  recompetition  for  these  contracts  was  held  in  FY  1995,  with  awards 
going  to  the  American  College  Testing  Service  of  Iowa  City,  Iowa,  and  INET  of  Illinois,  as 
MDEs,  and  National  Computer  Systems  of  Iowa  City,  Iowa,  as  the  central  processor. 
One  of  the  goals  of  this  recompetition  was  the  introduction  of  new  optical  imaging 
technology  which  is  expected  to  streamline  application  data  entry.  While  start-up 
problems  with  elements  of  this  new  technology  have  led  to  processing  delays  for  the 
1996-1997  award  year,  the  Department  is  working  with  its  contractors  to  resolve  these 
problems  and  remains  confident  of  the  technology's  ultimate  benefits. 

•  The  National  Student  Loan  Data  System  (NSLDS1  ($26.4  million)  is  a  national  database 
of  award-level  information  on  loans  and  other  financial  aid  awarded  under  Title  IV  of  the 
Higher  Education  Act.    NSLDS  is  run  under  contract  with  E-Systems,  Inc.  of  Greenville, 
Texas.  Data  from  the  system  are  used  to  screen  student  aid  applications.  Through 
January  1996,  NSLDS  data  prevented  the  award  of  an  estimated  $230  million  in  aid  to 
applicants  who  were  in  default,  had  exceeded  statutory  loan  limits,  or  were  otherwise 
ineligible.  The  system  is  also  used  to  calculate  cohort  default  rates,  verify  the 
reasonableness  of  lender  and  guaranty  agency  billings  to  the  Department,  improve  the 
accuracy  of  budget  materials  and  cost  projections,  and  enhance  research  and  evaluation 
activities.  NSLDS  is  especially  important  because  of  the  historical  and  continuing  inability 
of  guaranty  agencies  to  supply  data  on  a  consistent  and  accurate  basis. 

•  Title  IV  Wide-Area  Network  ($16.2  million)  supports  electronic  telecommunications  linking 
lenders,  guaranty  agencies,  and  schools  with  the  Department  information  and  application 
processing  systems.    The  contract  for  these  activities  is  currently  held  by  National 
Computer  Systems  of  Iowa  City,  Iowa.  The  26-percent  increase  in  funding  for  this 
contract  over  FY  1996  reflects  its  key  role  in  the  Department's  comprehensive  effort  to 
fully  automate  the  transfer  of  all  student  aid  information  and  funding. 
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•  The  Federal  Student  Aid  Information  Center  ($14.8  million)  provides  a  toll-free  telephone 
service  (1-800-4FEDAID),  as  authorized  in  Section  483(d)  of  the  HEA,  for  the  public  to 
obtain  information  concerning  Federal  financial  assistance  to  students.  The  system 
processed  over  2.2  million  calls  in  FY  1995,  a  40-percent  increase  over  the  previous  year. 
National  Computer  Systems  of  Iowa  City,  Iowa,  which  holds  this  contract,  also  responds 
to  written  requests  for  information  and  assists  the  Department  in  preparing  a  range  of 
student  aid-related  correspondence.  The  FY  1 997  request  for  this  contract,  which 
reflects  a  35-percent  increase  over  the  FY  1996  level,  wSI  support  more  extensive 
customer  service  capabilities  that  will  further  enhance  the  Department's  ability  to  quickly 
respond  to  requests  for  information  from  students,  parents,  and  schools. 

•  The  Pell  Grant  Recipient/Management  Information  contract  ($8.1  million),  held  by  PRC, 
Inc.,  of  Reston,  Virginia,  will  obligate  and  track  Pell  Grant  awards  to  over  3.7  million 
recipients  in  FY  1997.  This  system  is  used  to  distribute  grant  funds  to  institutions,  which 
then  pass  them  on  to  individual  students;  to  monitor  spending  patterns  by  comparing 
institutional  disbursements  with  recipient-level  data;  and  to  prepare  a  broad  range  of 
management  information  and  accounting  reports. 

•  The  Postsecondarv  Education  Participants  System  (PEPS)  ($5.9  million)  supports 
Department  program  integrity  efforts  by  providing  detailed  information  on  all  institutions 
participating  in  Federal  student  aid  programs,  as  well  as  other  programs  authorized  under 
the  Higher  Education  Act.  Since  first  coming  on  line  in  FY  1995,  this  system,  which  is  run 
by  Madentech  of  Arlington,  Virginia,  has  been  an  integral  part  of  the  Department's 
improved  gatekeeping  activities.  The  FY  1997  request,  which  reflects  a  33  percent 
increase  in  funding  over  the  previous  year,  will  support  a  number  of  enhancements 
including  the  development  of  a  module  tracking  guaranty  agency  and  lender  data.  (Much 
of  this  development  work  is  being  done  under  a  separate  contract  with  Computer 
Business  Methods  of  Fairfax,  Virginia.) 

•  Easy  Access  for  Students  and  Institutions  (EASD/lnteorated  Student  Aid  Management 
System  (ISAMS)  ($1  million)  groups  together  a  number  of  individual  consulting  contracts 
supporting  ongoing  efforts  to  use  telecommunications  technology  to  facilitate  electronic 
data  and  fund  transfers  between  the  Department  and  students,  schools,  and  other 
participants  in  the  Federal  student  aid  programs.  During  the  next  few  years,  this  initiative 
is  expected  to  simplify  and  streamline  activities  currently  handled  by  a  number  of  the 
contracts  discussed  above,  including  the  MDEs,  central  processor,  and  Pell  Grant 
recipient/management  information  system.  The  Department  anticipates  that  these 
improvements  will  yield  substantial  savings  over  FY  1 997-2003. 

Other  Costs:  Apart  from  AEAs,  ADP  contracts  and  staff  costs,  the  Department  expects  to  spend 
$101.6  million  on  other  student  aid  management  activities  in  FY  1997.  As  the  following  table 
shows,  the  bulk  of  this  spending  would  support  fixed  costs,  such  as  rent  and  postage  and 
printing  for  student  aid  applications,  student  information  materials,  and  Dear  Colleague  letters. 
Other  costs  include  non-ADP  contracts,  which  involve  activities  such  as  materials  storage  and 
mailing,  assistance  in  analyzing  institutional  financial  statements,  and  skiptracing  services  to 
support  debt  collection  efforts;  and  interagency  agreements  that  provide  data  matching  services 
to  verify  the  social  security  numbers  and  immigration  status  of  applicants  for  student  aid. 
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Student  Aid  Management  -  Other  Costs  (in  millions^ 


Activity 

FY  1996 
Spending 

FY  1997 
Spending 

%  of  FY  1997 
Non-AEA  Spending 

Postage 

$23.2 

$24.3 

4  8% 

Non-AOP  Contracts 

12.6 

16.B 

3.7% 

Printing 

15.6 

16.1 

3.1% 

Rent 

11.5 

11.5 

2.2% 

Training 

96 

9.9 

1.9% 

Supplies  and  Equipment 

4.6 

68 

1.3% 

Travel 

5.6 

66 

1.3% 

Interagency  Agreements 

4.3 

4.1 

0.8% 

Other  activities 

3.1 

3.5 

0.6% 

Total 

$90.1 

$101.6 

20  1% 

MANAGEMENT  IMPROVEMENTS 

The  Department  has  made  significant  management  improvements  to  address  past  criticism  by 
the  Congress,  the  GAO  and  others.  The  Department  continues  to  rely  on  its  Executive 
Management  Committee  and  the  Reinvention  Coordinating  Council  to  discuss  and  resolve 
Department-wide  management  issues  and  promote  improvement.  A  Labor-Management 
Partnership  Council  also  has  been  established  that  provides  the  means  for  union  officials  and 
management  to  work  together  on  common  goals  and  initiatives.  Cross-cutting  teams  of 
employees  have  been  chartered  to  work  on  key  issues  such  as  training  and  development, 
performance  measurement,  the  performance  appraisal  process,  improving  customer  service 
standards,  and  redesigning  the  grants  process.  Increased  use  of  teams  has  created  flexibility  in 
handling  workload  as  resources  decline. 

The  following  steps  have  been  taken  to  revise  work  processes  and  functions: 

•  Development  of  a  strategic  plan  with  four  priorities  of  systemic  reform:    improving  the 
school-to-work  transition;  providing  challenging  AEA  academic  standards  for  students; 
ensuring  access  to  postsecondary  education  opportunities;  and  improving  the 
Department's  internal  management. 

•  Continuation  of  the  development  of  detailed  performance  indicators  for  programs  that  will 
be  used  as  tools  for  measuring  the  effectiveness  of  over  $30  billion  that  the  Department 
spends  each  year  on  education  programs. 

•  Improvement  of  customer  service  by  reducing  regulations  and  paperwork  in  new 
programs  such  as  Goals  2000,  which  is  operated  without  any  regulations  and  minimal 
paperwork,  and  Title  I,  where  regulations  have  been  dramatically  reduced. 
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•  An  increase  in  the  use  of  technology  both  within  and  outside  of  the  Department  to 
improve  productivity  by  providing  over  95  percent  of  Department  staff  with  access  to 
desktop  computers  and  LAN  connections,  and  to  improve  services  by  developing  on-line 
computer  systems  to  communicate  with  researchers,  teachers,  and  parents. 

•  Continuation  of  work  on  the  new  financial  and  information  management  system  to  be  fully 
implemented  by  1998,  that  will  integrate  the  Department's  accounting,  payment,  grant 
and  contract,  and  audit  tracking  systems  into  one  system,  thus  improving  the  financial 
management  of  the  Department's  programs.  The  first  portion  of  the  new  system  will  be 
implemented  this  fall. 

•  A  redesign  of  the  discretionary  grants  process,  which  will  eliminate  unnecessary  steps 
and  layers  of  review  through  the  consolidation  of  grant  and  program  staff;  full 
implementation  will  be  accomplished  by  the  end  of  1997. 

•  Reenoineering  of  the  Audit  Resolution  and  Oversight  process,  which  will  create  and 
maintain  dialogue  with  States,  improve  the  Single  Audit  Process,  and  coordinate  audits, 
monitoring  and  technical  assistance. 

•  Development  of  a  new  multi-input  employee  appraisal  system,  which  is  clearly  linked  to 
the  Department's  goal  of  transforming  the  Department  into  a  high  performance 
organization. 
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Budget  Authority  by  Account 
(in  $000s) 


ACTIVITY 

1995 

1996/1 

1997 
Request 

Change 
from  1996 

Program  Administration 

Office  for  Civil  Rights 

Office  of  the  Inspector  General 

Headquarters  Renovation 

Subtotal,  Department  Management 

Administrative  costs  funded  from  other  accounts: 

Vocational  and  Adult  Education 
(National  Institute  for  Literacy) 

Federal  Family  Education  Loans  (FFEL) 

Federal  Direct  Student  Loans  (permanent  authority)  2/  &  3/ 

College  Housing  and  Academic  Facilities  Loans 

Historically  Black  College  and  University  Capital  Financing 

Education  Research,  Statistics  and  Improvement 

(National  Education  Research  Priorties  and  Procedures  Board) 
(National  Assessment  Governing  Board) 

Subtotal.  Other  Accounts 

Indian  Education 

Total,  discretionary  (current  authority) 
Total,  mandatory  (permanent  authority) 

Subtotal,  Salaries  and  Expenses  (annual  accounts) 

Total,  Salaries  and  Expenses  


355,476  327,319  355,476  28.157 

58,236  55.451  60,000  4,549 

30,390  28,654  30,500  1,846 

0  7,000 0  (7,000) 

444,102  418,424  445,976  27,552 

4,862  4,869  5,000  131 

62,096  30,066  46,572  16,506 

283,565  460,000  491,000  31,000 

757  700  700  0 

346  166  104  (62) 


1,000 
2,995 


1,000 
2,880 


1,000 
3,000 


0 
120 


355,621 

3,468 


499,681 
2,500 


547,376 
3,300 


47.695 
800 


519,626   460,605   505,652 
283.565   460,000   491,000 


45,047 
31,000 


514.764        455,736        500.652  44,916 

803,191        920,605       996,652  76,047 


1/  The  1996  amounts  are  based  on  the  levels  provided  in  the  H  R  3019  tentative  conference  agreement. 

2/  Of  permanent  budget  authority  under  HEA,  Title  IV,  Section  458.  provided  for  administration  of  the  Federal  Direct  Student 
Loans  program  and  other  Federal  student  aid  programs,  obligations  in  FY  1995  were  $382,656  million  and  are  estimated 
to  be  $445  172  million  in  FY  1996 

3/  Obligations  for  Administrative  Expense  Allowances  to  non-Federal  guaranty  agencies  account  for  $220.7  millic  i  in  1995, 
$175  9  million  in  1996,  and  135.7  million  in  1997. 

Note:  A  chart  detailing  Section  458  Federal  administration  budget  authority  by  object  is  on  page  W  -  28 
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Department  of  Education 

Full-time  Equivalent  Employment  (Staff  Years)  by  Account 


ACTIVITY 


1995 


1996 


1997      I    Change    I 
Request  |  from  1996  | 


Program  Administration 

Office  for  Civil  Rights 

Office  of  the  Inspector  General 

Subtotal.  Department  Management 

FTE  funded  from  other  accounts: 

Vocational  and  Adult  Education 
(National  Institute  for  Literacy) 

Federal  Family  Education  Loans  (FFEL) 

Federal  Direct  Student  Loans 

College  Housing  and  Academic  Facilities  Loans 

Historically  Black  College  and  University  Capital  Financing 

Education  Research,  Statistics  and  Improvement 
(National  Assessment  Governing  Board) 
(National  Education  Research  Priorities  and  Procedures  Board) 

Appalachian  Regional  Commission  Programs 

Subtotal.  Other  Accounts 
Indian  Education 

Total.  Staffing 


2.852  2.769 
788  763 
338      328 


3.978 


3,860 


2.649  (120) 
745  (18) 
322 (6) 


3.716 


(144) 


13 

11 

10 

(1) 

446 

330 

315 

(15) 

322 

496 

520 

24 

8 

6 

6 

0 

2 

2 

1 

(1) 

10 

12 

12 

0 

0 

1 

1 

0 

2 

2 

2 

0 

803 

860 

867 

7 

35 

30 

30 

0 

4.816 

4,750 

4,613 

(137) 
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Department  of  Education 
Full-time  Equivalent  Employment  (Staff  Years)  by  Office 


Office 

1995 

1997 
1996   |  Request 

Change 
from  1996 

Postsecondary  Education 

Elementary  and  Secondary  Education 

Bilingual  Education  and  Minority  Languages  Affairs 

Special  Education  &  Rehab  Services 

Vocational  and  Adult  Education  1/ 

Educational  Research  and  Improvement  2/ 

Secretary 

Deputy  Secretary 

Under  Secretary 

General  Counsel 

Intergovernmental/lnteragency 

Legislation  and  Congressional  Affairs 

Management 

Chief  Financial  Officer 

Advisory  Councils 

Office  for  Civil  Rights 

Office  of  the  Inspector  General 

National  Institute  for  Literacy 

National  Assessment  Governing  Board 

Indian  Education 

Total,  Staffing 


1,423 

1,437 

1,416 

(21) 

204 

216 

192 

(24) 

43 

45 

44 

(D 

354 

347 

335 

(12) 

110 

114 

111 

(3) 

367 

360 

349 

(11) 

105 

100 

97 

(3) 

20 

20 

19 

(D 

142 

134 

129 

(5) 

109 

109 

107 

(2) 

104 

103 

98 

(5) 

24 

23 

22 

(1) 

300 

282 

269 

(13) 

320 

308 

298 

(10) 

7 

8 

8 

0 

788 

763 

745 

(18) 

338 

323 

322 

(6) 

13 

11 

10 

d) 

10 

12 

12 

0 

35 

30 

30 

0 

4,816  /3 


(137) 


1/  Includes  2  FTE  funded  by  the  Appalachian  Regional  Commission. 

2/  Includes  1  FTE  funded  by  the  National  Education  Research  Priorities  and  Procedures  Board  in  1996  and  1997. 

3/ Approved  FTE  level  for  1995  was  5,131;  actual  usage  was  4,816  FTE. 
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Department  of  Education 
Detail  of  Full-Time  Equivalent  Employment 


Executive  level  I 

Executive  level  II 

Executive  level  III 

Executive  level  IV 

Executive  level  V 

Subtotal 

Total  -  Exec.  Lev.  Sal. 

ES-6 

ES-5 

ES-4 

ES-3 

ES-2 : 

ES-1...„ 

Subtotal 

Total  -  ES  Salary 


AL 

AD 

GS/GM-15. 
GS/GM-14. 
GS/GM-13. 

GS-12 

GS-11 

GS-10 

GS-9 


GS-8 

GS-7 

GS-6 

GS-5 

GS-4 '. 

GS-3 

GS-2 

GS-1 

Subtotal 

Total  full-time  equivalent 

employment,  end  of  year. 

Full-time  equivalent  (FTE) 
usage 


1995 

1996 

1997- 

Actual 

Estimate 

Request 

1 

1 

1 

1 

1 

1 

11 

14 

14 

1 

1 

1 

14 

17 

17 

$1,662,900 

$2,010,000 

$2,010,000 

10 

10 

9 

15 

15 

14 

26 

26 

23 

8 

8 

7 

6 

6 

5 

15 

15 

15 

80 

80 

73 

$8,820,162 

$9,013,275 

$8,257,487 

2 

2 

2 

46 

46 

'46 

318 

310 

301 

516 

513 

498 

999 

958 

930 

1121 

1108 

1047 

337 

329 

332 

5 

4 

4 

323 

321 

314 

55 

52 

52 

408 

418 

425 

207 

198 

193 

225 

217 

205 

120 

118 

115 

45 

45 

45 

12 

12 

12 

2 

2 

2 

4,741 
4,835 


4,816 


4,653 
4,640 


4.750 


4,523 
4,590 


4,613 


Average  ES  level 

Average  ES  salary 

Average  GS/GM  grade- 
Average  GS/GM  salary. 


3.6 

3.6 

3.6 

$110,252 

$112,666 

$113,116 

10.8 

10.8 

10.8 

$49,544 

$50,422 

$52,197 
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US  Department  of  Education 


What  is  the  Department  of  Education?  Read  this  brief  introduction  to  leam  about  the  Department,  its 
mission  and  goals  for  American  education,  and  also  discover  some  of  the  special  features  that  this  Web 
site  has  to  offer. 
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What's  making  the  news  at  the  Department  of  Education?  Look  in  here  for  pointers  to  the  latest 
information  we've  added,  including:  announcements  of  new  funding  opportunities,  press  releases, 
transcripts  of  speeches  and  testimony  made  by  Secretary  Richard  Riley,  and  updates  on  current 
legislation  and  our  budget. 


^Guides 


If  you  are  a  teacher  or  a  researcher  you  have  specialized  information  needs  and  interests.  What 
resources  does  the  Department  make  available  especially  for  you?  The  answer  is  "lots!"  So  much,  in 
fact,  that  we  publish  two  books  about  what  we  have  to  offer  --  one  for  teachers  (Teacher's  Guide  to  the 
Department  of  Education)  and  another  for  researchers  (Researcher's  Guide  to  the  Department  of 
Education).  We're  also  starting  to  collect  links  to  ED-sponsored  Internet  resources  for  parents. 


*Money  Matters 


If  you're  interested  in  applying  for  a  grant  or  contract,  here's  information  you'll  need  to  know. 
Department  guidelines,  regulations,  and  funding  opportunities  are  available  here.  Interested  in  student 
financial  assistance?  That's  in  this  section  too.  If  ifs  about  money,  you'll  find  it  in  Money  Matters. 


^Secretary's  Initiatives 


What  are  the  programs  highlighted  by  the  Department?  You'll  find  information  and  publications  about 
our  major  initiatives,  including  Goals  2000.  School-to-Work.  Family  Involvement.  Technology.  D_ii££l 
Loans,  Flexibility  and  Waivers,  the  reauthorization  of  the  Elementary  and  Secondary  Education  Act 

Safe.  Disciplined,  and  Drug-free  Schools,  the  Individuals  with  Disabilities  Education  Act  (IDEA). 


^People  and  Offices 


Who's  who  at  the  Department  of  Education?  Check  the  Department's  organizational  chart,  which  leads  to 
information  about  program  offices,  organizational  units,  key  staff,  and  a  listing  of  programs  managed  by 
each  office.  You'll  also  find  where  we're  located  -  both  in  Washington  and  around  the  nation.  In 


W-25 


04/09/96  09:15:13 


941 


U.S.  Department  of  Education 

addition,  there's  a  searchable  phone  .directory  so  that  you  can  find  the  person  who  has  answers  you  need. 


^Programs  and  Services 


What  programs  does  the  Department  sponsor?  What  services  are  available  in  your  state?  Check  out  the 
new  dynamic  map  of  the  United  States  to  identify  resources  and  services  in  your  area.  Read  about  the 
Department's  major  program  themes  and  then  use  the  Guide  to  ED  Programs  to  lead  you  to  as  much 
detail  as  you  want  about  individual  programs. 


^Publications  and  Products 


Have  we  got  a  document  for  you!  You'll  find  the  full  text  of  many  of  our  publications,  all  marked-up  and 
ready  to  be  read  or  searched.  Other  documents  are  available  via  our  Gopher  system,  too. 


lOther  Sites 


In  addition  to  this  site,  there  are  many  educational  resources  available  online  around  the  world.  This 
section  provides  links  to  some  public  sites  of  interest  to  teachers,  students,  and  researchers.  We've  also 
put  together  a  list  of  Department-funded  or  affiliated  sites  and  services. 

^Search! 

Use  great  information  retrieval  tools  to  find  documents  at  this  site  or  elsewhere  on  the  Internet. 


fricks  o'  the  Month 


We  pick  three  great  resources  every  month  and  highlight  them  here  for  you.  Our  picks  are  taken  from 
three  broad  categories:  ED-affiliated  Internet  sites  elsewhere,  newly  available  documents  of  merit,  and 
new  selections  at  this  site  focusing  on  individual  ED  programs  and  offices. 


Last  update  April  7.  1996  (etd). 
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Section  458  Federal  Administration 

Obligations  by  Object 
(in  thousands  of  dollars) 


1994 

1995 

1996 

1997 

1998 

11.1 

11.31 

11. 3A 

11.33 

11.5 

11.5 

11.8 

Full-time  permanent 

Full-time  temporary 

Part-time 

Consultants 

Overtime 

Awards 

Ottier  Compensation 

Compensation  subtotal 

$6,519 

76 

43 

20 

249 

368 

1 

$14,715 

436 

96 

115 

36 

62 

9 

$23,307 
0 
0 
0 
120 
529 
0 

$25,242 
0 
0 
0 
120 
578 
0 

$26,303 
0 
0 
0 
120 
578 
0 

7,276 

15,469 

23,956 

25,940 

27,001 

12.0 

Benefits 

1,296 

2,553 

5,355 

6,052 

6,306 

13.1 

Benefits  for  former  personnel 

102 

741 

0 

0 

0 

Comp/benefits  subtotal 

8.674 

18,763 

29,311 

31,992 

33,307 

21.0 
22.0 

Travel 

Transportation  of  things 

499 
0 

1,983 
2 

3,854 

7 

4,373 
7 

4,508 

7 

23.1 
23.3 
23.31 
23.33 

Rental  Payments  to  GSA 
Communications 
ADPHelecom  Rentals  &  Misc 
Postage/fees 
Subtotal  23 

1,190 

150 

11 

2,600 

3,164 

114 

82 

5,049 

5,299 

120 

68 

13,260 

4,975 

120 

68 

14,409 

5.350 
120 
68 

15,211 

3,951 

8,409 

18,747 

19,572 

20,749 

24.0 

Printing  &  Reproduction 

2,249 

9,280 

8,990 

9,768 

10,056 

25.1 

25.2 

25.23 

25.25 

25.3 

25.4 

25.5 

25.7 

25.72 

Advisory  and  Assistance  Svcs 
Other  Services 
Training/Tuifjon/Fees/Contr 
Field  Readers 
Goods/Services  from  Gov't 
Operations/Maint  of  Facilities 
Research  &  Development 
Operations/Maint  of  Equipment 
ADP  Processing  Svcs/Contr 
Subtotal  25 

1,037 

1,128 

820 

0 

1,054 

1 

0 

11 

44,767 

2,560 

2,475 

1,087 

0 

2,483 

38 

0 

14 

111,195 

1.582 

10,290 

8,972 

0 

2,065 

0 

0 

160 

197,617 

1,544 

14,624 

9,245 

0 

1,995 

0 

0 

210 

259,283 

1,544 

13,977 

9,526 

0 

2,057 

0 

0 

259 

308,996 

48,818 

119,852 

220,686 

286,901 

336,359 

26.0 

Supplies 

629 

1,657 

788 

769 

760 

31.0 
31.24 

Other  Equipment  &  furniture 
ADP  Equipment/Software 
Subtotal  31 

14 
2,597 

375 
1,336 

401 
1,470 

440 
1,436 

292 

1.316 

2,611 

1,711 

1,871 

1,876 

1,608 

32.0 

41.84 

43.1 

Building  Alterations 
Administrative  Expense  Allowances 
Interest  and  Dividends 

Total  Obligations 

0 

97,572 

0 

266 

220,728 

5 

0 

175,918 

0 

0 

135,742 
0 

0 
124,646 

165.003 

382,656 

460,172 

491,000 

532,000 

NOTE: 


The  1996  amounts  included  in  this  budget  are  based  on  the  levels  provided  in  the  H.R.  3019  tentative 
conference  agreement  plus  $172  thousand  brought  forward  from  1995  and  obligated  in  1996. 
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PROGRAM  ADMINISTRATION 

Fiscal  Year  1997  Budget  Request 
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PROGRAM  ADMINISTRATION 

For  carrying  out,  to  the  extent  not  otherwise  provided,  the  Department  of  Education 
Organization  Act,  including  rental  of  conference  rooms  in  the  District  of  Columbia  and  hire  of 
two  passenger  motor  vehicles.  $355.476.000. 


Note:  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time 
this  budget  was  prepared.  The  1996  amounts  included  in  this  budget  are  based  on  the  levels 
provided  in  the  H.R.  3019  tentative  conference  agreement. 
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PROGRAM  ADMINISTRATION 


Amounts  Available  for  Obligation 
($  in  000s) 


1995 


1996 


1997 


Current  authority. 
Annual  appropriation 
Rescission 

Subtotal,  current  authority 


$356,021 
-545 

355,476 


$327,319  i/ 
0 

327,319 


$355,476 
0 

355,476 


Permanent  authority: 
Spending  authority  from 
offsetting  collections  from: 
Federal  funds:  administrative 
services 
Non-Federal  sources: 
Intergovernmental  Personnel 
Act  assignments 

Subtotal,  permanent  authority 

Subtotal,  gross  budget 


135,490 


58 


135,548 


7,937 


35 


7,972 


7,937 

0 

7,937 


authority 

491,024 

335,291 

363,413 

Unobligated  balance,  start  of  year 

9 

9 

0 

Unobligated  balances  expiring 

-655 

0 

0 

Unobligated  balance,  end  of  year 

-9 

0 

0 

Subtotal  obligations 

490,369 

335,300 

363,413 

Reimbursable  obligations 

-135.548 

-7.972 

-7.937 

Total  direct  obligations 

354,821 

327,328 

355,476 

Reflects  H.R.  3019  tenative  conference  action. 
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PROGRAM  ADMINISTRATION 

Obligations  by  Object 
(in  thousands  of  dollars) 


Change  from 
1995  1996  1997         1996  to  1997 


11.1  Full-time  permanent  $134,892  $140,614  $139,352             ($1,262) 

11.31  Full-time  temporary  11,081  5,646  5,279  (367) 

11. 3A  Part-time  1,929  1,212  1,133  (79) 

11.33  Consultants  786  63  49  (14) 

11.5  Overtime  540  311  287  (24) 

11.5  Awards  1,995  1,833  1,755  (78) 

11.8  Other  Compensation                      148 0 0  0 


Compensation  subtotal 

151,371 

149,679 

147,855 

(1.824) 

12.0 

Benefits 

29,404 

34,132 

35,329 

1.197 

13.1 

Benefits  for  former  personnel 

7,384 

0 

0 

0 

Comp/benefits  subtotal 

188.159 

183,811 

183,184 

(627) 

21.0 
22.0 

Travel 

Transportation  of  things 

6,558 
47 

4,749 
55 

5,221 
53 

472 

(2) 

0 

(563) 

(51) 

(12) 

134 

23.1 
23.3 
23.31 
23.33 

Rental  Payments  to  GSA 
Communications 
ADP/Telecom  Rentals  &  Misc 
Postage/fees 

22,371 

3,108 

991 

15,938 

23,043 

1,737 

179 

14,324 

22.480 

1,686 

167 

14,458 

Subtotal  23  42,408  39,283  38,791  (492) 

24.0  Printing  &  Reproduction  7,460  7,045  7,026  (19) 

25.1  Advisory  and  Assistance  Svcs 

25.2  Other  Services 

25.23  Training/Tuition/Fees/Contr 
25.25  Field  Readers 

25.3  Goods/Services  from  Gov't 

25.4  Operations/Maint  of  Facilities 

25.5  Research  &  Development 
25.7  Operations/Maint  of  Equipment 
25.72  ADP  Processing  Svcs/Contr 

Subtotal  25  91,791  80,289  95.630  15,341 

26.0  Supplies  5,316  2.650  2,702  52 

31.0  Other  Equipment  &  furniture  1,552  2,105  8,523  6,418 

31.24  ADP  Equipment/Software  10,826  5.789 11,901 6,112 

Subtotal  31  12.378  7,894  20,424  12,530 

32.0  Building  Alterations  691  1,543  2,445  902 

43.1  Interest  and  Dividends  13  0  0  0 


6,938 

4,270 

5,751 

1,481 

9,877 

6,777 

6,791 

14 

2,895 

2,775 

2,959 

184 

1 

65 

65 

0 

13,618 

9,949 

9,795 

(154) 

1,096 

1,039 

1.055 

16 

0 

0 

0 

0 

2,043 

801 

889 

88 

55,323 

54.613 

68,325 

13,712 

Total  Direct  Obligations  354,821        327,319  1/       355,476  28,157 

1/  Excludes  $9,000  in  obligations  from  funds  carried  over  from  1995. 
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PROGRAM  ADMINISTRATION 

Summary  of  Changes 
($  in  000s) 


1996 $327,319 

1997 355.476 

Net  change +28,157 


1996  base         Change  from  base 
Increases: 
Built-in: 

Increase  in  personnel  compensation  for 

annualization  of  the  1996  2.54  percent 

pay  raise  and  proposed  1997  pay  increases  $147,535  +$3,783 

Increase  in  benefits  for  the  Department's 

share  of  health,  retirement,  and  other 

benefits  34,132  +3,013 

Increase  in  postage  due  to  mailings 

related  to  the  Family  Involvement 

Partnership  for  Learning  initiative  14,324  +134 

Program: 

Increase  in  travel  primarily  to  assist 

higher  education  institutions  use 

the  new  integrated  student  aid  delivery 

system  and  to  increase  intensive  oversight 

of  "at-osk"  institutions  in  student 

financial  assistance  programs  4,749  +472 

Increase  to  continue  the  renovation  of 

the  Department's  headquarters  building 

FOB-6,  in  order  to  carry  out  part  of  the 

General  Services  Adminstration's  long-range 

plan  to  move  Federal  agencies  out  of 

commercially  leased  space  to  save  money 

(these  costs  include  funds  for  systems 

furniture  and  advisory  and  assistance  services)  4,305  +3,951 
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PROGRAM  ADMINISTRATION 


Summary  of  Changes 
($  in  000s) 


1996  base         Change  from  base 


Increases: 
Program: 


Increase  in  training  to  enable  staff  to 

carry  out  new  responsibilities  and 

handle  new  technology  innovations 

as  they  are  integrated  into  the  Department's 

work  processes  $2,775  +$184 

Increase  in  advisory  and  assistance 

services  primarily  for  evaluation  of  the 

Student  Aid  Gatekeeping  process  and 

customer  surveys  of  student  aid  programs  4,270  +651 

Increase  in  the  operations  and  maintenance 

of  equipment  primarily  for  the  maintenance 

of  photocopy  machines  801  +88 

Increase  in  contracted  ADP  services  for 

major  postsecondary  education  systems 

primarily  due  to  growth  in  Pell  Grant 

application  processing  volume;  expansion 

of  the  "wide-area  network"  to  support 

improved  communications  with  schools, 

lenders  and  guaranty  agencies;  increases 

in  the  SFA  toll-free  information  line  associated 

with  the  "Easy  Access  for  Students  and  Institutions" 

initiative;  and  strengthened  gatekeeping  and 

pre-screening  efforts  32,534  +13,411 

Increase  in  contracted  ADP  services 

primarily  for  improvements  to  the 

Department's  EDI-AN  computer  network  so  that 

it  can  support  the  new  financial  management 

system  54,613  +3,201 

Increase  in  non-ADP  equipment  primarily  for 

systems  furniture  in  regional  offices  and  the 

Mary  E.  Switzer  building,  to  lower  the  average 

space  utilization  rate  per  employee  and  thus 

decrease  the  total  of  space  needed  2,105  +417 
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PROGRAM  ADMINISTRATION 


Summary  of  Changes 
($  in  000s) 


1996  base         Change  from  base 


Increases: 
Program: 

Increase  in  ADP  equipment  primarily  for 
the  upgrade/replacement  of  personal  computers 
needed  to  operate  with  the  Department's  new 
financial  system  and  other  new  network  systems 

Increase  in  building  alterations  primarily 
to  upgrade  space  in  the  Mary  E.  Switzer 
building  for  improved  accessibility 
for  individuals  with  disabilities 

Small  increases  for  other  contracted  services 
($14  000),  operations/maintenance  of 
facilities  ($16,000),  and  supplies  ($52,000) 

Subtotal/increases 

Decreases: 
Built-in: 

Decrease  in  GSA  rental  payments  due 
to  the  release  of  space  in  Headquarters 
made  possible  by  the  reduction  in  FTE 

Decrease  in  compensation  and  benefits  for 
the  reduction  in  1997  of  120  FTE 

Decreases  in  the  purchase  of  services 
from  the  government,  primarily  due  to  a 
more  equitable  distribution  among  the 
Department's  administrative  accounts 
of  such  items  as  administrative 
payments  and  security  investigations 

Small  decreases  for  overtime  ($24,000), 
awards  ($78,000),  transportation  of  things 
($2,000),  communications  ($51,000),  rental 
of  ADP  equipment  ($12,000),  and  printing 
($19,000) 

Total,  decreases 
Net  change 


$5,789 


1,543 


10,466 


+$6,112 


+882 


+82 


+36,381 


23,043 
181,667 

9,949 
9,327 


-563 


-7,321 


-154 


-186 


-8,224 
+28,157 
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PROGRAM  ADMINISTRATION 


Table  of  Estimates  and  ADDroDriations 
($  in  000s) 

Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1988 

$314,309  1 

$251,753 

$251,753 

$241,028 

1989 

1989  Rescission 

255,449 

249,849 

258,600 

255,997 
-5,533 

1990 

1990  Sequester 

282,446 

269,946 

280,646 

276,946 
-3,643 

1991 

1991  Sequester 

331,000 

331,000 

331,000 

319,266 
-4 

1992 

306,867 

294,752 

280,019 

291.527 

1993 

325,000 

305,799 

302,460 

304,899 

1994 

1994  Rescission 

352,008 

352,008 

291,521 

352,008 
-6,000 

1995 

1995  Rescission 

364,905 

359,358 

346,008 

356,021 
-545 

1996 

369,115 

327,319 

327,319 

327,319     2, 

1997 

355,476 

1  Reflected  a  proposal  to  merge  the  Office  for  Civil  Rights,  Office  of  the  Inspector  General,  and  Program  Administration 
accounts  into  a  Salaries  and  Expenses  account 

71  A  final  1 996  appropriation  had  not  been  enacted  at  the  time  this  budget  was  prepared.  The  amount  shown  was 
provided  in  the  H.R.  3019  tentative  conference  agreement 
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PROGRAM  ADMINISTRATION 


Program  administration 
(DEOA  Sections  202,  204,  205,  207,  209,  and  210) 


1997  Authorization:   Indefinite 
Budget  Authority  ($  in  ooos): 


1996  1/  1997  Change 


Personnel  costs  $183,811  $183,184  -$627 

Non-personnel  costs  143.508  172.292  +28.784 

Total  327,319  355,476  +28,157 

FTE  2,769  2,649  -120 


1/  Reflects  H.R  3019  tentative  conference  action 


PURPOSE  AND  METHOD  OF  OPERATION 

The  Program  Administration  account  provides  a  significant  portion  of  the  funding  and  staff  to 
administer  the  Department's  programs  and  activities  in  the  following  program  and  staff  offices: 

Program  offices: 

Office  of  Postsecondary  education 

Office  of  Elementary  and  Secondary  Education 

Office  of  Bilingual  Education  and  Minority  Languages  Affairs 

Office  of  Special  Education  and  Rehabilitative  Services 

Office  of  Vocational  and  Adult  Education 

Office  of  Educational  Research  and  Improvement 

Staff  offices: 

Office  of  the  Secretary 

Office  of  the  Deputy  Secretary 

Office  of  the  Under  Secretary 

Office  of  the  General  Counsel 

Office  of  Intergovernmental  and  Interagency  Affairs 

Office  of  Legislation  and  Congressional  Affairs 

Office  of  Management 

Office  of  the  Chief  Financial  Officer 

Advisory  Councils 

The  funding  and  staff  to  administer  postsecondary  education  Federal  credit  programs  are 
provided  in  those  program  accounts. 

Funds  appropriated  for  Program  Administration  provide  personnel  compensation  and  benefits  for 
Department  staff  and  pay  for  travel,  rent,  mail,  telephones,  utilities,  printing,  automatic  data 
processing,  contractual  services,  equipment,  supplies,  and  other  Departmental  services. 
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PROGRAM  ADMINISTRATION 


Funding  levels  for  the  past  5  fiscal  years  were  as  follows: 
($  in  000s) 

1992 $291,527 

1993 304,899 

1994 346,008 

1995 355,476 

1996 327,319 


1997  BUDGET  REQUEST 

For  presentation  purposes,  the  administrative  costs  and  FTE  financed  by  the  Program 
Administration  account  are  included  in  the  total  costs  discussed  in  the  Salaries  and  Expenses 
Overview. 
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PROGRAM  ADMINISTRATION 
Full-time  Equivalent  Employment  (Staff  Years) 


OFFICE 

1995 

1996 

1997 

Change 
from  1996 

Postsecondary  Education 

677 

635 

606 

(29) 

Elementary  and  Secondary  Education 

204 

216 

192 

(24) 

Bilingual  Education  and  Minority  Language  Affairs 

43 

45 

44 

(1) 

Special  Education  and  Rehab.  Services 

354 

347 

335 

(12) 

Vocational  and  Adult  Education  a/ 

108 

112 

109 

(3) 

Educational  Research  and  Improvement  b/ 

367 

359 

348 

(11) 

Secretary 

105 

100 

97 

(3) 

Deputy  Secretary 

20 

20 

19 

(1) 

Under  Secretary 

135 

127 

122 

(5) 

General  Counsel 

99 

99 

97 

(2) 

Intergovernmental/lnteragency  Affairs 

104 

103 

98 

(5) 

Legislation  and  Congressional  Affairs 

24 

23 

22 

(1) 

Management 

295 

277 

264 

(13) 

Chief  Financial  Officer 

310 

298 

288 

(10) 

Advisory  Councils 

7 

8 

8 

0 

Total 


2,852 


2,769 


2,649 


(120) 


a/  Excludes  2  FTE  funded  by  the  Appalachian  Regional  Commission. 

b/  Excludes  1  FTE  in  1996  and  1997  for  the  National  Education  Research  Priorities  and 

Procedures  Board,  which  is  funded  by  the  Education  Research,  Statistics  and  Improvement  account. 
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PROGRAM  ADMINISTRATION 

Summary  of  Budget  Authority 

(in  thousands  of  dollars) 


OFFICE 

1995 

1996 

1997 

Change 
from  1996 

Postsecondary  Education 

Elementary  and  Secondary  Education 

Bilingual  Education  and  Minority  Language  Affairs 

Special  Education  and  Rehab.  Services 

Vocational  and  Adult  Education 

Educational  Research  and  Improvement 

Secretary 

Deputy  Secretary 

Under  Secretary 

General  Counsel 

Intergovemmental/lnteragency  Affairs 

Legislation  and  Congressional  Affairs 

Management 

Central  Support 

Chief  Financial  Officer 

Advisory  Councils 

Lapse 

Total  Budget  Authority 


88,770 

76,568 

92,683 

16,115 

15,839 

16,199 

15,119 

(1,080) 

2,962 

3,066 

3,121 

55 

26,474 

25,403 

25,547 

144 

7,594 

7,647 

7,780 

133 

31,082 

29,659 

30,032 

373 

8,764 

8,362 

8,436 

74 

2,103 

1,767 

1,752 

(15) 

15,679 

13,723 

14,534 

811 

8,596 

8,846 

8,839 

(7) 

8,975 

7,675 

7,696 

21 

1,692 

1,636 

1,632 

(4) 

23,367 

21,748 

21,570 

(178) 

78,443 

72,355 

83,712 

11,357 

33,431 

31,689 

32,027 

338 

1,050 

976 

996 

20 

655 

355,476       327,319        355,476 


28,157 
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OFFICE  FOR  CIVIL  RIGHTS 

For  necessary  expenses  of  the  Office  for  Civil  Rights,  as  authorized  by  section  203  of  the 
Department  of  Education  Organization  Act,  $60,000.000. 

Note:  A  final  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time  this 
budget  was  prepared.  The  1996  amounts  in  this  budget  are  based  on  the  levels  provided  in  the 
H.R.  3019  tentative  conference  agreement. 
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OFFICE  FOR  CIVIL  RIGHTS 

Obligations  by  Object 
(in  thousands  of  dollars) 


1995 


1996 


1997 


Change  from 
1996  to  1997 


11.1  Full-time  permanent 

11.31  Full-time  temporary 

1 1 .3A  Part-time 

11.33  Consultants 

11.5  Overtime 

11.5  Awards 

11.8  Other  Compensation 
Compensation  subtotal 

12.0  Benefits 

13.1  Benefits  for  former  personnel 
Comp/benefits  subtotal 

21.0  Travel 

22.0  Transportation  of  things 

23.1  Rental  Payments  to  GSA 
23.3  Communications 

23.31  ADP/Telecom  Rentals  &  Misc 

23.33  Postage/fees 

Subtotal  23 

24.0  Printing  &  Reproduction 

25.1  Advisory  and  Assistance  Svcs 

25.2  Other  Services 

25.23  Training/Tuition/Fees/Contr 

25.3  Goods/Services  from  Gov't 

25.4  Operations/Maint  of  Facilities 

25.5  Research  &  Development 
25.7  Operations/Maint  of  Equipment 
25.72  ADP  Processing  Svcs/Contr 

Subtotal  25 

26.0  Supplies 

31 .0  Other  Equipment  &  furniture 

31.24  ADP  Equipment/Software 
Subtotal  31 

32.0  Building  Alterations 

43.1  Interest  and  Dividends 

Total  Obligations 


$36,768 

579 

574 

0 

15 

420 

0 


4,580 


27 


$35,820 
594 
686 
0 
0 
0 
0 


$36,128 

607 

714 

0 

20 

400 

0 


4,771 


70 


4,811 


149 


$308 

13 

28 

0 

20 

400 

0 


38,356 

37,100 

37,869 

769 

7,399 

8,457 

8,957 

500 

1,740 

0 

0 

0 

47,495 

45,557 

46,826 

1,269 

900 

975 

1,203 

228 

12 

9 

9 

0 
0 

3,593 

4,073 

4,175 

102 

175 

248 

248 

0 

312 

411 

349 

(62) 

500 

39 

39 

0 

40 


79 


0 

3 

50 

47 

206 

307 

348 

41 

409 

313 

509 

196 

1,943 

1,533 

1,539 

6 

111 

0 

0 

0 

0 

0 

0 

0 

73 

93 

152 

59 

417 

1,279 

2,052 

773 

3,159 

3,528 

4,650 

1,122 

613 

436 

501 

65 

34 

27 

23 

(4) 

1,277 

50 

1,800 

1,750 

1,311 

77 

1,823 

1,746 

16 

28 

28 

0 

1 

0 

0 

0 

58,114    55,451 


60.000 


4,549 
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OFFICE  FOR  CIVIL  RIGHTS 


Summary  of  Chanaes 
($  in  000s) 

1996 
1997 

Net  change 

$55,451 
60.000 

+4,549 

Increases: 
Built  in: 

1996  base 

Chanae  from  base 

Increase  in  personnel  compensation 

for  annualization  of  the  1996  2.54  percent 

pay  raise  and  proposed  1997 

pay  increases  +$37,100  +$1,644 

Increase  in  benefits  for  the  Department's 

share  of  health,  retirement  and  other 

benefits  8,457  +692 

Increase  in  rental  payments  due  to  GSA 

rate  increases  4,073  +102 

Increases: 
Program: 

Increase  in  ADP  processing  services/contracts 

to  cover  computer  processing  costs  for  data 

collection  and  to  support  studies/reports  and 

surveys  used  to  monitor  and  pinpoint  areas  of 

civil  rights  compliance  activity  1 ,279  +773 

Increase  in  training  primarily  for 
regional  staff  to  improve  technology  skills 
and  retraining  of  current  staff  in  support 
of  the  office's  restructuring  efforts  313  +196  3< 

pn 
Increase  in  ADP  equipment  primarily  for  the 
upgrade/replacement  of  personal  computers 
to  provide  access  to  the  Department's  new 
financial  system  and  other  new  network 
applications  50  +1,750 
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OFFICE  FOR  CIVIL  RIGHTS 

Summary  of  Changes  -  Continued 


1 996  base         Change  from  base 


Increases: 
Program: 

Increase  in  travel  for  on-site  investigations, 
including  monitoring  of  corrective  action  plans 
compliance  review  and  technical  assistance 

Increase  in  printing  and  reproduction  for 
technical  assistance  materials  and 
publications  to  assist  recipients 

Increase  in  the  operations  and  maintenance  of 
equipment  primarily  for  photocopy  machines 

Increase  in  supplies  to  cover  computer,  photo- 
copy machines  and  office  supplies  for  head- 
quarters and  the  regional  offices 

Small  increases  for  other  contracted  services 
($41,000),  advisory  and  assistance  services 
($47,000),  and  the  purchase  of  services  from 
the  government  ($6,000) 

Subtotal,  increases 

Decreases: 
Built  in: 

Decrease  in  personnel  compensation  and  benefits 
for  the  1997  reduction  of  18  FT  from  the  1996 
funded  ceiling 

Program: 

Decrease  in  ADP/telecom  rentals  and  miscellaneous 
primarily  due  to  lower  costs  for  the  photocopy  machine 
rentals 

Small  decrease  for  other  equipment  and  furniture 

Subtotal,  decreases 

Net  change 


$975 


70 


93 


436 


1,843 


45,557 


+$228 

+79 
+59 

+65 

+94 
+5,682 

-1,067 


411 

-62 

27 

^4 

-1,133 

+4,549 
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OFFICE  FOR  CIVIL  RIGHTS 


Table  of  Estimates  and  Appropriations 
($  in  000s) 

Budget 

Estimate 

to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1988 

($42,676) 1/ 

$42,333 

$42,333 

$40,530 

1989 

1989  Supplemental 

41,341 

41,341 

41,341 
790 

40,845 
790 

1990 

1990  Sequester 

45,178 

45,178 

45,178 

45,178 
-606 

1991 

49,900 

49,900 

50,900 

48,404 

1992 

56,000 

54,400 

50,965 

53,625 

1993 

61,400 

56,857 

56,237 

56,402 

1994 

56,570 

56,570 

56,570 

56,570 

1995 

1995  Rescission 

61,457 

58,325 

58,325 

58,325 
-89 

1996 

62,784 

55,451 

55,451 

55,451  2/ 

1997 

60,000 

Requested  in  a  merged  Salaries  and  Expenses  account 
'  A  final  1996  appropriation  had  not  been  enacted  at  the  time  this  budget  was  prepared.  The  amount  shown  was 
provided  in  the  H.R.  3019  tentative  conference  agreement. 
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OFFICE  FOR  CIVIL  RIGHTS 


Office  for  Civil  Rights 
(DEOA,  Section  203) 

1 997  Authorization  ($  in  ooos):   Indefinite 

Budget  Authority  ($  in  ooos): 


1996  1997  Change 


Personnel  costs                            $45,557 
Non-personnel  costs                         9.894 

$46,406 
13.594 

+$849 
+3.700 

Total                                              55,451     » 

60,000 

+4,549 

FTE                                                              763 

745 

-18 

«  Reflects  H.R.3019  tenative  conference  action. 

PURPOSE  AND  METHOD  OF  OPERATION 

The  Office  for  Civil  Rights  (OCR)  is  responsible  for  enforcing  the  following  statutes  and  their 
implementing  regulations  that  prohibit  discrimination  on  the  basis  of  race,  color,  national  origin,  sex, 
disability,  and  age  in  all  programs  and  institutions  that  receive  funds  from  the  Department: 

Title  VI  of  the  Civil  Rights  Act  of  1964  (prohibiting  race,  color,  and  national  origin 
discrimination), 

Title  IX  of  the  Education  Amendments  of  1972  (prohibiting  sex  discrimination), 

Section  504  of  the  Rehabilitation  Act  of  1973  (prohibiting  discrimination  on  the  basis  of 
disability), 

the  Age  Discrimination  Act  of  1975  (prohibiting  age  discrimination),  and 

the  Americans  with  Disabilities  Act  of  1990  (prohibiting  discrimination  on  the  basis  of 
disability). 

In  addition,  OCR  helps  implement  civil  rights  provisions  in  Title  V,  Part  A,  of  the  Improving 
America's  Schools  Act  (the  Magnet  Schools  Assistance  program),  and  provides  technical 
assistance  to  Federal  award  recipients  and  beneficiaries,  the  public,  and  other  organizations  in  an 
attempt  to  obtain  voluntary  compliance  with  civil  rights  laws.  These  civil  rights  laws  extend  to  a 
wide  range  of  Federal  recipients  and  beneficiaries,  including  56  State  educational  agencies;  over 
15,000  local  educational  agencies;  about  10,000  postsecondary  institutions,  including  proprietary 
schools  and  community  colleges;  82  State  rehabilitation  agencies  and  their  subrecipients;  as  well 
as  other  institutions  that  receive  Federal  funds. 

To  carry  out  its  responsibilities  of  civil  rights  enforcement  and  prohibition  of  discrimination,  OCR 
conducts  complaint  investigations  and  compliance  reviews.  OCR  also  provides  information  to  the 
public  on  its  activities,  including  assistance  on  how  to  file  complaints. 
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OFFICE  FOR  CIVIL  RIGHTS 


STREAMLINING  AND  RESTRUCTURING 

OCR  is  in  the  process  of  reorganizing  its  headquarters  division  and  2  field  and  10  regional  offices 
into  four  mega-regions,  or  enforcement  divisions,  consisting  of  12  sites:  Enforcement  Division  A 
(includes  New  York,  Philadelphia,  and  Boston);  Enforcement  Division  B  (includes  Atlanta,  Dallas, 
and  the  new  Washington,  D.C./Metro  office);  Enforcement  Division  C  (includes  Kansas  City, 
Chicago,  and  the  Cleveland  office);  and  Enforcement  Division  D  (includes  Seattle,  San  Francisco, 
and  Denver).  The  redesign  of  OCR's  management  structure  is  proposed  to  increase  efficiency  in 
complaint  resolution,  to  provide  for  better  resource  coordination  and  allocation,  and  to  reassign  a 
significant  percentage  of  headquarters  staff  to  case-specific  duties.  The  change  will  also  reduce 
administrative  layers  and  supervisory  staff  to  address  goals  of  the  President's  National 
Performance  Review. 

As  a  result  of  changes  in  the  past  few  years,  the  majority  of  OCR's  staff  work  outside  of 
Washington  (or  in  the  newly-established  D.C./Metro  enforcement  office),  and  virtually  all  decisions 
affecting  OCR's  cases  and  their  resolution  are  made  in  the  field.  In  Washington,  about  50  staff 
have  been  re-deployed  from  headquarters  and  support  functions  to  direct  civil  rights  complaint 
resolution  activities;  the  new  enforcement  unit  will  be  fully  operational  by  the  end  of  FY  1996.  A 
small  Office  of  the  Assistant  Secretary  provides  overall  leadership  and  coordination  of  OCR's  four 
enforcement  divisions.  A  program/legal  group  supports  the  work  of  the  enforcement  divisions  and 
provides  important  policy  coordination  and  legal  advocacy  with  other  parts  of  the  Department  and 
Government.  A  resource  group  provides  centralized  services  for  the  enforcement  divisions  and  the 
public  in  the  areas  of  customer  service,  information  technology,  budget  and  personnel.    OCR, 
thereby,  achieves  the  maximum  concentration  of  effort  on  its  critical  work  of  identifying,  stopping 
and  remedying  illegal  discrimination  against  America's  students. 

OCR's  core  organizational  unit  is  now  the  Case  Resolution  Team.  Groups  of  attorneys, 
investigators  and  support  staff  in  OCR's  12  enforcement  offices  work  on  the  same  team  to  resolve 
promptly  and  appropriately  cases  of  illegal  discrimination.  Containing  all  the  skills  and  resources 
necessary,  the  teams  have  authority  to  reach  final  determinations  in  all  but  a  small  minority  of  OCR 
cases-with  minimal  levels  of  review.  This  innovative  approach,  which  earned  the  New  York 
regional  office  a  1994  Vice  Presidential  Heroes  of  Reinvention  ("Hammer")  Award,  was 
implemented  throughout  OCR  in  FY  1995. 
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OFFICE  FOR  CIVIL  RIGHTS 


As  shown  in  the  FTE  chart  below,  the  majority  of  OCR's  staff  (approximately  87  percent),  under  the 
redesign,  is  assigned  to  10  regional  offices,  plus  field  offices  in  Cleveland  and  Washington,  D.C. 


FY  1996  HEADQUARTERS/REGIONAL  STAFF 


Enforcement  Division 

m   °     m   c 

S»      ED    a 


Hqs-  103  FTE 
Regions  -  660  FTE 
Ceiling  -  763  FTE 


Enforcement  Division  A  includes:  New  York,  Philadelphia,  Boston 
Enforcement  Division  B  includes:  Wash,  DC/Metro  office,  Atlanta,  Dallas 
Enforcement  Division  C  includes:  Cleveland,  Chicago,  Kansas  City 
Enforcement  Division  D  includes:  Seattle,  San  Francisco,  Denver 


Funding  levels  for  the  past  5  fiscal  years  were  as  follows: 

($  in  000s) 


1992. 
1993. 
1994. 
1995. 
1996. 


$53,625 
56,402 
56,570 
58,236 
55,451 
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OFFICE  FOR  CIVIL  RIGHTS 


1997  BUDGET  REQUEST 

The  1997  budget  request  for  OCR  is  $60.0  million.  Approximately  77  percent,  or  $46.4  million,  of 
the  amount  requested  is  for  personnel  compensation  and  benefits  to  support  a  proposed  staffing 
level  of  745  FTE.  Of  the  remaining  23  percent,  or  $13.6  million,  over  one-half  (57  percent)  or 
$7.7  million  is  for  OCR's  share  of  the  Department's  centralized  services  such  as  mail,  rent  to  GSA, 
ADP  processing  services  and  contracts,  and  interagency  agreements  for  administrative  services 
provided  by  other  Federal  agencies.  The  balance,  $5.9  million,  is  for  non-personnel  costs  for 
essential  expenses  to  support  the  initiation  and  resolution  of  compliance  reviews,  the  investigation 
and  resolution  of  complaints,  and  the  monitoring  and  tracking  of  both  compliance  reviews  and 
complaints. 

Staffing  and  Personnel  Costs 

OCR's  proposed  staffing  level  of  745  FTE  supports  the  Department's  overall  streamlining  goals, 
which  require  a  reduction  of  616  FTE,  or  12  percent,  Departmentwide  between  1995  and  2000. 
The  request  includes  $46.4  million  in  personnel  compensation  and  benefits  to  support  OCR's 
proposed  staffing  level. 

Other  Non-Personnel  Costs 

Excluding  the  $7.7  million  for  OCR's  share  of  the  Department-wide  centralized  services,  the  office's 
non-personnel  request  is  $5.9  million.  Of  this  amount,  about  31  percent,  or  $1.8  million,  is  for  ADP 
equipment  and  software  primarily  for  the  upgrade/replacement  of  personal  computers  to  provide 
access  to  the  Department's  new  financial  system  and  other  new  network  applications;  31  percent, 
or  $1.8  million,  is  for  ADP  technology  and  contractual  services  to  support  on-going  surveys  and 
data  collection  projects;  and  20  percent,  or  $1.2  million,  is  for  travel  to  investigate,  monitor,  and 
track  complaints  and  perform  compliance  reviews.  The  $1.1  million  balance  of  OCR's  non- 
personnel  request  is  for  such  items  as  maintenance  and  operations  of  equipment,  lease 
agreements  for  photocopy  machines,  supplies,  and  essential  training  of  staff  in  headquarters  and 
the  regions  in  improved  technology  and  for  new  assignments  resulting  from  proposed  restructuring. 

Program  Management 

OCR's  purpose  is  to  stop  illegal  discrimination  in  America's  schools,  colleges  and  universities. 
OCR  ensures  that  remedies  to  discrimination  that  have  occurred  are  strong  and  educationally 
sound.  Through  education  and  outreach,  OCR  strives  to  prevent  illegal  discrimination  from 
occurring  in  the  first  place. 

OCR  has  built  a  proactive  civil  rights  law  enforcement  program  that  can  credibly  claim  to  protect 
America's  most  vulnerable  students  from  illegal  discrimination.  Resolution  of  178  agency-initiated 
actions  in  FY  1995  alone  (up  from  82  resolutions  in  FY  1993  and  90  in  FY  1994)  resulted  in  equal 
access  to  education  for  thousands  of  students  facing  illegal  discrimination.  This  proactive  agenda 
in  no  way  compromised  OCR's  commitment  to  the  prompt  and  appropriate 
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resolution  of  each  complaint  of  discrimination  from  the  public.  OCR  resolved  more  than  5,500 
complaints  from  the  public  in  FY  1995,  and  on  average  within  120  days,  more  promptly  than  ever 
before.  At  the  same  time,  OCR's  staff  reduction  from  854  FTE  in  FY  1993  to  788  in  FY  1995 
demonstrated  the  agency's  commitment  to  efficiency. 

OCR  has  extended  its  consultations  with  educators  and  community  groups  to  pinpoint  problems 
and  establish  partnerships  to  resolve  civil  rights  issues.  Agency-initiated  cases  and  agency 
resources  can,  thereby,  be  targeted  to  compliance  problems  that  appear  particularly  acute  or 
national  in  scope.  Targeted  action  maximizes  the  impact  of  OCR's  limited  resources  and  balances 
OCR's  enforcement  program.  OCR's  efforts  continue  to  be  in  the  areas  of  greatest  need,  including 
the  following: 

over-representation  of  minorities  in  special  education  and  low-track  courses; 

illegal  exclusion  of  women,  girls  and  minorities  from  math  and  science  or  other  "high-track" 
courses; 

access  to  programs  for  limited  English  proficient  (LEP)  students; 

illegal  discrimination  in  admissions,  testing  or  assessment; 

illegal  racial  and  sexual  harassment; 

gender  equity  in  athletics;  and 

illegal  segregation  in  elementary  &  secondary  and  higher  education. 

OCR  has  developed  specific  strategic  goals  to  improve  service  and  responsiveness  to  students 
facing  illegal  discrimination.  These  strategic  goals  are:  1)  impact  on  students'  lives; 
2)  empowerment  of  students  and  parents  to  solve  their  own  problems  of  securing  equal  access  to 
quality  education;  and  3)  investment  in  people  (i.e.,  OCR's  staff).  OCR  focuses  its  staff  and  other 
resources  on  accomplishing  these  goals.  OCR  has  implemented  a  number  of  initiatives  to  make  its 
strategic  plan  a  reality,  including  the  following: 

•  Fundamental  redesign  of  OCR's  approach  to  civil  rights  enforcement,  issued  in  a  new 
Complaint  Resolution  Manual  that  provides  more  efficient  and  effective  service  to 
complainants  and  frees  substantial  staff  resources  for  proactive  activities.  For  complaints 
from  the  public,  the  emphasis  is  now  on  prompt  and  appropriate  resolution  of  any  underlying 
civil  rights  problems,  rather  than  on  the  production  of  documents  summarizing  agency 
findings. 

•  Nationwide  Complaint  Resolution  and  Investigative  Skills  Seminar  training  for  most  OCR 
staff.  Since  1993,  OCR  has  dramatically  increased  its  level  of  civil  rights  issue  training,  the 
core  component  of  quality  case  resolution.  Training  may  take  the  form  of  OCR-wide  training 
conferences  (for  example,  the  annual  OCR  conference  on  LEP  issues  that  may  include  ED 
staff,  State  officials  and  advocacy  groups),  ongoing  conference  calls  moderated  by  an  issue 
area  coordinator  (to  allow  staff  across  OCR  to  share  questions  and  best  practices),  or  other 
forms. 
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Empowerment  of  parents  and  educators  through  the  issuance  of  clarification  and  guidance  in 
key  civil  rights  areas. 

Effective  coordination  with  the  Department  of  Justice  and  with  other  civil  rights  agencies  in 
joint  enforcement  activities. 

Development  and  implementation  of  a  redesigned,  dynamic  operational  planning  system  that 
enables  each  OCR  component  as  well  as  the  agency  as  a  whole  to  best  apply  limited  agency 
resources  to  the  most  pressing  problems  of  illegal  discrimination  against  students. 

Simplified  and  improved  customer  service.  OCR's  recently  completed  reorganization 
includes  a  customer  service  and  information  team.  When  fully  implemented  in  FY  1996,  the 
team  will  act  as  a  single  point  of  contact  for  external  inquiries  (by  telephone,  TDD,  fax  and 
e-mail);  provide  public  information  on  civil  rights  matters  and  OCR  cases;  provide  a  central 
point  of  contact  for  customer  complaints;  and  provide  support  to  the  management  team  for 
specific  customer  service  initiatives. 

Investment  in  information  technology  to  improve  productivity  and  customer  service.  At  the 
beginning  of  this  Administration,  no  OCR  staff  person  had  access  to  EDLAN,  the  network 
connecting  Education  Department  employees,  and  many  OCR  staff  had  no  access  to 
computers  at  all.  All  but  two  OCR  offices  (Chicago  and  Cleveland)  are  now  fully  networked. 
All  OCR  staff  should  have  access  to  electronic  communication  and  information  via  their  own 
desk  top  computers  by  the  end  of  FY  1996. 

Design  and  implementation  of  an  Electronic  Library  containing  OCR  regulations,  policies  and 
important  case-related  documents.  This  system,  which  resides  on  OCR's  Wide  Area 
Network,  permits  easy  access  to  these  materials  by  OCR  staff.   Future  improvements  will 
include  public  access  through  the  Department's  World  Wide  Web  site. 

Development  and  implementation  of  an  automated  Case  Information  System  that  simplifies 
out-dated  and  expensive  mainframe  systems  and  now  provides  each  OCR  office  with  direct 
access  to  data. 

Initiation  of  a  Labor-Management  Partnership  Council  (LMPC)  consisting  of  representatives 
from  OCR  management  and  the  union  who  worked  together  to  implement  organizational 
change  and  improvement.  One  of  the  LMPC's  first  projects  was  the  redesign  of  OCR's 
performance  award  system  to  make  it  congruent  with  OCR's  service  improvement  initiatives. 
This  system  was  implemented  for  awards  in  FY  1995. 
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IMPACT  DATA 


1995 
Actual 


1996 
Est. 


1997 
Est. 


Complaints  received 
Complaints  resolved 
Prior  complaints 
Compliance  reviews  closed 
Compliance  reviews  started 


4,976 

5,350 

5,564 

5,579 

1,338     * 

N/A 

1,926 

N/A 

N/A 

178 

N/A 

N/A 

96 

151 

180 

Reflects  the  number  of  complaints  resolved  through  the  end  of  January,  1996. 
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COMPLAINT  RECEIPTS  AND  RESOLUTIONS 
FY  1990  -  FY  1997 


1990        1991         1992         1993         1994         1995         1996         1997 
Note:  Complaint  Resolution  data  not  available  for  FY  1996  and  FY  1997. 


-»-  Receipts 


COMPLIANCE  REVIEW  RESOLUTIONS 

FY  1990  -  FY  1997 


1990       1991        1992        1993        1994        1995        1996        1997 
'1998  •  Umfefci  to  projact  due  to  eortkmd  uncertainty  of  tht  FY  1998  BudgM  Laval 

"l997-Tr*mjn\b«lslotalry(l«)«n<J»nlontn«8udw<rlLtv»leppTOprtal»dlnFY  1987. 


FTE  USAGE 

FY  1990 -FY  1997 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

DEPARTMENTAL  MANAGEMENT 


1997  Estimate 

FTE  Amount  Page 

Departmental  Management: 

General  Departmental  Management    1,187  $140,350,000  5 

Anti-terrorism  activities    15  5,000,000  72 

Service  and  Supply  Fund  (DM  portion  only) 47  —  76 

Office  for  Civil  Rights 274  21,790,000  85 

Policy  Research 25  9.000.000  109 

Subtotal,  DM    1,548  $176,140,000 


General  Provisions —         —       151 
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The  FY  1997  budget  request  for  Departmental  Management  (DM)  and  the  Office  of  Inspector  General 
(OIG)  includes  $251  million  in  appropriated  funds  and  2,475  full-time  equivalent  (FTE)  positions';  see 
Figure  1  for  a  breakdown  of  this  request  by  appropriation  account.  This  request  includes  an  additional 
$5  million  to  support  the  Department's  responsibilities  as  lead  Federal  agency  under  the  Federal 
Response  Plan  for  managing  the  government's  response  to  the  health  and  medical  consequences  of  a 
major  terrorist  event.  Excluding  the  increase  proposed  for  these  anti-terrorism  measures,  this  request  is 
$4.6  million  (or  1.9  percent)  above  the  comparable  FY  1996  annual  rate  authorized  under  the  ninth 
Continuing  Resolution. 

"Departmental  Management"  is  a  consolidated  display  comprised  of  all  Staff  Divisions  (STAFFDIVs)  in 

the  Office  of  the  Secretary  (OS)  except  OIG.2  The  DM  components  assist  the  Secretary  in  administering 

and  overseeing  the  organization,  programs  and  activities  of  the  Department.    These  STAFFDIVs  are 

responsible  for:  establishing  and  disseminating  Departmental  policy  and  standards;  program  integration 

and    coordination;    organizational    maintenance 

(such      as      legal      services);      and      external 

representation  and  intergovernmental  affairs.    In 

addition,  the  new  Office  of  Public  Health  and 

Science  is  responsible  for  providing  the  senior 

professional  leadership  on  health  and  science  in 

the    Department.        OIG    is    responsible    for 

safeguarding  and  protecting  the  integrity  of  HHS 

programs  through  a  comprehensive  program  of 

audits,  investigations,  and  program  inspections 

and  evaluations. 

The   operations   of  the   OS    STAFFDIVs   are 

financed  primarily  through  five  appropriation 

accounts:     General  Departmental  Management 

(GDM);  OIG;  Office  for  Civil  Rights  (OCR); 

Policy  Research;  and  U.S.  Office  of  Consumer 

Affairs.    In  addition,  the  OS  budget  uses  other 

funding  sources  and  types,  including  transfers  from  the  Supplementary  Medical  Insurance  and  Health 

Insurance  trust  funds,  inter-office  transfer  vouchers,  and  interagency  reimbursements. 


FY  1997  BUDGET  REQUEST 
Departmental  Management/Office  of  Inspector  General 

(Dollars  In  millions) 


Policy  Research 
$9 


$251  Million  Total 


Figure    1 


1  The  15  FTE  included  in  this  submission  for  anti-terrorism  activities  have  not  been  distributed 
within  the  Department's  FTE  ceiling;  therefore,  the  FTE  shown  in  this  justification  do  not  sum  to  the 
total  approved  DM/OIG  target  of  2,471  FTE. 

2  "Departmental  Management"  includes  funding  for  the  following  STAFFDIVs:  Immediate  Office 
of  the  Secretary,  Public  Affairs,  Legislation,  Planning  and  Evaluation  (including  the  Policy  Research 
account),  Management  and  Budget,  Departmental  Appeals  Board,  Intergovernmental  Affairs,  General 
Counsel,  Public  Health  and  Science,  Office  for  Civil  Rights,  and  US  Office  of  Consumer  Affairs. 
The  US  Office  of  Consumer  Affairs  is  funded  under  the  Departments  of  Veterans  Affairs  and 
Housing  and  Urban  Development,  and  Independent  Agencies  Appropriations  Act. 
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DM  staffing  levels  have  been  significantly  reduced  since  FY  1993  due  to  streamlining  reductions, 
delegations  of  functions  to  the  Department's  other  Operating  Divisions  (OPDIVs),  and  transfers  to  the 
newly  independent  Social  Security  Administration  under  P.L.  103-296.  Further  organizational  changes 
impacting  DM  components  have  also  been  undertaken  as  a  result  of  HHS  reinvention  efforts  and 
continuing  budget  reductions.  Recently,  two  important  organizational  changes  were  implemented  in  OS 
which  have  resulted  in  significant  changes  in  the  budget  account  structure: 

•  OS/OASH  Consolidation:  In  FY  1996,  funding  for  the  Office  of  the  Assistant  Secretary  for 
Health  (OASH)  was  consolidated--at  a  significantly  reduced  resource  level-into  the  GDM  account 
and  the  PHS  agencies'  were  established  as  independent  OPDIVs.  The  head  of  this  new 
organization— called  the  Office  of  Public  Health  and  Science  (OPHS)--serves  as  the  senior  advisor 
for  health  and  science  to  the  Secretary;  provides  leadership  and  coordination  across  the 
Department  in  public  health  and  science;  provides  support  for  the  Surgeon  General  in  the  exercise 
of  statutory  requirements  and  assigned  activities;  and  assures  that  the  mission  of  the  US  Public 
Health  Service  is  carried  out  in  the  service  of  the  Department's  overall  mission  by  chairing  the 
US  Public  Health  Service  Council.  In  addition,  OPHS  has  retained  the  responsibility  for 
administering  several  programmatic  activities.4  This  consolidation  allowed  the  Department  to 
transfer  program  functions  to  the  OPDIVs,  while  at  the  same  time  eliminating  redundant 
administrative  functions  and  layers  of  review. 

•  Establishment  of  the  Program  Support  Center  as  an  OPDIV:  Also  in  FY  1996,  the  Program 
Support  Center  (PSC)  was  established  to  consolidate  the  common  administrative  services  formerly 
administered  in  OS  and  OASH  into  a  separate  OPDIV,  with  a  customer-run  Board  of  Directors 
and  a  strong  business  orientation.  The  PSC  provides  a  wide  range  of  administrative  support 
services  on  a  competitive,  fee-for-service  basis  to  customers  throughout  HHS  and  to  other  Federal 
agencies  and  departments.  Nearly  all  of  the  OS  activities  formerly  funded  under  the  OS  Working 
Capital  Fund  have  now  been  incorporated  into  the  PSC;  those  that  remain  are  described  on  the 
Service  and  Supply  Fund  pages  of  the  GDM  section.  The  PSC  is  submitting  a  separate  budget 
justification  describing  its  activities  and  operations. 

As  a  result  of  all  of  these  changes,  DM  staffing  levels  (including  the  US  Office  of  Consumer  Affairs)  will 
have  been  reduced  from  a  baseline  total  of  4,085  FTE  in  FY  1993  to  a  projected  total  of  1,561  FTE  in 
FY  1997-a  decrease  of  62  percent. 


3  Including  the  National  Institutes  for  Health,  Centers  for  Disease  Control  and  Prevention,  Agency 
for  Health  Care  Policy  and  Research,  Food  and  Drug  Administration,  Indian  Health  Service,  Health 
Resources  and  Services  Administration,  and  Substance  Abuse  and  Mental  Health  Services  Administration. 

4  Including  Women's  Health,  Minority  Health,  Emergency  Preparedness,  Population  Affairs, 
International  and  Refugee  Affairs,  Disease  Prevention  and  Health  Promotion,  and  President's  Council 
on  Physical  Fitness  and  Sports. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Departmental  Management 

GENERAL  DEPARTMENTAL  MANAGEMENT' 

For  necessary  expenses,  not  otherwise  provided,  for  general  departmental  management,  including 
hire  of  six  medium  sedans,  and  for  carrying  out  titles  III,  XVII,  and  XX  of  the  Public  Health  Service  Act, 
$136,163,000,  together  with  $9,187,000,  to  be  transferred  and  expended  as  authorized  by  section 
201  (g)  (1)  of  the  Social  Security  Act  from  the  Hospital  Insurance  Trust  Fund  and  the  Supplemental  Medical 
Insurance  Trust  Fund. 


1  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time  this  budget  was 
prepared.  The  1996  amounts  included  in  this  budget  are  based  on  the  levels  provided  in  three  Continuing 
Resolutions:   P.L.  104-91,  P.L.  104-92,  and  PL.  104-99. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

AMOUNTS  AVAILABLE  FOR  OBLIGATION1 

FY  1995  FY  1996  FY  1997 

Actual  Policy  2  Estimate 
General  funds: 

Annual  appropriation $91,247,000  $133,072,000  $136,163,000 

Reductions  pursuant  to  P.L.  103-333 -998,000  -- 

Rescission  pursuant  to  P.L.  104-19 -216.000  —  ~ 

Subtotal,  adjusted  appropriation 90,033,000  133,072,000  136,163,000 

Comparable  transfers  to: 

SSA  pursuant  to  P.L.  103-296 -2,722,000 

OIG  from  10S  for  security  protection  function -420,000  — 

PSC  from  ASMB  and  ASPER  for  transferred  functions     -3.315.000  -3.315.000  = 

Subtotal 83,576,000  129,757,000  136,163,000 

Comparable  transfers  from: 

OASH  for  transferred  functions +64,899,000 

HRSA  for  Beneficiary  Medical  Program +750.000  —  — 

Subtotal,  adjusted  general  funds 149,225,000  129,757,000  136,163,000 

Trust  funds: 

Annual  appropriation 31,008,000  7,278,000  9,187,000 

Reductions  pursuant  to  P.L.  103-333 -332.000  —  ~ 

Subtotal,  adjusted  appropriation 30,676,000  7,278,000  9,187,000 

Comparable  transfers  to: 

SSA  pursuant  to  P.L.  103-296 -23.397.000  =  — 

Subtotal 7,279,000  7,278,000  9,187,000 

Comparable  transfers  from: 

SSA/OHA  to  DAB  for  Medicare  appeals  function  .  .  .     +1.940,000  +1.983.000  = 

Subtotal,  adjusted  trust  funds 9,219,000  9,261,000  9,187,000 

Total  budget  authority 158,444.000  139,018,000  145,350,000 

Unobligated  balance  lapsing    -663.000  —  — 

Total  obligations    $157,781,000  $139,018,000  $145,350,000 


'    Excludes   the   following   amounts   for   reimbursements:      FY  1995~$80,782,000;    FY  1996- 
$85,000,000;  FY  1997-$85, 000,000. 

2  Based  on  levels  of  the  ninth  CR. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 
SUMMARY  OF  CHANGES 


1996     General  funds  policy /adjusted  appropriation    $133,072,000 

HI/SMI  trust  funds  transfers    7,278,000 

Comparable  transfers -1.332.000 

Total  estimated  budget  authority $139,018,000 


1997     Request-General  funds    $136,163,000 

Request--HI/SMI  trust  funds  transfers    9.187.000 

Total  estimated  budget  authority $145,350,000 

Net  change +$6,332,000 

1996  Current 

Estimate  Base        Change  from  Base 
Budget  Budget 

(FTE)     Authority      (FTE)     Authority 
Increases: 

A.  Built-in: 

1.  Annualization  of  January  1996  pay  raise  (2.5%)    ...  (1,197)  $81,668,000  —  +$551,000 

2.  Effect  of  January  1997  pay  raise  (3.1%)    (1,197)  81,668,000  —  +2,135,000 

3.  Within-grade  increases  and  career  ladder  promotions     (1,197)  81,668,000  —  +944,000 

4.  Increase  in  RENT  Related  Services —  2,278,000  +700.000 

Subtotal —     +4,330,000 

B.  Program: 

1 .  Increase  for  Anti-Terrorism  activities    —  —     +15    +5.000.000 

Total  increases +15  +$9,330,000 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

SUMMARY  OF  CHANGES 
(Cent.) 

1996  Current 

Estimate  Base       Change  from  Base 
Budget  Budget 

(FTE)    Authority     (FTE)    Authority 
Decreases: 

A.  Built-in: 

1 .  Decrease  in  share  of  Service  and  Supply  Fund  costs  ..        —     $5,486,000     —    -$1,027,000 

2.  Decrease  in  Rental  Payments  to  GS A/Delegated 

Authority     —      15,770,000     —         -492.000 

Subtotal -      -1,519,000 

B.  Proeram: 

1.  FTE  reduction (1,197)    81,668,000    (-10)      -703,000 

2.  Net  decrease  in  other  non-salary  administrative  costs    .         —      28,861,000    _= -776,000 

Subtotal MO)    -1,479,000 

Total  decreases    (-10)    -2,998,000 

Net  change (+5)  +$6,332,000 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

BUDGET  AUTHORITY  BY  ACTIVITY 

(Dollars  in  thousands) 


FY  1995  FY  1996  FY  1997 

Actual  Policy       '  Estimate 

FTE  Amount  FTE    Amount  FTE    Amount 

Immediate  Office  of  the  Secretary 77  $5,419  82       $5,759  81       $5,800 

Public  Affairs    38  2,830  35        2,904  37        2,924 

Legislation 28  2,434  27        2,336  27        2,352 

Planning  and  Evaluation 103  6,325  104        6,116  102        6,159 

Management  and  Budget    257  21,906  254      23,688  250       23,695 

Departmental  Appeals  Board 58  4,211  60        4,339  59        4,469 

Intergovernmental  Affairs 36  3,313  36        3,226  35        3,249 

Genera]  Counsel 275  27,784  289      26,828  291      28,444 

Public  Health  and  Science 501  65,752  310     44,750  305      45,064 

Anti-Terrorism    —  —  —             —  15        5,000 

RENT/Delegated  Authority  and 

Related  Services2 —  9,322  —       10,698  —       10,997 

Common  Expenses2 —  2,995  —        2,888  —         2,738 

Service  and  Supply  Fund  payment2 —  5.490      ~        5.486       ~         4.459 

Total  budget  authority 1,373  $157,781  1,197  $139,018  1,202   $145,350 


1  Based  on  levels  of  the  ninth  CR. 

2  Excludes  OGC  and  OPHS  shares. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 
BUDGET  AUTHORITY  BY  OBJECT 

FY  1996  FY  1997  Increase  or 

Policy'  Estimate  Decrease 

Full-time  equivalent  employment    1,197  1,202  +5 

Full-time  equivalent  of  overtime  and  holiday  hours 8  8  — 

Average  SES  salary    $110,424  $113,673  +$3,249 

Average  GS  grade    11.9  11.9  — 

Average  GS  salary    $50,324  $51,823  +$1,499 

Personnel  compensation: 

Full-time  permanent $63,695,000  $66,104,000  +$2,409,000 

Other  than  full-time  permanent 3,048,000  3,155,000  +107,000 

Other  personnel  compensation     1.307.000  1.351.000  +44.000 

Total  personnel  compensation    68,050,000  70,610,000  +2,560,000 

Civilian  personnel  benefits    13,183,000  13,739,000  +556,000 

Benefits  to  former  personnel 435.000  246.000  -189.000 

Total  compensation  and  benefits    81,668,000  84,595,000  +2,927,000 

Travel 1,165,000  1,296,000  +131,000 

Transportation  of  things 137,000  170,000  +33,000 

Rental  payments  to  GSA    11,375,000  10,795,000  -580,000 

Rental  payments  to  others 66,000  73.000  +7,000 

Communications,  utilities,  miscellaneous  charges 3,715,000  3,823,000  +108,000 

Printing  and  reproduction 1,160,000  1,065,000  -95,000 

Advisory  and  assistance  services    377,000  283,000  -94,000 

Other  services 4,525,000  6,587,000  +2,062,000 


Based  on  levels  of  the  ninth  CR. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

BUDGET  AUTHORITY  BY  OBJECT 
(Cont.) 

FY  1996  FY  1997  Increase  or 

Policy'  Estimate  Decrease 

Purchases  of  goods  and  services  from  other 

government  accounts    $11,733,000  $11,559,000  -$174,000 

Operation  of  GOCOs ~-  —  _ 

Research  and  Development  contracts 1,180,000  1,135,000  -45,000 

Operations  and  maintenance    3,971,000  4,681,000  +710,000 

Supplies  and  materials 832,000  1,107,000  +275,000 

Equipment    1,052,000  2,116,000  +1,064,000 

Grants 16.062.000  16.065.000  +3.000 

Total  budget  authority  by  object $139,018,000  $145,350,000  +$6,332,000 


1  Based  on  levels  of  the  ninth  CR. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

ADMINISTRATIVE  COSTS 

(Budget  Authority) 


FY  1996  FY  1997  Increase  or 

Policy1  Estimate  Decrease 
Personnel  compensation: 

Full-time  permanent  (11.1)    $63,695,000  $66,104,000  +$2,409,000 

Other  than  full-time  permanent  (11.3) 3,048,000  3,155,000  +107,000 

Other  personnel  compensation  (11.5)    1.307.000  1.351.000  +44.000 

Total  personnel  compensation  (11.9) 68,050,000  70,610,000  +2,560,000 

Civilian  personnel  benefits  (12.1) 13,183,000  13,739,000  +556,000 

Benefits  to  former  personnel  (13.0) 435,000  246,000  -189,000 

Travel  (21.0) 1,165,000  1,296,000  +131,000 

Transportation  of  things  (22.0) 137,000  170,000  +33,000 

Rental  payments  to  others  (23.2)    66,000  73,000  +7,000 

Communications,  utilities,  miscellaneous  charges  (23.3)  .  3,715,000  3,823,000  +108,000 

Printing  and  reproduction  (24.0) 1,160,000  1,065,000  -95,000 

Advisory  and  assistance  services  (25.1)    377,000  283,000  -94,000 

Other  services  (25.2) 4,525,000  6,587,000  +2,062,000 

Purchases  of  goods  and  services  from  other 

government  accounts  (25.3) 11,733,000  11,559,000  -174,000 

Operation  of  GOCOs  (25.4)    —  —  — 

Research  and  Development  contracts  (25.5) 1,180,000  1,135,000  -45,000 

Operations  and  maintenance  (25.7) 3,971,000  4,681,000  +710,000 

Supplies  and  materials  (26.0) 832.000  1.107.000  +275.000 

Total  administrative  costs $110,529,000  $116,374,000  +$5,845,000 


1  Based  on  levels  of  the  ninth  CR. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 


SIGNIFICANT  ITEMS  IN  HOUSE  AND  SENATE 
APPROPRIATIONS  COMMITTEE  REPORTS 


1996  House  Appropriations  Committee  Report  Language 


Item 


Comprehensive  research,  demonstration  and  evaluation  plan—The  Committee  .  .  .  instructs  the 
Department  to  develop  and  submit  to  the  Committee,  as  part  of  the  President's  budget  request 
each  year,  a  comprehensive  research,  demonstration  and  evaluation  budget  and  plan  that  indicates 
Departmental  programmatic  goals  to  be  achieved  through  its  research,  demonstration  and 
evaluation  activities  and  how  each  separate  program  or  activity  supports  these  overall  goals,  (p. 
125) 

Action  Taken  or  to  be  Taken 

The  Department  will  submit  its  FY  1997  Research,  Demonstration  and  Evaluation  Plan  to  the 
Committee  under  separate  cover. 


1996  Senate  Appropriations  Committee  Report  Language 


Item 


National  women 's  health  clearinghouse-The  Committee  has  directed  [the]  Office  [on]  Women's 
Health  in  the  Office  of  the  Secretary  to  develop  and  implement  the  national  women's  health 
clearinghouse  and  has  directed  that  the  Public  Health  Service  agencies  contribute  a  total  of 
$1 ,400,000  to  this  effort,  each  agency  contributing  their  proportionate  share  as  determined  by  the 
Office  of  the  Secretary.  Sufficient  funding  has  been  included  to  provide  this  support  to  the 
clearinghouse,   (p.  49) 

Action  Taken  or  to  be  Taken 

The  Office  of  Public  Health  and  Science  (OPHS),  Office  on  Women's  Health  (OWH),  has 
undertaken  the  establishment  of  the  National  Women's  Health  Information  Clearinghouse 
(NWHIC).  In  mid-1995,  a  partnership  was  formed  with  the  Defense  Women's  Health  Research 
Program  (DWHRP)  within  the  Department  of  Defense  (DoD)  to  cost-share  the  initiative  on  a  pro- 
rata basis;  the  concurrence  of  the  DWHRP's  oversight  board  was  received  in  early  Fall.  The 
design  of  a  two-part  NWHIC  was  begun  in  November  1995. 

The  NWHIC  will  include  access  to  information  for  consumers,  health  care  professionals,  the 
media,  and  researchers  through  both  a  toll-free  telephone  number  and  the  Internet.  Because  the 
clearinghouse  is  envisioned  as  a  single-point  of  entry  to  Federal  information  about  women's 
health  and  is  intended  to  supplement,  not  supplant,  the  work  of  other  clearinghouses  and  agency 
resources,  OWH  and  DoD  are  securing  agreements  of  cooperation  from  other  Departmental  and 
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government  clearinghouses  to  facilitate  information  dissemination  procedures  acceptable  to  all 
parties. 

The  OWH  and  DoD  anticipate  start-up  of  the  Clearinghouse  in  Summer  1996.  However,  whether 
the  toll-free  telephone  number  will  be  able  to  go  nationwide  immediately  is  a  function  of  potential 
budget  constraints.  Full  implementation  of  this  project  may  be  delayed,  and  collection  of  the 
$1.4  million  from  the  PHS  agencies  has  been  deferred  pending  final  FY  1996  appropriations 
action. 


Item 


Departmental  management- -We  urge  the  Federal  Government  to  remove  any  regulatory  barriers 
which  could  prevent  the  development  of  a  comprehensive  managed  approach  to  health  care  and 
health-related  support  services,   (p.  149) 

Action  Taken  or  to  be  Taken 

The  Department  shares  the  Committee's  concern  that  we  provide  flexibility  to  States  whenever 
possible.  The  Seattle  regional  office  of  HHS  has  been  working  to  further  the  success  of  the 
Oregon  Option  experiment,  which  is  focused  on  facilitating  cooperation  among  Federal,  State, 
and  local  entities  to  redesign  and  test  an  outcomes-oriented  approach  to  intergovernmental  service 
delivery.  In  addition,  the  Boston  regional  office  of  HHS  has  been  working  with  New  Hampshire 
towards  the  goal  of  developing  a  waiver  which  can  be  approved  to  enable  the  integration  of  health 
and  social  services  at  the  local  level.  We  will  continue  to  inform  Congress  about  what  they  can 
do  to  remove  legislative  barriers  that  may  inhibit  State  flexibility. 

Item 

Departmental  management~7he  Committee  notes  that  the  administration  is  moving  closer  to 
establishing  a  National  Bioethics  Advisory  Commission  to  debate  and  make  recommendations  on 
issues  concerning  the  ethical  implications  of  research  on  human  biology  and  behavior,  and  the 
applications  of  that  research.  With  the  increasing  developments  in  biomedicine  and  the  moral  and 
ethical  questions  that  arise  as  a  result,  the  Nation  is  in  need  of  a  standing  commission  of  ethics 
experts.  The  Committee  urges  the  prompt  consideration  of  nominations  for  membership  and 
establishment  of  this  Commission  with  the  designation  by  the  Secretary  of  dedicated  staff  by 
January  1,  1996.   (p.  149) 

Action  Taken  or  to  be  Taken 

Executive  Order  12975,  dated  October  3,  1995,  directed  the  establishment  of  the  National 
Bioethics  Advisory  Commission  (NBAC).  All  members  of  the  Commission  (up  to  15)  are  to  be 
appointed  by  the  President.  The  Department  of  Health  and  Human  Services  was  assigned  the 
responsibility  to  provide  management  and  support  services  to  the  NBAC;  therefore,  HHS  will 
soon  be  submitting  a  reprogramming  request  on  behalf  of  the  National  Institutes  of  Health  to 
enable  funding  for  the  Commission's  operations. 
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Item 

Departmental  management -The  Committee  requests  that  the  Department  of  Health  and  Human 
Services  Chronic  Fatigue  Syndrome  Interagency  Coordinating  Committee  [DHHS  CFSICC]  be 
formally  chartered.  Formal  representation  on  the  CFSICC  must  continue  to  include  NIH,  CDC, 
SSA,  and  FDA,  as  well  as  patient  advocates  and  private  sector  researchers.  In  addition,  the 
Committee  strongly  recommends  the  addition  of  a  representative  from  HRSA.   (p.  150) 

Action  Taken  or  to  be  Taken 

The  Department  is  in  the  process  of  chartering  the  Chronic  Fatigue  Syndrome  Advisory 
Committee,  in  accordance  with  the  requirements  of  the  Federal  Advisory  Committee  Act. 
Formal  Federal  representation  will  include  NIH,  CDC,  FDA,  and  HRSA.  The  Social  Security 
Administration  (now  an  independent  agency  and  no  longer  part  of  HHS)  will  be  invited  to 
participate  on  the  Committee,  and,  if  the  invitation  is  accepted,  will  be  included  among  the 
Committee's  standing  Federal  representatives.  The  Committee  will  also  have  representation  from 
the  communities  of  patient  advocates  and  private  sector  researchers. 

Item 

Office  [on]  Women's  Health--HHS  has  undertaken  a  study  of  the  current  curricula  used  by 
medical  schools  to  train  medical  students  in  women's  health  and  to  begin  to  develop  a  model 
women's  health  curricula  to  aid  medical  schools  in  improving  their  educational  programs 
regarding  the  conditions,  disease,  and  health  needs  of  women.  The  Committee  commends  the 
National  Institutes  of  Health,  the  Health  Resources  and  Services  Administration,  and  the  Office 
[on]  Women's  Health  for  their  addressing  this  important  aspect  of  medical  training,  which  has 
been  overlooked  for  too  long.  The  Committee  encourages  these  three  entities  to  work  together 
to  continue  this  program  and  expand  it  to  other  appropriate  health  professions,  (p.  152) 

Action  Taken  or  to  be  Taken 

The  Office  of  Public  Health  and  Science  (OPHS),  Office  of  Women's  Health  (OWH)  continues 
to  collaborate  with  HRSA  and  the  NIH  Office  of  Research  on  Women's  Health  (ORWH)  to 
improve  the  competencies  of  health  care  professionals  in  the  care  of  women  as  part  of  medical 
education.  Over  the  past  year,  a  number  of  projects  have  been  brought  to  completion  and  new 
initiatives  undertaken.  The  collaboration  between  HRSA's  Council  of  Graduate  Medical 
Education  (COGME),  OWH  and  ORWH  to  develop  recommendations  for  model  methods  to 
deliver  and  teach  women's  health  yielded  a  final  report  that  was  sent  to  Congress  in  July  1995. 

OWH  has  also  conducted  a  national  survey  of  hospitals  approved  for  residency  and  fellowship 
programs  and  has  compiled  a  directory  of  women's  health  training  programs.  Further,  working 
in  collaboration  with  the  OPHS  Office  of  Minority  Health,  OWH  convened  a  conference  titled 
"Cultural  Competence  and  Women's  Health  Curricula  in  Medical  Education,"  where  national 
experts  in  medical  education  discussed  strategies  to  integrate  women's  health  and  cultural 
competence  into  health  care  professional  education.  Additionally,  a  study  of  women's  health 
content  in  medical  school  curricula  has  been  undertaken  by  OWH,  HRSA  and  ORWH  in 
collaboration  with  the  Association  of  American  Medical  Colleges;  both  the  survey  and  data- 
analysis  phases  of  this  study  have  been  completed.    The  report  describing  the  findings  and 
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providing  recommendations  for  a  model  women's  health  curriculum  is  in  the  final  stages  of 
preparation.  However,  the  expansion  of  this  model  curricula  to  other  health  care  professions  is 
limited  by  current  budget  constraints. 


19 


993 

GENERAL  DEPARTMENTAL  MANAGEMENT 
AUTHORIZING  LEGISLATION 


General  Departmental  Management, 
except  accounts  below: 
Reorganization  Plan  No.  1  of  1953 


1996  1997  1997 

Amount  1996  Amount  Budget 

Authorized  Policy  Authorized         Request 


Indefinite       $94,268,000       Indefinite       $95,286,000 


Office  of  Public  Health  and  Science: 
Public  Health  Service  Act, 

Title  III,  Section  301 Indefinite        14,564,000        Indefinite        14,666,000 

Title  III,  Section  319(a) Indefinite                     —        Indefinite         5,000,000 

Title  XVn    Indefinite          4,236,000        Indefinite         4,266,000 

Title  XVII,  Section  1707    '              19,806,000              '                19,945,000 

Title  XX,  Section  2001    2                6,144,000              2                6,187,000 

Unfunded  authorizations: 
Emergency  Response  Fund 
PHSA  Title  III  Section  319 45,000,000     ~    $45,000,000     ~ 

Total  appropriation $139,018,000                          $145,350,000 


1  Authorization  for  Section  1707  of  PHSA  Title  XVII  expired  September  30,  1993.  Reauthorization 
will  be  proposed. 

2  Authorization  for  PHSA  Title  XX  expired  September  30,  1985.  Reauthorization  will  be  proposed. 

20 


994 


GENERAL  DEPARTMENTAL  MANAGEMENT 


APPROPRIATIONS  HISTORY  TABLE 

(Non-Comparable) 

Budget 

Estimate 

to  Congress 

House 

Allowance 

Senate 
Allowance 

Appropriation 

FY  1988 
Appropriation 
Trust  Funds 

$67,135,000 
7,000,000 

$66,359,000 
7,000,000 

$70,859,000 
7,000,000 

$67,840,000 
7,000,000 

FY  1989 
Appropriation 
Trust  Funds 

68,160,000 
7,000,000 

68,160,000 
7,000,000 

68,160,000 
7,000,000 

67,342,000 
6,916,000 

FY  1990 
Appropriation 

Sequester 
Trust  Funds 

Sequester 

71,046,000 
5,085,000 

80,327,000 
31,201,000 

80,577,000 
31,201,000 

80,399,000 
-983,000 

31,201,000 
-101,000 

FY  1991 
Appropriation 

Sequester 
Trust  Funds 

81,350,000 
31,100,000 

82,250,000 
31,950,000 

75,500,000 
28,950,000 

78,944,000 

-1,026 

30,350,000 

FY  1992 
Appropriation 
Trust  Funds 

91,673,000 
31,001,000 

86,673,000 
26,001,000 

79,444,000 
30,350,000 

90,572,000 
30,694,000 

FY  1993 
Appropriation 
Trust  Funds 

93,359,000 
30,861,000 

91,159,000 
30,252,000 

92,093,000 
30,305,000 

90,384,000 
29,985,000 

FY  1994 
Appropriation 

Rescission 
Trust  Funds 

94,149,000 
31,261,000 

94,149,000 
31,261,000 

92,793.000 
31.261,000 

94,431,000 

-656,000 

31,261,000 

FY  1995 

Appropriation 
Rescission 
SSA  Transfer 

Trust  Funds 
SSA  Transfer 

93,351,000 

-2,722,000 
32,161,000 
-23,397,000 

89,500,000 
31,008.000 

88,774,000 
31,008,000 

91,247,000 

-216,000 

-2,722,000 

31,008,000 

-23,397,000 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

APPROPRIATIONS  HISTORY  TABLE 

(Cont.) 


Budget 

Estimate 

House 

Senate 

to  Congress 

Allowance 

Allowance 

Appropriation 

FY  1996 

Appropriation 

$86,162,000 

$116,826,000 

i 

Trust  Funds 

7,204,000 

6,813,000 

FY  1997 

Appropriation 

136,163,000 

Trust  Funds 

9,187,000 

1  As  of  3/13/96,  the  Senate  had  not  yet  acted;  therefore,  Senate  recommendations  cannot  be  provided. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 


FY  1995 
Actual 

FY  1996 
Policv            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount 
1,373      $157,781,000 

FTE                Amount 
1,197      $139,018,000 

FTE               Amount 
1,202      $145,350,000 

FTE            Amount 
+  5    +$6,332,000 

General  Statement 

The  FY  1997  budget  request  for  General  Departmental  Management  (GDM)  proposes  total  funding  of 
$145,350,000  and  1 ,187  full-time  equivalent  (FTE)  positions-an  increase  of  $6.3  million  (or  4.5  percent) 
over  comparable  FY  1996  levels.  This  increase  reflects  a  new  $5  million  request  to  support  the 
Department's  responsibilities  as  lead  Federal  agency  under  the  Federal  Response  Plan  for  the  management 
of  the  response  to  the  health  and  medical  consequences  of  a  major  terrorist  event.  Excluding  this 
proposed  increase  for  anti-terrorist  activities,  the  GDM  request  is  $1.3  million  (or  1.0  percent)  above 
the  comparable  FY  1996  annual  rate  authorized  under  the  ninth  Continuing  Resolution. 

The  GDM  section  of  this  justification  includes  narrative  chapters  describing  the  activities  of  each  Staff 
Division  (STAFFDIV),  plus  the  RENT  and  Common  Expenses  accounts.  Resource  tables  include  only 
funding  provided  from  the  GDM  appropriation.  FTE  figures  include  full-time,  part-time,  temporary,  and 
ceiling-exempt  employees. 

Non-comparable  appropriated  funding  for  GDM  during  the  last  five  years,  including  amounts  available 
for  obligation  from  both  general  funds  and  trust  fund  transfers,  has  been  as  follows: 


Fiscal  Year 

Funds 

FTE 

1992 

$121,266,000 

1,502 

1993 

$120,369,000 

1,477 

1994 

$125,036,000 

1,377 

1995 

$107,649,000 

1,079 

1996 

$140,350,000 

1,197 

The  GDM  appropriation  supports  those  activities  associated  with  the  Secretary's  roles  as  chief  policy 
officer  and  general  manager  of  the  Department.  The  GDM  appropriation  funds  eight  of  the  eleven  OS 
STAFFDIVs,  including  the  Immediate  Office,  Public  Affairs,  Legislation,  Planning  and  Evaluation, 
Management  and  Budget,  Departmental  Appeals  Board,  Intergovernmental  Affairs,  General  Counsel,  and 
Public  Health  and  Science.  In  FY  1996,  the  former  Office  of  the  Assistant  Secretary  for  Health  (OASH) 
and  the  Office  of  the  Secretary  (OS)  were  consolidated  into  a  single  corporate  headquarters.  This 
consolidation  enhances  the  Department's  ability  to  integrate  health  and  human  services  policy  and 
programs  within  the  Department,  while  at  the  same  time  eliminating  an  entire  layer  of  management.  All 
employees  impacted  by  the  OS/OASH  consolidation  have  been  successfully  relocated  within  the 
Department. 


1  Based  on  levels  of  the  ninth  CR. 
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OPHS  is  headed  by  the  Assistant  Secretary  for  Health,  who  serves  as  the  senior  advisor  for  health  and 
science  to  the  Secretary;  provides  leadership  and  coordination  across  the  Department  in  public  health  and 
science;  provides  support  for  the  Surgeon  General  in  the  exercise  of  statutory  requirements  and  assigned 
activities;  and  assures  that  the  mission  of  the  U.S.  Public  Health  Service  is  carried  out  in  the  service  of 
the  Department's  overall  mission  by  chairing  the  U.S.  Public  Health  Service  Council.  In  addition,  OPHS 
has  retained  the  responsibility  for  administering  several  programmatic  activities.  Further  details  about 
OPHS  functions  and  operations  are  discussed  on  pages  55-71  of  this  justification. 

Also  in  FY  1996,  the  former  Office  of  the  Assistant  Secretary  for  Personnel  Administration  (ASPER)  was 
terminated  as  a  separate  entity;  its  components  were  either  merged  into  the  Office  of  the  Assistant 
Secretary  for  Management  and  Budget  (ASMB),  broken  out  as  a  separate  new  STAFFDIV-the 
Departmental  Appeals  Board-or  dispersed  to  the  new  Program  Support  Center  (PSC). 

GDM  also  carries  out  centrally-managed  projects  which  benefit  the  Department's  OPDIVs  and 
STAFFDIVs,  under  the  authority  of  the  Economy  Act  (31  U.S.C.  1535)  or  other  specific  statutes.  Costs 
for  these  activities  are  distributed  among  the  OPDIVs  and  STAFFDIVs  on  a  proportional  basis,  using  an 
established  cost  distribution  formula.  Proposed  FY  1997  projects  are  shown  on  pages  82-83  of  this 
document. 

The  President's  appropriation  request  for  this  account  represents  current  law  requirements.  No  proposed 
law  amounts  are  included. 
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IMMEDIATE  OFFICE  OF  THE  SECRETARY 


FY  1995 
Actual 

FY  1996 
Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount 
77              $5,419,000 

FTE                Amount 
82            $5,759,000 

FTE               Amount 
81           $5,800,000 

FTE            Amount 
-1         +$41,000 

Purpose  and  Method  of 

Operations 

The  Immediate  Office  of  the  Secretary  (IOS)  provides  leadership,  direction,  policy  and  management 
guidance  to  the  Department,  and  support  for  the  Secretary  and  Deputy  Secretary  in  their  roles  as 
representatives  of  both  the  Administration  and  HHS.  The  major  objectives  of  IOS  are:  to  manage  the 
programs  and  activities  of  HHS;  to  implement  Executive  and  Congressional  directives;  and  to  provide 
assistance,  direction  and  coordination  to  the  headquarters,  regional,  and  field  organizations  of  the 
Department. 

IOS  serves  as  the  nucleus  for  HHS  activities,  providing  staff  support  essential  for  the  Secretary  to  manage 
and  direct  the  myriad  programs  mandated  to  the  Department.  Responsibilities  associated  with  policies 
and  issues  that  the  Secretary  and  HHS  must  confront  daily  include: 

•  Reforming  the  nation's  welfare  system  to  empower  recipients  of  Aid  to  Families  with  Dependent 
Children  (AFDC)  to  escape  the  cycle  of  dependence  and  move  toward  self-sufficiency. 

•  Improving  infant  mortality  through  the  elimination  of  barriers  to  prenatal  and  perinatal  care  for 
pregnant  women  and  young  children. 

•  Improving  the  lives  of  children  and  youth  by  ensuring  access  to  immunization,  developmental 
programs  such  as  Head  Start,  and  quality  physical  and  mental  health  care. 

•  Implementing  efforts  to  prevent  child  abuse  and  neglect,  and  encouraging  personal  responsibility 
to  combat  violence,  HIV/AIDS  and  teen  pregnancy. 

•  Strengthening  biomedical  and  behavioral  research  efforts  to  better  understand  and  treat  disease 
and  disability,  thus  helping  to  prevent  or  treat  the  onset  of  cancer,  HIV/AIDS,  heart  disease, 
stroke,  hypertension  and  many  other  diseases. 

•  Increasing  the  efficiency  and  cost-effectiveness  of  the  Department  through  improved  management 
of  resources  and  restructured  operations. 

•  Coordinating  all  Departmental  documents,  issues  and  regulations  requiring  Secretarial  action; 
mediating  the  resolution  of  differences  between  Departmental  components;  communicating 
Secretarial  decisions;  and  ensuring  the  implementation  of  those  decisions. 


1  Based  on  levels  of  the  ninth  CR. 
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Reviewing  all  new  regulations  and  regulatory  changes;  performing  an  on-going  review  of 
regulations  which  have  already  been  published,  with  a  particular  emphasis  on  reducing  the 
regulatory  burden. 

Maintaining  the  management  information  and  document  control  system  that  tracks  over  250,000 
documents,  including  Secretarial  correspondence,  reports  to  Congress,  regulations  briefings, 
memos  and  external/internal  mail. 

Continue  international  initiatives,  including  activities  related  to  the  former  Soviet  Union,  Eastern 
Europe  and  Africa. 


Rationale  for  the  Budget  Request 

The  FY  1997  request  for  IOS  is  a  increase  of  $41,000  and  a  decrease  of  1  FTE  from  FY  1996  levels. 
The  dollar  increase  will  help  to  defray  the  costs  of  the  anticipated  January  1997  pay  increase  of  3.1 
percent  and  mandatory  personnel  costs  such  as  within-grade  increases  and  career-ladder  promotions. 
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ASSISTANT  SECRETARY  FOR  PUBLIC  AFFAIRS 


FY  1995 
Actual 

FY  1996 
Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount 
38             $2,830,000 

FTE                Amount 
35            $2,904,000 

FTE               Amount 
37          $2,924,000 

FTE            Amount 
+  2          +$20,000 

Purpose  and  Method  of 

Operations 

The  Office  of  the  Assistant  Secretary  for  Public  Affairs  (ASPA)  serves  as  the  principal  public  affairs 
office  in  all  aspects  of  Departmental  policy  and  activities;  oversees  the  planning,  management  and 
execution  of  communication  activities  in  HHS;  conducts  Department-wide  public  affairs  programs; 
provides  public  information  and  support  on  legislative  initiatives  which  cut  across  program  and  OPDIV 
lines;  administers  the  Freedom  of  Information  Act  (FOIA)  and  Privacy  Act  Department-wide;  and 
provides  information  on  Departmental  actions  and  purposes  to  the  public  in  general. 

ASPA  is  also  responsible  for: 

•  Providing  information,  advice  and  counsel  to  the  Secretary  and  other  senior  Department  officials 
to  assure  that  public  affairs  aspects  are  considered  in  the  establishment  of  Department  activities. 

•  Conducting  an  active  program  of  communication  with  the  public  on  behalf  of  the  Department 
through  the  media  and  other  avenues,  to  further  public  understanding  of  Departmental  programs 
and  issues. 

•  Providing  functional  management  of  public  affairs  activities  throughout  HHS,  to  assure  that 
Departmental  priorities  are  followed  and  that  public  affairs  and  public  education  activities  are 
cost-effective  and  not  duplicative.  Such  functional  management  includes  the  review  and 
evaluation  of  OPDIV  public  affairs  activities,  thereby  ensuring  that  informative  materials  are 
delivered  to  the  public  in  the  most  cost-effective  manner  possible. 

•  Setting  policies  and  procedures  within  the  Department  for  administering  FOIA,  the  Privacy  Act, 
and  other  information-access  statutes  that  assure  the  public's  right  to  know  and  protect  an 
individual's  right  to  privacy. 

•  Communicating  the  effectiveness  of  HHS  radio  to  local  radio  stations  to  provide  up-to-the  minute 
audio  news  and  information  on  health  and  social  issues. 

•  Initiating  outreach  to  the  Hispanic  media  and  community  by  providing  important  health  messages 
through  such  materials  as  Spanish-language  audio  news  releases  and  news  mattes,  and  Spanish- 
language  stories  on  HHS  radio. 


Based  on  levels  of  the  ninth  CR. 
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•  Reviewing  Departmental  requests  for  clearance  of  publications  and  audio-visual  materials,  with 
the  goal  of  eliminating  wasteful  spending,  improving  communications  to  the  public,  and  finding 
more  strategic  and  cost-effective  means  of  providing  information. 

•  Providing  OpEd  and  other  materials  on  a  regular  basis  to  national,  regional  media,  including 
minority  media,  with  a  special  emphasis  on  personal  responsibility  and  the  importance  of  the 
family. 

•  Producing  speeches,  statements,  articles,  editorials,  video  scripts  and  other  written  materials  for 
Department  officials. 


Rationale  for  the  Budget  Request 

The  FY  1997  request  for  ASPA  is  a  increase  of  $20,000  dollars  and  2  FTE  from  FY  1996  levels.  The 
FTE  increase  is  due  to  the  merger  of  OASH  into  OS,  which  resulted  in  an  additional  public  affairs 
workload  being  shifted  to  ASPA.  The  dollar  increase  will  help  to  defray  the  costs  of  the  anticipated 
January  1997  pay  increase  of  3. 1  percent  and  mandatory  personnel  costs  such  as  wi thin-grade  increases 
and  career-ladder  promotions. 
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ASSISTANT  SECRETARY  FOR  LEGISLATION 


FY  1995                             FY  1996 
Actual                                Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount        FTE                Amount 
28             $2,434,000          27            $2,336,000 

FTE               Amount 
27          $2,352,000 

FTE            Amount 
+  $26,000 

Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Legislation  (ASL)  serves  as  the  principal  information  resource 
and  liaison  with  the  Congress  for  health  and  human  service  issues;  serves  as  HHS  chief  legislative  liaison 
to  executive  officials  of  the  White  House,  OMB,  and  other  Executive  Branch  departments;  and  serves  as 
the  principal  advisor  to  the  Secretary  and  the  Department  on  congressional  activities. 

ASL  is  also  responsible  for: 

•  Providing  information,  data,  and  materials  concerning  issues  and  programs  within  the  jurisdiction 
of  the  Department  to  Members  of  Congress  and  their  staffs. 

•  Advocating  the  Administration's  health  and  human  services  legislative  agenda  with  members  of 
Congress  and  congressional  staff. 

•  Directing  and  coordinating  legislative  initiatives  to  ensure  consistent  and  strong  advocacy  before 
the  Congress. 

•  Providing  guidance  on  the  development  and  analysis  of  Departmental  legislation  and  policy, 
including  formulation  of  the  budget. 

•  Preparing,  clearing  and  editing  testimony  and  bill  reports  on  pending  legislation. 


Rationale  for  the  Budget  Request 

The  FY  1997  request  for  ASL  is  an  increase  of  $26,000  over  FY  1996.  The  dollar  increase  is  to  cover 
mandatory  personnel  costs  such  as  the  annualization  of  the  January  1996  pay  raise,  the  anticipated  January 
1997  pay  raise,  and  within-grade  increases  and  career  ladder  promotions. 


Based  on  levels  of  the  ninth  CR. 
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ASSISTANT  SECRETARY  FOR  PLANNING  AND  EVALUATION 


FY  1995                             FY  1996 
Actual                                Policv            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                 Amount         FTE                 Amount 
103           $6,325,000          104            $6,116,000 

FTE                Amount 
102           $6,159,000 

FTE            Amount 
-2         +$43,000 

Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE)  provides  policy  analysis  and 
advice;  guides  the  formulation  of  legislation;  coordinates  strategic  and  implementation  planning;  conducts 
regulatory  analysis  and  reviews  regulations;  oversees  the  planning  of  evaluation,  non-biomedical  research, 
and  major  statistical  activities;  conducts  and  administers  evaluation,  data  collection,  and  research  projects 
that  provide  information  needed  for  policy  development;  and  provides  other  technical  support  services, 
including  simulation  modelling,  programming,  and  technical  assistance.  In  addition,  following  the  merger 
of  OASH  with  OS,  ASPE  has  undertaken  additional  activities  in  the  areas  of  public  health,  science,  and 
data  policy. 

The  major  accomplishments  planned  for  ASPE  in  FY  1997  are  as  follows: 

•  Provide  planning,  analytic  support,  and  evaluation  of  activities  implemented  in  support  of  the 
President's  HHS-related  goals  and  objectives. 

•  Conduct  planning  and  policy  analysis  for  major  policy  issues-in  particular  health  care  reform, 
welfare  reform,  disability,  long-term  care,  science  policy,  and  programs  for  children,  youth  and 
the  elderly. 

•  Conduct  short-term  analyses  of  issues  and  options  for  the  Secretary  and  the  Administration. 

•  Coordinate  the  Department-wide  planning  of  evaluation  and  policy  research  studies  to  provide 
information  on  important  policy  issues,  and  conduct  such  studies.  A  major  focus  will  be  to 
coordinate  Departmental  research  initiatives  related  to  ongoing  and  potential  transformations  in 
health  and  welfare  services. 

•  Provide  policy-relevant  information  on  public  and  private  sector  trends  which  are  relevant  to 
health  and  human  services  issues. 

•  Manage  the  development  of  the  Department's  legislative  program,  other  than  appropriations. 

•  Coordinate  the  Department's  planning  of  high  priority  regulations,  and  review  regulations  for 
policy,  economic,  and  family  impact. 

•  Guide  Department-wide  planning  for  the  implementation  of  new  public  laws  affecting  HHS. 


Based  on  levels  of  the  ninth  CR. 
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Maintain  and  further  develop  microsimulation  models  to  support  the  Administration's  initiatives 
on  health  care  reform,  welfare  reform,  and  other  issues. 

Strengthen  the  Department's  capabilities  in  data  policy  development  and  coordination,  both 
internally  and  in  collaboration  with  the  health  community  generally. 


Rationale  for  the  Budget  Request 

The  FY  1997  request  for  ASPE  is  an  increase  of  $43,000  and  a  decrease  of  2  FTE  from  FY  1996  levels. 
The  dollar  increase  will  be  used  to  cover  the  costs  of  the  annualization  of  the  January  1996  pay  raise,  the 
anticipated  January  1997  pay  raise  of  3.1  percent,  and  mandatory  personnel  costs  such  as  within-grade 
increases  and  career-ladder  promotions. 
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ASSISTANT  SECRETARY  FOR  MANAGEMENT  AND  BUDGET 


FY  1995                              FY  1996 
Actual                                 Policv            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount        FTE                Amount 
257           $21,906,000        254           $23,688,000 

FTE               Amount 
250        $23,695,000 

FTE            Amount 
-4          +$7,000 

Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Management  and  Budget  (ASMB)  advises  the  Secretary  on  all 
aspects  of  administration  and  financial  management,  and  provides  general  oversight  and  direction  of  the 
administrative  and  financial  organizations  and  activities  of  the  Department.  Major  areas  of  ASMB 
responsibility  in  the  areas  of  financial  services,  information  resources  management  services,  budget 
services,  grants,  acquisition  and  logistics  services,  and  administrative  services  include  the  following: 

•  Budget  Services  Advises  the  Secretary  on  Departmental  budget  and  management  policy  issues. 
Manages  the  preparation  of  the  Department's  annual  budget,  and  prepares  the  Secretary  to  present 
and  defend  the  annual  budget  before  Congressional  committees  and  the  public.  Manages  the 
production  of  work  products  prepared  specifically  for  OMB  and/or  Congress,  such  as 
justifications  of  estimates,  hearings  transcripts  and  related  materials,  and  effect  statements. 
Furnishes  analyses,  options,  and  recommendations  on  all  budget  and  management  issues. 
Establishes  and  maintains  equal  employment  opportunity  (EEO)  programs  for  OS.  Establishes 
and  manages  audit  follow-up  policy  for  the  Department,  and  prepares  the  Secretary's  semi-annual 
report  for  Congress  on  audit  management.  Manages  the  Federal  Managers  Financial  Integrity 
Act  (FMFIA)  process  for  the  Department  and  prepares  the  Secretary's  annual  FMFIA  report  to 
the  President  and  Congress.  Coordinates  processes  to  incorporate  performance  measurement 
information  into  the  HHS  budget.  Administers  the  Department's  systems  for  delegations  of 
authority  and  reorganization. 

•  Financial  Services  Advises  the  Secretary  on  all  aspects  of  financial  management,  and  directs, 
coordinates  and  provides  support  for  all  financial  management  activities  across  the  Department. 
Provides  leadership  to  OPDIV  senior  financial  managers,  including  the  OPDIV  Chief  Financial 
Officers  (CFO),  through  the  CFO  Council.  Manages  and  directs  implementation  of  the 
requirements  of  the  CFO  Act  and  the  Government  Management  Reform  Act  (GMRA).  Provides 
support  to  program  and  financial  managers  for  implementation  of  the  Government  Performance 
and  Results  Act  (GPRA).  Develops  Department-wide  financial  management  policies  and 
standards  in  conformance  with  the  Federal  Accounting  Standards  Advisory  Board  (FASAB) 
government-wide  accounting  concepts  and  standards.  Serves  as  departmental  liaison  with  central 
agencies  on  financial  matters. 

•  Grants.  Acquisition  and  Loeistic  Services  Advises  the  Secretary  and  the  ASMB  in  the  areas  of 
grants  management,  acquisition,  and  logistics.  Develops  Department-wide  grants,  acquisition, 
and  logistics  policies  and  training,  and  works  with  OMB  and  other  Federal  agencies  in 


Based  on  levels  of  the  ninth  CR. 
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formulating  government-wide  policies.  Conducts  projects  to  pursue  innovation  and  improvement 
in  the  management  of  the  Departments's  procurement,  grants,  and  logistics  operations. 
Formulates  cost  principles  and  related  policies  for  determining  and  reimbursing  grant  and  contract 
costs.  Develops  and  manages  training  and  certification  programs  for  HHS  grants  and  acquisition 
staff.  Resolves  cross-cutting  audit  findings  on  grantees  and  contractors.  Manages  the 
Department's  Small  and  Disadvantaged  Business  Utilization  Program.  Awards  and  administers 
contracts  in  support  of  the  program  needs  of  OS. 

•  Office  of  Human  Resources  Provides  leadership  to  the  development  and  assessment  of  the 
Department's  human  resources  programs  and  policies.  In  coordination  with  the  OPDIVs,  designs 
human  resource  programs  that  support  and  enhance  the  HHS  mission.  Provides  technical 
assistance  to  the  OPDIVs  in  building  the  capacity  to  evaluate  the  effectiveness  of  their  human 
resource  programs  and  policies.  On  behalf  of  the  Department's  Director  of  Equal  Employment 
Opportunity,  adjudicates  complaints  of  discrimination.  Serves  as  Department  liaison  to  central 
management  agencies  exercising  jurisdiction  over  personnel  and  EEO  matters. 

•  Information  Resources  Management  (IRM)  Services  Advises  the  Secretary  and  the  ASMB  on 
issues  and  policies  pertaining  to  the  utilization  of  information  resources.  Coordinates  the 
Department's  annual  IRM  strategic  planning  and  budgeting  process.  Develops  policies,  conducts 
IRM  and  major  information  system  reviews,  and  oversees  the  Department's  IRM  acquisition 
management  activities.  Monitors  the  Department's  compliance  with  the  Paperwork  Reduction 
Reauthorization  Act  of  1986  and  the  Computer  Security  Act  of  1987.  Responsible  for 
implementing  the  various  provisions  of  the  Information  Technology  Management  Reform  Act  of 
1996  (the  "Cohen  Act"),  including  the  interfaces  with  the  Government  Performance  and  Results 
Act  and  the  Chief  Financial  Managers  Act.  Develops  infrastructure  and  information  system 
standards  to  enhance  the  Secretary's  management  of  the  Department.  Provides  network  services 
for  OS.  Facilitates  Departmental  efforts  to  provide  on-line  information  resources  to  the  public. 
Manages  the  OS  Central  Network  and  ADP  support  contracts.  Develops  IRM  plans  and 
coordinates  the  IRM  activities  of  OS. 

•  Administrative  Services  Provides  policy  direction  and  technical  assistance  to  the  OPDIVs  and 
formulates  Department-wide  policy  in  the  areas  of  real  property  management,  occupational  safety 
and  health,  environmental  management,  energy  management,  physical  security,  historical 
preservation  and  postal  management.  Manages  the  operation  and  maintenance  of  the  Hubert  H. 
Humphrey  (HHH)  Building  under  the  GSA  Delegated  Buildings  Program,  including  major 
projects  to  restore  public  areas,  office  renovation  projects,  and  energy  conservation  initiatives. 
Provides  direct  operational  services  to  Departmental  agencies  and  offices  in  the  Southwest 
Washington,  DC  complex.  These  services  include:  physical  security,  ID  badging,  occupational 
safety  and  health,  parking,  and  space  planning,  design,  acquisition  and  disposal. 

The  FY  1997  budget  request  will  allow  ASMB  to  carry  out  the  following  major  goals  and  objectives: 

Budget  Services 

•  Plan  all  HHS  events  for  the  FY  1998  Departmental  budget,  including  reviewing  OPDIV  requests, 
developing  alternative  recommendations,  and  ensuring  timely  submissions  to  OMB  and  the 
Congress. 
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Provide  the  Secretary  with  all  budget-related  materials  and  information  necessary  for  presentation 
to  any  audience.  This  involves  ensuring  that  the  Secretary  is  successful  in  budget  presentations 
in  support  of  the  programs  of  the  President. 

Successfully  address  the  major  workloads  imposed  bv  OMB  in  support  of  the  annual  budget 
submission  and  other  program  budget  analyses  and  est  mates  which  occur  throughout  the  year. 

Develop  and  make  modifications  to  all  Departmental  budget  preparation  processes,  presentations, 
and  submissions  to  reflect  changes  due  to  functional  restructuring  and  the  reshaping  of  major  on- 
going discretionary  programs. 

Coordinate  HHS  efforts  to  incorporate  performance  measurement  information  into  the  HHS 
budget. 

Manage  the  FMFIA  and  audit  follow-up  programs  for  the  Department,  streamlining  program 
processes  and  strengthening  corrective  actions. 

Reduce  the  cost  of  processing  EEO  complaints  by  using  lower-cost  alternatives  to  a  full 
investigation,  as  provided  in  29  CFR  Part  1614  and  delegated  HHS  authority. 

Develop  and  offer  to  OS  organizations  a  variety  of  training  programs  designed  to  identify  and 
resolve  systemic  employment  problems  leading  to  EEO  complaints. 

Provide  Fund-wide  direction  for  financial  management  of  the  Service  and  Supply  Fund  and 
manage  the  policies  set  by  the  Board  of  Directors. 


Financial  Services 


As  required  by  the  CFO  Act  of  1990,  issue  the  Department's  Annual  CFO  Report  and  the 
Financial  Management  Status  Report  and  Five-Year  Plan  and  provide  support  to  government-wide 
CFO  initiatives.  In  addition,  as  required  by  the  GMRA  of  1994,  oversee  the  preparation  of 
OPDIV/ Agency  audited  and  unaudited  financial  statements.  Develop  and  issue  the  Departmental 
consolidated  financial  statements  to  include  the  development  and  publication  of  performance 
measures  in  conjunction  with  the  HHS  plan. 

Provide  support  to  the  government-wide  initiatives  of  the  National  Performance  Review  (NPR), 
including  Electronic  Benefit  Transfer  (EBT)  and  Electronic  Commerce. 

Provide  general  guidance  and  direct  assistance  to  OPDIVs,  programs  and  activities  which  are 
implementing  the  requirements  of  GPRA 

Develop  electronic  commerce  alternatives  for  the  processing  of  financial  information  in 
acquisitions  using  a  government  bank  card  and  expand  the  Electronic  Data  Interchange  (EDI) 
capability  with  vendors  for  financial  information  in  accordance  with  the  government-wide 
initiatives  on  streamlining  procurement  activities. 

Maintain  the  Financial  Information  Reporting  System  (FIRS)  which  provides  summary  financial 
information  in  a  central  database  that  can  be  readily  accessed  by  managers  at  all  levels  of  HHS. 
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Grants.  Acquisition,  and  Logistic  Services 

•  Initiate  full  development  and  testing  of  a  new  Department-wide  grants  information  system. 

•  Develop  and  field  new  CD-ROM  for  distance  learning  Project  Officer  training. 

•  Introduce  and  manage  a  new  performance  measurement  system  to  replace  operational  reviews  of 
HHS  procurement  offices.  This  system  should  be  compatible  with  the  OMB/President's 
Management  Council  (PMC)  initiative  on  procurement  performance  measures. 

•  Continue  to  work  with  0M6  to  revise  and  strengthen  government-wide  cost  principles  and  grant 
administration  policies  for  universities,  State  and  local  governments,  and  other  non-profit 
organizations. 

•  Develop  and  implement  innovative  grant,  acquisition,  and  logistics  solutions  and  policies  to 
comply  with  recently  legislated  procurement  reforms  and  recent  grant  regulations. 

•  Effectively  and  efficiently  resolve  audit  report  recommendations  within  the  mandated  time  frame. 

•  Continue  to  develop  and  maintain  an  electronic  information  system  technology  on  the 
Departmental  WWW  server,  to  find  and  exchange  acquisition  and  logistics  information  about  and 
for  the  Department. 

•  Manage  the  Department's  Electronic  Commerce  Team  to  implement  the  government-wide 
program  for  conducting  procurement  through  electronic  commerce.  Integrate  financial  functions 
of  invoicing  and  payment  with  the  Department's  efforts  on  electronic  commerce. 

Office  of  Human  Resources 

•  Implement  executive  personnel  delegations  activities  within  HHS .  Continue  to  streamline  internal 
procedures  for  executive  personnel  activities. 

•  Coordinate  human  resource  strategic  planning  efforts  with  work  force  analysis  and  affirmative 
employment  initiatives  to  assist  OPDIVs  and  STAFFDIVs  in  meeting  long-term  programmatic, 
employment  and  management  needs. 

•  Continue  to  support  implementation  of  changes  resulting  from  the  National  Performance  Review 
and  workforce  streamlining  initiatives.  Monitor  workforce  reporting  and  assist  budget  staff  in 
tracking  progress  and  analyzing  results. 

•  Continue  the  streamlining  of  human  resources  policy  and  management  practices,  reflecting  new 
HHS  organizations  and  enhanced  communications  technology.  Continue  efforts  of  consolidation 
and  automation  that  are  geared  toward  optimizing  existing  resources  and  improving  services  to 
our  customers.  Establish  and  enhance  the  OHR  home  page  on  the  Internet,  thereby  making  more 
information  available  faster  to  the  general  public  and  to  employees. 

•  Continue  merit  systems  investigations,  as  referred  by  the  Inspector  General  hotline,  to  identify 
sources  of  fraud,  waste,  abuse,  mismanagement  and  other  violations. 
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Coordinate  the  scheduling  and  receipt  of  personnel  security  investigations  with  OPM's  on-line 
service,  to  further  reduce  processing  time.  Conduct  on-site  security  assistance  and  evaluation 
visits  at  specific  OPDIVs  and  STAFFDIVs. 

Develop  an  assistance  program  to  aid  drug  program  coordinators  to  carry  out  the  guidance  from 
the  HHS  Drug-Free  Workplace  program.  Conduct  a  management  control  review  of  drug-testing 
operations. 

Continue  support  of  the  HHS  automated  training  system. 

Complete  the  restructuring  of  the  administration  of  the  Employee  Assistance  Program. 

Provide  on-going  support  for  Total  Quality  Management  (TQM)  and  change  management 
implementation  throughout  HHS.  Continue  a  variety  of  TQM  enhancements  across  organizations 
and  work  with  customers  to  support  their  change  programs.  Support  a  team  leadership  approach 
to  supervisory  and  management  development  through  the  development  of  model  programs. 

Provide  leadership  for  transition  management,  including  helping  executives  and  managers  develop 
change  (difference  in  external  situation)  and  transition  (internal  psychological  reorientation)  plans, 
enhance  capacity  to  support  these  plans,  and  help  individuals  learn  to  succeed  in  an  environment 
of  constant  change. 

Conduct  capacity  building  sessions  for  change  agents  and  organization  development  specialists 
throughout  the  Department.  Provide  training  and  consulting  in  support  of  departmental 
initiatives. 

Continue  expansion  of  the  Labor-Management  and  Employee  Relations  Electronic  Information 
Systems,  which  provide  electronic  (rather  than  paper)  access  to  current  case  and  statistical 
information  in  the  Labor  Relations  area. 

Continue  administration  of  the  Consolidated  Regional  Labor-Management  Agreement  while 
assisting  in  review  of  continued  appropriateness  of  the  Consolidated  Regional  Bargaining  Unit. 

Continue  to  modernize  the  union  dues  collection  system  and  bargaining  unit  statistical  bases. 

Continue  to  expand  development  and  implementation  of  Alternative  Dispute  Resolution  (ADR) 
programs  in  the  areas  of  labor  relations,  employee  relations,  discrimination  complaints,  and  HHS 
programs  and  OPDIVs. 

Continue  to  utilize  TQM  principles  in  the  management  of  complaints  processing.  Ensure 
operating  procedures  are  adapted  to  comply  with,  and  employ  flexibility  under,  current  EEO 
regulations. 


IRM  Services 


Consolidate  Department-wide  data  centers  to  achieve  cost  savings  and  management  efficiencies 
as  required  by  OMB. 
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•  Consult  with  agencies  on  the  progress  of  selected  information  systems  projects. 

•  Consolidate  and  update  the  Department's  IRM  policies  in  key  functional  areas  to  follow  the  lead 
of  the  National  Performance  Review  (NPR),  emphasizing  strategic  planning  in  support  of  agency 
mission  accomplishment,  business  process  reengineering,  and  investment  analysis. 

•  Periodically  conduct  performance-based,  outcome-oriented  reviews  of  the  OPDIVs  to  assess 
mission  results  achieved  through:  the  use  of  information  technology;  the  management  of  IRM 
programs;  the  management  of  information  systems  investments;  and  the  value  and  benefits  of 
Management  Information  Systems  (MIS)  that  support  agency  program  operations. 

•  Implement  the  various  provisions  of  the  Information  Technology  Management  Reform  Act  of 
1996  (the  "Cohen  Act"),  including  the  interfaces  with  the  Government  Performance  and  Results 
Act  and  the  Chief  Financial  Managers  Act. 

•  Enhance  the  functionality  and  quality  of  service  of  the  OS  Network,  which  currently  supports 
3,500  users.  Enhance  functionality  by:  providing  improved  E-mail,  calendaring,  and  Internet 
access  tools;  supporting  telecommuting  through  an  improvement  in  the  ability  of  users  to  access 
the  network  from  remote  locations;  and  providing  more  current  network-based  directory  services 
(e.g.,  information  on  all  HHS  employees'  E-mail  addresses  and  phone  numbers).  Provide  best- 
value  network  services  by  implementing  achievable  network  performance  measures,  expanding 
the  use  of  automated  network  management  tools,  and  expanding  security  controls. 

•  Implement  video  conferencing  in  OS,  in  coordination  with  video  conferencing  activities 
throughout  the  Department. 

•  Review  proposed  computer-matching  agreements  and  information  collections  to  ensure 
effectiveness  and  compliance  with  Federal  regulations. 

•  Provide  advice  and  guidance  to  the  OPDIVs  on  issues  affecting  policy  and  operations  of  the 
Department's  telecommunications  programs  and  represent  the  Department's  interests  and 
requirements  regarding  government-wide  policies,  issues  and  contracts. 

•  Enhance  the  functionality  of  the  Department's  World-Wide-Web  (WWW)  service.  Manage  the 
information  dissemination  activities  of  the  various  participants  by  ensuring  the  accuracy  and 
currency  of  the  information  presented.  Research  new  and  improved  ways  of  presenting 
information  for  the  various  customer  bases.  Ensure  the  Department  is  properly  represented  on 
the  Internet  and  that  all  appropriate  management  requirements  have  been  or  are  being  satisfied. 

•  Represent  HHS  on  the  Information  Infrastructure  Task  Force.  Coordinate  Department-wide 
support  and  utilization  of  the  National  Information  Infrastructure  and  implementation  of  the 
Information  Technology  recommendations  of  the  NPR. 

Administrative  Services 

•  Develop  and  interpret  HHS  Safety,  Health  and  Environmental  policies  and  monitor 
implementation  of  the  Department's  Occupational  Safety,  Health  and  Environmental  programs. 
Provide  technical  assistance  for  OPDIV  compliance  with  applicable  Executive  Orders  and 
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Federal,  State  and  local  laws  and  regulations. 

•  Develop  and  interpret  HHS  real  property  policies  and  procedures  and  provide  guidance  to  the 
OPDIVs  to  ensure  effective  and  efficient  management  of  the  Department's  real  property  assets. 

•  Continue  a  comprehensive  analysis  of  HHS  compliance  with  the  National  Energy  Conservation 
Policy  Act,  Executive  Order  12902,  Energy  Efficiency  and  Water  Conservation  in  Federal 
Facilities,  and  the  Energy  Policy  Act  of  1992. 

•  Monitor  and  implement  Humphrey  Building  Improvement  Projects  designed  to  improve  working 
conditions  for  HHS  employees. 

Rationale  for  the  Budget  Request 

The  FY  1997  request  for  ASMB  is  an  increase  of  $7,000  and  a  decrease  of  4  FTE  from  comparable 
FY  1996  levels.  This  small  dollar  increase  will  cover  the  net  costs  of  mandatory  personnel-related  costs, 
such  as  the  annualization  of  the  January  1996  pay  raise,  the  anticipated  January  1997  pay  raise,  within- 
grade  increases  and  career  ladder  promotions. 
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ASSISTANT  SECRETARY  FOR  MANAGEMENT  AND  BUDGET 

Program  Impact  Data 


FY  1995 
Workcounts 


FY  1996 
Workcounts 


FY  1997 
Workcounts 


Budget  Services 

Briefing  materials  for  Secretary's  Budget  Council 
decisions: 

-  Briefing  books  prepared 

-  Total  number  of  pages 

charts 
APTs 

Briefing  materials  and  opening  statements  for 
appropriations  hearings: 

-  Briefing  books  prepared 

-  Total  number  of  pages 

statements 
APTs 

Hearings  transcripts  of  testimony  by  HHS  witnesses 

Reports  provided  to  the  Appropriations  Committees 

Formal/informal  EEO  cases  processed 

EEO  counselors  trained/appointed 

Meetings  with  complainants  and  managers  re:   EEO 
complaints 

Affirmative  employment  plans  developed, 
monitored  and  evaluated 

Training  workshops  for  managers  on  EEO  initiatives 

Reorganization  proposals  reviewed 

Delegations  of  authority  approved 

Interagency  agreements  reviewed 

OS  public  use  reports  approved 

Administrative  code  revisions  reviewed 


60 

70 

85 

5,200 

5,000 

6.000 

90 

95 

100 

10 

15 

15 

217 

150 

200 

4,171 

65,500 

70,000 

140 

140 

150 

10 

15 

15 

62 

45 

45 

60 

60 

60 

180 

200 

150 

10 

15 

15 

450 


425 


400 


20 

12 

12 

40 

60 

100 

40 

10 

10 

34 

100 

50 

10 

5 

5 

15 

25 

25 

2,500 

4,000 

5,000 
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Financial  Services 

Key  Departmental  systems  developed  and  enhanced 

Apportionments/reapportionments  processed 

GPRA  Roundtables  conducted 

Programs  assisted  in  performance  measurement 
under  GPRA 

GPRA  Departmental  presentations  (speeches) 

OPDIV  financial  statements  reviewed  under 
CFO  Act  and  GMRA 

Departmental  financial  statements  prepared 

OPDIV  CFO  5- Year  Plans  reviewed 

Travel  reports  issued  on  First  Class  and  Cash-or- 
in  Kind  Travel 

OPDIV  Prompt  Payment  Reports  reviewed 

Grants,  Acquisition,  and  Logistic  Services 

Contracts,  delivery  orders,  and  modifications 
awarded 

Cost  analyses  completed 

Close-out  modifications  handled 

FOIA  requests  handled 

Purchase  orders  and  addenda  awarded 

Oral  purchase  requests  awarded 

Blanket  purchase  agreements  awarded 

In-house  and  outreach  counseling,  assistance,  and 
advisory  services  for  small  and  minority 
businesses 
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FY  1995 

FY  1996 

FY  1997 

Workcounts 

Workcounts 

Workcounts 

1      1 

1 

1 

336 

300 

300 

1 

3 

3 

12 

13 

14 

8 

4 

5 

14 

12 

12 

1 

1 

1 

8 

12 

12 

4 

4 

4 

42 

36 

30 

400 

425 

425 

125 

135 

68 

100 

100 

100 

124 

125 

125 

4,500 

5,000 

2,500 

450 

450 

200 

50 

50 

50 

2,500 


3,000 


3,000 
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FY  1995  FY  1996  FY  1997 

Workcounts  Workcounts  Workcounts 


Studies/analyses  conducted  and  grants,  procurement, 
and  logistic  policy  developed  on  issues  such  as 
accountability,  competition,  cost  principles, 
Federal  Acquisition  Regulation  implementation, 
preference  contracting,  IRM  procurement  integrity, 
debarment,  etc. 

Technical  assistance  given  to  OPDIVs,  OMB,  GSA 
and  contractors  on  award  and  administration  of 
contracts 

Special  studies  on  procurement  activities,  as 
mandated  by  HHS,  OMB  and  Congress 

Logistics  policy  and  regulations  reviewed,  revised, 
and  developed 

Technical  assistance  given  to  OPDIVs,  GSA  and 
OMB  on  logistics 

Performance  measurement,  benchmarking  and 
functional  assistance/analyses  of  OPDIV 
procurement,  grants,  and  logistics  activities 

Reports  analysis  and  follow-up  to  assure 
implementation  of  recommendations  (reports 
issued  by  HHS,  OMB,  GAO  and  OIG);  analysis 
of  periodic  reporting  by  OPDIVs  (including 
audit  reports) 


25  25  25 

600  700  700 

8  8  9 

14  14  14 

550  550  550 

6  6  21 

21  21  23 


Department's  position  on  contract  protests 

and  mistakes  in  bid  developed  70 

Quick  assessment  reviews  (unscheduled)  in 

procurement  practices  and  logistics  4 


Procurement  training  courses  developed  and 
presented  to  HHS  personnel 

Training  workshops  in  contracts,  grants  and 
logistics  conducted 


230  250  230 

10  11  n 


Grants  management  training  courses  provided  to  5Q 

HHS  personnel  50 
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50 

60 

15 

13 

13 

13 

750 

800 

800 

10 

10 

10 

16 

16 

17 
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FY  1995  FY  1996  FY  1997 

Workcounts  Workcounts  Workcounts 

Technical  assistance  given  to  OPDIVs,  STAFFDIVs, 

OMB,  and  grantees  on  award  and  management  of 

grants  1,000  1,000  1,500 

Logistics  training  courses  developed  and  provided 

to  HHS  personnel  4  4  4 

Regulations,  program  announcements,  and  other 
Federal  Register  documents  reviewed 

OPDIV  Program  Announcement  Plans  reviewed 

Audit  reports  resolved 

Logistics  approvals/certifications 

Logistics  reports  prepared 

Logistics  Continuous  Improvement  Teams 

participated  in/recommendations  implemented  8  8  8 

OFPP  Pledge  Initiatives  coordinated  and 

implemented  7  7  7 

Office  of  Human  Resources 

Technical  assistance  on  policies  or  programs  (e.g., 

pay,  benefits,  employee  training  and  development, 

performance  management,  affirmative  action, 

employment,  disciplinary  actions,  grievances, 

evaluations,  awards  and  financial  disclosure)  and 

on  guides  and  models  developed  to  assist  in  policy 

interpretation  3,100  2,700  2,700 

Policy  issuances,  legislative  proposals,  regulations 

and  standards  reviewed  or  issued  120  75  75 

Personnel  program  assessments  and  special  studies 
supported,  conducted  and  reviewed 

Security  investigations  processed 

Drug  and  alcohol  tests  administered 

New  caseload,  Employee  Assistance  Program 
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40 

25 

25 

3,000 

3,000 

3,000 

500 

500 

500 

4,800 

2,400 

2,400 
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FY  1995  FY  1996  FY  1997 

Workcounts  Workcounts  Workcounts 

Capacity  building,  change  and  transition  training 

sessions  28  40  30 

Facilitators  trained  to  deliver  TQM  or  other 

training  60  70  50 

Participants  in  external  development  programs 
(FEI,  LEGIS  Fellows,  etc.) 

Alternative  Dispute  Resolution  (ADR)  cases 

Participants  trained  in  ADR  concepts  and  skills 

Affirmative  action  plans  and  activities 

Oversight  of  EEO  counseling 

Hearings,  decisions,  and  appeals 

IRM  Services 

OPDIV  long-range  IRM  plans  reviewed 

STAFFDIV  long-range  IRM  plans  reviewed 

STAFFDIV  IRM  budgets  reviewed 

Benefit-cost  analyses  for  major  Information 
Technology  Systems  (ITS)  initiatives  reviewed 
and  submitted  to  OMB 

OPDIV  ITS  budget  submissions  reviewed 

Information  collection  requests  reviewed  and 
submitted  to  OMB 

FOIA  requests  handled 

On-site  IRM  reviews  of  OPDIVs 

HHS  IRM  Advisory  Council  meetings  conducted/ 
supported 

OS  IRM  Advisory  Council  meetings  conducted 
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40 

40 

40 

360 

490 

600 

440 

500 

550 

30 

25 

25 

,590 

1,080 

1,240 

530 

325 

380 

6 

6 

8 

10 

10 

10 

11 

11 

11 

3 

3 

2 

6 

6 

8 

40 

40 

40 

10 

15 

15 

3 

2 

2 

6 

6 

6 

8 

8 

8 

FY  1995 

FY  1996 

FY  1997 

Workcounts 

Workcounts 

Workcounts 

20 

20 

20 

15 

15 

15 

65 

60 

60 

2 

2 

2 

10 

10 

10 
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Computer  matching  agreements  approved  by 
Data  Integrity  Board 

Computer  security  plans  reviewed 

Disposition  authorities,  exceptions,  and  other 
actions  relating  to  records,  forms  and  reports 
management 

Major  information  systems  reviews 

Printing  requests  and  waivers 

Policy  direction,  technical  assistance,  training, 

and  other  functional  management  activities  relating 

to  information  management  175  175  175 

Federal  Information  Processing  (FIP)  procurement 
requests: 

-  Number  of  requests  processed  80  40  40 

-  Dollar  value  (millions)  $600  $1,200  $1,200 

Major  excess  ADP  equipment  reassignments: 

-  Number  of  reassTgnments  3  3  3 

-  Current  market  value  (millions)  $6  $4  $4 

New  microcomputers  installed  in  OS  400  600  600 

Office  networks  designed  and  installed  in  OS 
(cumulative) 

IRM  procurements  processed  in  OS 

Telephone  bills  processed 

Telecommunication  service  orders  handled 

Printing  jobs  contracted  out 

Reprographic  jobs  done  in-house 


110 

120 

120 

250 

200 

200 

2,250 

2,400 

2,400 

1,500 

1,500 

1,500 

1,425 

1,500 

1,500 

1,700 

1,650 

1,650 
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FY  1995  FY  1996  FY  1997 

Workcounts  Workcounts  Workcounts 

Administrative  Services 

Technical  assistance  given  to  OPDIVs,  OMB, 
other  agencies,  and/or  contractors  re: 

-  real  property  issues 

-  occupational  safety  and  health  issues 

-  environmental  management  issues 

-  energy  conservation  issues 

-  historic  preservation  issues 

-  physical  security  issues 

-  postal  management  issues 

-  Fitness  Center  policy 

ID  badges  issued 

Parking  permit  applications  reviewed 

Visitor  permits  issued 

Repair  and  alteration  orders  processed 

Facility  and  maintenance  problems  solved 

Preventive  maintenance  inspections  (hours) 

Custodial  maintenance  inspections  (hours) 

Elevator  maintenance  inspections  (hours) 

NOTE:  Workcounts  and  workload  measures  included  in  previous  budget  justifications  but  now  associated 
with  functions  transferred  to  the  Program  Support  Center  in  FY  1996  have  been  deleted. 


220 

430 

430 

210 

300 

300 

180 

230 

230 

210 

300 

300 

60 

70 

70 

30 

100 

100 

10 

10 

10 

40 

50 

50 

3,000 

3,000 

3,000 

1,000 

1,600 

1,600 

6,000 

6,000 

6,000 

400 

450 

450 

5,500 

5,500 

5,500 

4,160 

4,160 

4,160 

2,800 

2,800 

2,800 

300 

300 

300 
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DEPARTMENTAL  APPEALS  BOARD 


FY  1995 
Actual 

FY  1996 

Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount 
58            $4,211,000 

FTE                Amount 
60           $4,339,000 

FTE               Amount 
59           $4,469,000 

FTE           Amount 
-1        +$130,000 

Purpose  and  Method  of 

Operations 

The  Departmental  Appeals  Board  (DAB)  decides  post-award  grant  disputes  and  civil  assessment,  penalty, 
and  other  remedy  cases  prosecuted  by  the  Department.  Since  FY  1992,  DAB  has  been  involved  in 
implementing  the  Administrative  Dispute  Resolution  (ADR)  Act,  which  requires  HHS  to  provide  skills 
training  for  mediators.  In  recent  years,  DAB  has  also  been  given  responsibility  for  reviewing  Civil 
Rights  Reviewing  Authority  cases,  scientific  misconduct  cases.  Clinical  Laboratory  Improvement 
Amendment  (CLIA)  cases,  and  HCFA  adversarial  appeals  cases.  Finally,  DAB's  Medicare  Operations 
Division  now  provides  appellate  review  of  cases  filed  under  Title  XVIII,  parts  A  and  B,  of  the  Social 
Security  Act. 

Based  on  strategic  planning,  the  following  programmatic  goals  and  major  operational  efforts  are  planned 
for  DAB. 

Complete  work  on  grant  award  docket  cases  representing  $1.4  billion  in  disputed  funds. 

Complete  work  on  civil  sanction  cases  representing  approximately  $2  million  in  proposed 
penalties  and  600  years  of  exclusions  for  providers  who  submit  false  claims. 

Receive  53  cases  under  miscellaneous  new  authorities  and  complete  work  on  68. 

Receive  60  requests  for  mediation  services  in  cases  of  alleged  discrimination  filed  under  the 
Department's  EEO  process. 

Complete  work  on  26  Indian  Health  Service  cases  arising  under  the  LaBaron  agreement. 

Compete  work  as  the  third  party  review  authority  in  approximately  30  SSA  disability  cases 
arising  from  Small  v.  Shalala. 

Encounter  work  on  24  appeals  of  Administrative  Law  Judge  decisions  in  penalty  and  exclusion 
cases  and  complete  work  on  24. 

Continue  to  lead  Departmental  efforts  in  Alternative  Dispute  Resolution  and  Negotiated 
Rulemaking  (Reg-Neg),  providing  both  training  and  services. 


Based  on  levels  of  the  ninth  CR. 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  for  DAB  is  an  increase  of  $130,000  and  a  decrease  of  1  FTE  from  FY  1996  levels. 
The  dollar  increase  will  be  used  to  defray  the  costs  of  the  annualization  of  the  January  1996  pay  raise, 
the  anticipated  January  1997  pay  raise  of  3. 1  percent,  and  mandatory  personnel  costs  such  as  wi thin-grade 
increases  and  career-ladder  promotions. 


[FY 
brmei 

R  fin 
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OFFICE  OF  INTERGOVERNMENTAL  AFFAIRS 


FY  1995 
Actual 

FY  1996 
Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount 
36            $3,313,000 

FTE                 Amount 
36           $3,226,000 

FTE               Amount 
35          $3,249,000 

FTE            Amount 
-1         +$23,000 

Purpose  and  Method  of 

Operations 

The  Office  of  Intergovernmental  Affairs  (IGA)  is  composed  of  a  headquarters  office  and  the  ten  offices 
of  the  Regional  Directors.  IGA  undertakes  a  variety  of  assignments  for  the  White  House,  the  Secretary, 
and  the  Deputy  Secretary  in  the  areas  of  administration,  management,  and  intergovernmental  affairs.  IGA 
also  works  closely  with  national  intergovernmental  interest  groups  and  with  individual  State  and  local 
officials  in  ensuring  that  important  lines  of  communication  are  maintained  between  all  levels  of 
government. 

The  Regional  Directors  (RDs)  coordinate  a  range  of  outreach  activities  and  facilitate  cross-cutting 
initiatives  in  the  field.  The  RDs  are  also  the  Secretary's  chief  representatives  in  working  with  the  105 
urban  and  rural  communities  which  have  been  designated  by  HUD  and  USDA  as  Empowerment  Zones 
or  Enterprise  Communities.  As  part  of  a  recent  reexamination  of  the  Department's  field  operations,  the 
RDs'  role  as  liaison  to  State  and  local  officials,  constituency  groups,  private  businesses  and  advocates  has 
been  reemphasized. 

IGA  is  also  responsible  for: 

•  Providing  advice  to  State  and  local  entities  about  the  potential  impact  of  proposed  Departmental 
legislative,  regulatory,  and  administrative  decisions.  This  includes  working  with  HHS  Operating 
Divisions  and  State  and  local  officials  throughout  the  review  process  for  comprehensive  health 
care  and  welfare  reform  demonstration  waivers. 

•  Representing  the  Secretary  and  the  Deputy  Secretary  in  intergovernmental  contacts  with  officials 
from  other  Federal  agencies,  and  local  governments,  their  representative  organizations,  non- 
governmental organizations,  and  other  outside  parties. 

•  Promoting  general  public  understanding  of  the  intergovernmental  programs,  policies,  and 
objectives  of  the  Department. 

In  FY  1996,  as  a  result  of  the  merger  of  OASH  into  OS,  IGA  was  also  given  responsibility  for  an  activity 
formerly  performed  by  OASH:  the  PHS  Regional  Health  Administrators  (RHAs).  The  30  RHA  FTE 
are  funded  under  the  Service  and  Supply  Fund  (SSF);  see  the  SSF  section  of  this  document  for  further 
explanation. 


Based  on  levels  of  the  ninth  CR. 
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Rationale  for  the  Budget  Request 

The  FY  1997  request  for  IGA  is  an  increase  of  $23,000  and  a  decrease  of  1  FTE  from  FY  1996  levels. 
The  dollar  increase  is  to  cover  mandatory  personnel  costs  such  as  the  annualization  of  the  January  1996 
pay  raise,  the  anticipated  January  1997  pay  raise,  and  within-grade  increases  and  career  ladder 
promotions. 


( 

0 
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OFFICE  OF  THE  GENERAL  COUNSEL 


FY  1995 
Actual 

FY  1996 
Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount 
275           $27,784,000 

FTE                 Amount 
289           $26,828,000 

FTE               Amount 
291         $28,444,000 

FTE            Amount 
+  2    +$1,616,000 

Purpose  and  Method  of 

Operations 

The  Office  of  the  General  Counsel  (OGC)  oversees  the  provision  of  legal  advice  and  representation  to 
all  components  of  the  Department,  on  all  aspects  of  agency  operations.  It  is  OGC's  responsibility  to  meet 
all  of  the  legal  services  needs  of  Departmental  components  in  carrying  out  their  respective  responsibilities. 
OGC  does  this  through  its  structure  of  nine  specialized  headquarters  divisions  and  ten  regional  offices. 
The  headquarters  divisions  are  structured  to  have  principal  responsibility  for  providing  policy  guidance, 
direction  and  advice  to  the  Department's  major  programs,  while  the  regional  offices  are  responsible  for 
providing  the  full  range  of  legal  services  to  the  Department's  field  operations.  Specific  legal  services 
provided  by  OGC  to  the  Department  include:  representation  in  both  administrative  and  judicial  litigation; 
preparation  of  legal  opinions;  drafting  and  legal  review  of  legislation,  regulations,  contracts  and  other 
documents;  and  provision  of  informal  legal  counsel. 

Following  are  OGC's  planned  accomplishments,  listed  by  major  activity. 

Business  and  Administrative  Law  (BAD 

•  Represent  the  various  HHS  contracting  activities  in  protests  before  the  General  Services 
Administration's  Board  of  Contract  Appeals  involving  automated  data  processing  equipment,  as 
well  as  represent  HHS  in  major  protests  before  the  General  Accounting  Office. 

•  Assist  the  Department's  leasing  officers  in  negotiations  regarding  the  large  number  of  leases 
directly  negotiated  and  executed  by  HHS  components. 

•  Represent  HHS  before  the  Armed  Services  Board  of  Contract  Appeals  in  appeals  filed  by  HHS 
contractors. 

Office  of  Inspector  General  (OIG) 

•  Provide  review,  assistance  and  representation  as  necessary  in  OIG  program  exclusion  cases  based 
on  fraud  and  other  offenses. 

•  Provide  legal  assistance  and  representation  with  respect  to:  Operation  Restore  Trust,  civil 
settlements  resolving  allegations  of  health  care  fraud  and  abuse;  cases  referred  to  OIG  for 
sanctions  under  the  Patient  Anti-Dumping  Statute;  and  cases  involving  the  imposition  of 
administrative  sanctions  under  the  Civil  Monetary  Penalties  Law. 


Based  on  levels  of  the  ninth  CR. 
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•  Provide  legal  assistance  on  various  regulations  being  developed  by  OIG. 

•  Provide   assistance   to   OIG's   Office   of  Audit   Services   in   reviewing   audit    reports   and 
recommendations  of  program  disallowances  and  recoupment  of  funds. 


Ethics 


•  Provide  legal  advice,  guidance,  and  assistance  with  respect  to  ethics,  criminal  conflict  of  interest 
statutes,  political  activity  restrictions,  anti-lobbying  provisions,  travel  reimbursement  guidelines, 
procurement  integrity  rules,  and  standards  of  conduct  matters  to  Department  officials,  agency 
personnel,  advisory  committees  and  others. 

•  Perform  reviews  and  certifications  of  Executive  Branch  Personnel  Financial  Disclosure  Reports 
(the  SF  278)  submitted  by  senior  career  officials  and  all  political  appointees,  as  required  by  the 
Ethics  in  Government  Act. 

•  Manage  and  oversee  the  distribution  and  review  of  the  Confidential  Financial  Disclosure 
Statements  (the  SF  450)  to  mid-level  government  officials  within  the  Department  who  exercise 
discretion  in  certain  sensitive  areas. 

•  Implement  agency-specific  supplemental  regulations  to  augment  the  Office  of  Government  Ethics 
Standards  of  Ethical  Conduct,  and  revise  residual  HHS  Standards  to  state  only  those  provisions 
not  superseded  by  the  government-wide  standards. 

Legislative  Activities 

•  Draft  bills  necessary  to  carry  out  the  Department's  legislative  program  including  draft 
appropriations  act  language  for  inclusion  in  the  President's  proposed  FY  1997  and  1998  budgets. 
Through  subsequent  legal  advice  and  technical  assistance,  aid  in  the  movement  of  these  legislative 
proposals  through  the  clearance  process  within  the  Department,  and  at  OMB,  and  then  through 
various  stages  of  Congressional  consideration. 

•  Provide  technical  assistance,  at  the  request  of  appropriate  Department  officials,  to  House  and 
Senate  Committee  staffs  in  connection  with  legislation  (other  than  Administration  bills) 
authorizing  or  affecting  HHS  programs. 

•  Provide  technical  assistance,  at  the  request  of  appropriate  Department  officials,  to  both  the  House 
and  Senate  Appropriations  Subcommittee  staffs  in  connection  with  HHS  appropriations  bills, 
including  the  FY  1997  and  1998  Labor,  HHS,  Education  and  Related  Agencies  Appropriations 
Acts,  continuing  resolutions,  supplemental  appropriations,  and  the  like. 

•  Review  and  refer  requests  for  the  Secretary's  views  on  proposed  or  pending  legislation,  and 
ensure  the  accuracy  and  responsiveness  of  replies  from  the  Secretary.  Also,  prepare  replies  to 
requests  from  OMB  for  the  Secretary's  views  on  enrolled  bills. 

Public  Health  Service  (PHS) 

•  Assist  PHS  in  collecting  monies  from  National  Health  Service  Corps  scholarship  recipients  who 
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default  on  service  obligations  and  from  student  loan  recipients  who  default  on  repayment.  Also 
assist  PHS  in  making  recoveries  from  grantees  under  the  Hill-Burton  and  Community  Mental 
Health  Centers  programs. 

•  Represent  the  Department  in  the  1 ,700  outstanding  cases  under  the  Vaccine  Injury  Compensation 
Program,  and  revise  by  regulation  the  Vaccine  Injury  Table  used  in  the  Program. 

•  Defend  against  lawsuits  involving  animal  rights,  environmental  and  other  controversial  issues 
which  could  limit  the  ability  of  PHS  to  conduct  and  support  biomedical  and  behavioral  research. 

•  Assist  PHS  on  AIDS-related  legal  issues,  including  the  In  re:  Factor  VIII  Blood  Products 
Litigation  involving  HIV-infected  hemophiliacs,  the  IOM  study  of  HIV  transmission  to 
hemophiliacs,  reviewing  proposed  or  updated  guidelines  for  preventing  HIV  transmission,  and 
any  investigations  of  unexplained  HIV  transmissions. 

•  Assist  PHS  and  DoJ  in  recovering  misexpenditures  of  funds  and  other  damages  resulting  from 
misconduct  in  science  and  other  fraudulent  activities  by  recipients  of  funds. 

Health  Care  Financing  Administration  (HCFA) 

•  Pursue  civil  money  penalty  actions  against  physicians  who  charge  Medicare  beneficiaries  amounts 
in  excess  of  statutory  limitations. 

•  Defend  the  Department  against  challenges  to  its  final  nursing  home  reform  enforcement  regulation 
and  coordinate  a  large  volume  of  enforcement  actions  (terminations  and  civil  money  penalties) 
that  will  be  brought  against  nursing  facilities  under  the  new  regulations. 

•  Assist  HCFA,  the  Department  of  Justice  (DOJ),  and  the  OIG  in  the  prosecution  of  civil  and 
criminal  fraud  and  abuse  cases,  and  the  recovery  of  millions  of  dollars  in  overpayments,  in 
particular  with  respect  to  the  claims  relating  to  noncovered  investigational  devices,  parenteral 
nutrition,  home  health  services,  and  dual  eligibles. 

•  Assist  HCFA  in  revising  national  drug  rebate  agreement  and  issuing  final  drug  rebate  regulations, 
and  assist  HCFA  and  DOJ  in  defending  these  regulations. 

Administration  for  Children  and  Families  (ACF) 

•  Assist  ACF  by  reviewing  and  providing  comments  to  various  proposals  for  welfare  reform  and 
concerning  the  implementation  of  possible  legislation  which  may  result  in  various  legal 
challenges. 

•  Assist  ACF  in  proposed  major  refocusing  of  the  AFDC/JOBS  program  to  a  more  work-oriented 
program  within  current  statutory  constraints. 

•  Assist  Office  of  Refugee  Resettlement  (ORR)  in  defending  disallowances  anticipated  to  arise 
during  closeout  of  the  State  Legalization  Impact  Assistance  Grant  program. 

•  Assist  in  phase-out  of  Comprehensive  Child  Development  Programs  and  conversion  to  Early 
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Head  Start.  This  will  include  assisting  in  development  of  proposed  and  final  rules  for  the  Early 
Head  Start  program. 

•  Represent  Head  Start  in  termination/non-renewal  actions  as  part  of  the  initiative  to  remove  poor 
grantees  from  the  program. 

•  Continue  to  advise  ACF  regarding  amendments  to  the  Head  Start  Act  and  assist  in  developing 
regulations  to  implement  those  amendments,  including  developing  regulations  concerning 
revisions  to  the  process  for  achieving  compliance  with  program  standards  and  remedying 
deficiencies. 

Administration  on  Aging  (AoA) 

•  Work  with  AoA  to  implement  reauthorization  legislation. 

•  Represent  AoA  in  appeals  from  disallowances  of  unallowable  costs. 

Rationale  for  the  Budget  Request 

OGC  is  requesting  a  net  increase  of  2  FTE  and  $1,616,000  over  its  FY  1996  levels,  to  support  the 
Administration's  and  the  Department's  program  integrity  initiatives  with  respect  to  the  Medicare  and 
Medicaid  programs.  HCFA~which  has  authority  to  issue  civil  monetary  penalties,  assessments,  and 
exclusions  in  48  areas,  ranging  from  nonparticipating  physician  limiting  charge  provisions  to  requirements 
resulting  from  nursing  home  reform-has  begun  to  enforce  several  of  these  provisions.  Legal  clearance 
is  generally  required  before  HCFA  imposes  any  of  these  sanctions,  and  entities  that  are  sanctioned  may 
request  FTE-intensive  administrative  appeals  followed  by  litigation  in  the  Federal  courts. 

OGC  projects  similar  issues  in  the  Inspector  General  area-Operation  Restore  Trust  and  a  rising  volume 
of  gui  tarn  activity  under  the  False  Claims  Act  are  also  creating  increased  needs  for  front-end  legal 
clearance  and  increases  in  administrative  and  judicial  litigation. 
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OFFICE  OF  THE  GENERAL  COUNSEL 

Program  Impact  Data 


Business  and  Administrative  Law 

Inspector  General 

Ethics 

Legislation 

Public  Health  Service 

Health  Care  Financing  Administration 

Administration  for  Children  and  Families/ 
Administration  on  Aging 

TOTAL 


FY  1995 

FY  1996 

FY  1997 

10,377 

10,642 

11,077 

3,809 

4,053 

4,186 

5,566 

5,621 

5,323 

1,101 

991 

1,101 

38,688 

38,973 

39,080 

16,420 

16,428 

16,599 

3,798 

3.902 

3.869 

79,760 


80,610 


81,235 


The  numbers  above  include  cases  and  items.  A  case  is  one  which  has  actually  been  filed,  or  which  either 
HHS  or  the  Department  of  Justice  is  preparing  to  file.  An  item  is  each  discrete  request  for  legal  services, 
including  formal  legal  opinions  as  well  as  internally  generated  items  of  work,  conferences,  meetings,  and 
informal  advice. 
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OFFICE  OF  PUBLIC  HEALTH  AND  SCIENCE 


FY  1995 
Actual 

FY  1996 
Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                 Amount 
501           $65,752,000 

FTE                Amount 
310           $44,750,000 

FTE                Amount 
305         $45,064,000 

FTE            Amount 
-5        +$314,000 

Purpose  and  Method  of 

Operations 

As  part  of  the  Department's  Reinvention  of  Government  and  streamlining  processes,  the  Office  of  the 
Assistant  Secretary  for  Health  (OASH)  was  merged  into  the  Office  of  the  Secretary  (OS)  on  October  1 , 
1995.  This  consolidation  has  eliminated  the  management  layer  represented  by  OASH;  it  has  also  created 
a  unified  corporate  headquarters  for  the  Department  that  brings  expertise  in  public  health  and  science 
closer  to  the  Secretary. 

All  operational  management,  financial,  and  personnel  staff  have  been  moved  out  of  the  Assistant 
Secretary's  office  and  into  either  OS  or  the  Department's  other  Operating  Divisions  (OPDIVs).  In 
addition,  all  Public  Health  Service  OPDIVs  now  report  directly  to  the  Secretary.  These  OPDIVs,  along 
with  the  new  Office  of  Public  Health  and  Science  (OPHS),  continue  to  constitute  the  U.S.  Public  Health 
Service,  with  the  Secretary  as  the  PHS  head. 

On  the  following  pages  are  individual  descriptions  of  and  planned  accomplishments  for  each  of  the  OPHS 
program  offices,  as  well  as  the  Immediate  Office  of  OPHS  (see  OPHS  Summary  Table  on  next  page). 


OPHS  Immediate  Office 

The  OS/OASH  merger  and  reconfiguration  has  created  a  new  role  for  the  Assistant  Secretary  for  Health 
(ASH),  who  is  now  head  of  OPHS.  The  ASH  has  a  "hybrid"  role,  acting  as  senior  advisor  for  public 
health  and  science  to  the  Secretary  and  providing  senior  professional  leadership  in  the  Department  on 
population-based  public  health  and  clinical  preventive  services.  The  ASH  also  exercises  certain 
operational  responsibilities,  including:  directing  the  program  offices  within  OPHS;  providing  professional 
leadership  on  cross-cutting  Departmental  public  health  and  science  initiatives;  and,  at  the  direction  of  the 
Secretary,  providing  assistance  in  managing  the  implementation  of  Secretarial  decisions  for  the  PHS 
OPDIVs. 

To  perform  this  role,  the  ASH  will: 

•  Serve  as  the  senior  professional  representative  to  the  public  health  and  science  communities. 

•  Serve  as  the  senior  professional  representative  on  public  health  and  science-related  interagency 
and  interdepartmental  task  forces,  and  as  the  liaison  with  the  White  House  Office  of  Science  and 
Technology  Policy. 


1  Based  on  levels  of  the  ninth  CR. 
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OFFICE  OF  PUBLIC  HEALTH  AND  SCIENCE 
SUMMARY 


FY  1995 
Actual 


FY  1996 
Policy 


FY  1997 
Estimate 


FTE*      Amount 

Immediate  Office    209  $17,320,000 

Office  of  HIV/AIDS  Policy1  ....     16      1,730,000 

Adolescent  Family  Life 10      6,678,000 

Disease  Prevention  and  Health 
Promotion 22      4,558,000 

President's  Council  on  Physical 

Fitness  and  Sports    14      1,407,000 

Office  of  Minority  Health 67  20,540,000 

Office  of  Research  Integrity  ....  44  3,853,000 

Office  on  Women's  Health     ....  8  2,542,000 

Office  of  Emergency  Preparedness  27  2,180,000 

National  Vaccine  Program3    ....  15  988,000 

Health  Policy,  Planning  and 

Evaluation 15     2,456,000 

Streamlining    --     1.500.000 

Total 447  $65,752,000 

Reimbursables    54 

Total 501 


Increase  or 
Decrease 
FTE*      Amount       FTE*      Amount      FTE*   Amount 

36  $4,750,000         36  $4,783,000        -    +$33,000 

5         550,000  5        554,000        --       +4,000 

16      6,144,000  15     6,187,000         -1      +43.000 


24      4,236,000 


24    4,266,000 


+30,000 


9  1,000,000  9  1,007,000  --  +7,000 

71  19,806,000  71  19,945,000  --  +139,000 

48  3,706,000  45  3,732,000  -3  +26,000 

22  2,552,000  22  2,570,000  -  +18,000 

21  2,006,000  21  2,020,000  --  +14,000 


252  $44,750,000       248  $45,064,000       -4  +$314,000 
58  57  -1 

310  305  -5 

*   Excludes  all  Service  and  Supply  Fund  FTE. 


Based  on  levels  of  the  ninth  CR. 


2  Congressional  action  on  the  FY  1996  appropriation  has  not  included  funding  specifically  for  the  Office  of 
HIV/AIDS  Policy  (OHAP).  The  Secretary  has  earmarked  funds  from  the  limited  resources  available  to  her  to 
continue  this  office  within  OPHS,  reflecting  a  commitment  to  sustain  a  high-level  focal  point  to  provide  leadership 
in  policy  development  and  program  coordination  related  to  the  Department's  response  to  the  HIV  epidemic. 

3  The  National  Vaccine  Program  is  now  located  in  the  Centers  for  Disease  Control  and  Prevention. 
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•  Serve  as  the  senior  professional  spokesperson  on  public  health  and  science  issues. 

•  Provide  advice  to  the  Secretary  in  the  review  of  budget  and  legislative  proposals  related  to  public 
health  and  science. 

•  Assist  the  Secretary  in  developing  a  policy  agenda  for  the  Department  to  address  major 
population-based  public  health,  prevention  and  science  issues. 

•  Fulfill  emergency  preparedness  leadership  responsibilities  in  health. 

•  Assure  that  the  Department  conducts  broad-based  public  health  assessments  designed  to  anticipate 
future  public  health  issues  and  problems  and  to  assure  that  the  Department  devises  and 
implements  appropriate  interventions  and  evaluations  to  maintain,  sustain  and  improve  the  health 
of  the  Nation. 

•  Provide  assistance  in  leading  and  managing  the  implementation  and  coordination  of  Secretarial 
decisions  for  PHS  OPDIVs. 

•  Provide  leadership  and  a  focus  for  coordination  of  population-based  health,  clinical  preventive 
services  and  science  initiatives  that  cut  across  OPDIVs. 

•  Provide  leadership,  management  and  direction  to  the  OPHS  program  offices. 

•  Provide  leadership  and  coordination  with  the  Office  of  International  Affairs  on  international  health 
issues  and  representation  to  foreign  governments  and  multi-lateral  agencies  on  health  issues. 

•  Through  the  Surgeon  General,  provide  direction  of  and  policy  setting  oversight  for  the 
Commissioned  Corps,  as  well  as  providing  the  organizational  base  for  the  Surgeon  General's 
exercise  of  statutory  and  assigned  responsibilities. 

The  OPHS  Immediate  Office  replaces  the  former  PHS  Management  Office  in  OASH.  The  FY  1997 
request  for  the  Immediate  Office  is  an  increase  of  $33,000  over  the  comparable  FY  1996  amount.  This 
funding  level  will  allow  for  the  continuation  of  operations,  although  some  reduction  in  activities  will  be 
required  to  allow  for  absorption  of  the  January  1995  and  1996  pay  raises,  and  other  mandatory  and 
inflationary  increases. 


Office  of  HIV/ AIDS  Policy 

The  mission  of  the  Office  of  HIV/AIDS  Policy  (OHAP)  is  to  provide  professional  expertise  to  the 
Secretary  and  the  ASH  in  the  areas  of  HIV/AIDS  prevention,  treatment  and  rehabilitation,  and  leadership 
in  policy  development  and  program  coordination  related  to  the  Department's  response  to  the  HIV 
epidemic  in  the  United  States.   Its  major  functions  are: 

•  Advising  the  ASH  and  senior  Department  officials  on  appropriate  and  timely  HIV/AIDS  policy, 
priorities  and  implementation  of  HIV  and  AIDS  programs  and  activities. 

•  Assisting  the  Department  in  responding  to  critical  and  fast-breaking  HIV/ AIDS  issues  affecting 

57 


1031 


policy  and  implementation  of  program  activities. 

•  Providing  a  single,  cohesive  source  of  knowledge  for  the  Department's  HIV/AIDS  policies, 

programs  and  activities  ,  and  to  insure  essential  coordination  and  increased  collaboration  among 
the  Department's  health  agencies. 

The  requested  FY  1997  increase  of  $4,000  over  the  FY  1996  level  will  allow  for  the  continuation  of 
ongoing  operations  in  OHAP. 


Adolescent  Family  Life 

The  Adolescent  Family  Life  (AFL)  program,  authorized  in  1981  as  Title  XX  of  the  Public  Health  Service 
Act,  is  administered  and  directed  by  OPHS's  Office  of  Population  Affairs.  Since  the  authorizing 
legislation  expired  in  1985,  the  program  has  been  operating  under  funding  provided  in  the  annual 
Congressional  appropriations  process. 

The  AFL  program  provides  funding  in  three  areas:  care  demonstration  projects,  prevention  projects,  and 
research  projects.  A  major  focus  for  the  AFL  care  projects  is  a  case  management  approach  where  each 
pregnant  adolescent  works  one-on-one  with  a  case  manager  through  the  pregnancy  and  early  parenting 
period  to  address  her  health,  educational  and  social  service  needs  as  well  as  those  of  her  infant  and 
family.  The  primary  objective  of  the  prevention  projects  is  to  delay  the  onset  of  adolescent  sexual 
activity  and  thereby  prevent  adolescent  pregnancy  and  sexually  transmitted  diseases.  Both  the  care  and 
prevention  projects  are  required  to  be  independently  evaluated,  incorporating  a  process  evaluation  of 
program  implementation  and  operation,  as  well  as  an  outcome  evaluation  of  the  impact  of  the  program. 

AFL  research  projects  concentrate  on  improving  the  understanding  of  the  issues  surrounding  teen 
sexuality,  pregnancy  and  parenting  by  investigating  factors  that  influence  adolescent  sexuality, 
contraceptive  and  fertility  behaviors,  the  nature  and  effectiveness  of  care  services  for  pregnant  and 
parenting  teen  and  why  adoption  is  a  little-used  alternative  among  pregnant  adolescents. 

AFL  remains  the  only  Federal  program  focused  directly  on  the  issues  of  adolescent  sexuality,  pregnancy 
and  parenting.  The  proportion  of  adolescents  who  are  sexually  active  has  been  increasing  steadily  for 
the  past  two  decades  and  the  U.S.  adolescent  pregnancy  rates  are  markedly  higher  than  those  for 
adolescents  in  developed  countries.  Several  AFL  programs  have  demonstrated  a  delay  in  sexual  initiation 
for  program  participants  and  there  had  been  some  success  in  improving  adolescent  contraceptive  use. 

The  social  and  economic  costs  of  premature  pregnancy  and  parenthood  are  enormous.  Adolescent 
childbearing  has  long  been  associated  with  reduced  educational  attainment  and  employment  opportunities. 
Poverty  and  receipt  of  Aid  to  Families  with  Dependent  Children  (AFDC)  are  more  prevalent  in  families 
begun  by  adolescents,  particularly  those  that  are  unmarried.  It  is  more  important  than  ever  to  support 
the  implementation  and  testing  of  programs  to  prevent  adolescent  pregnancy. 

The  FY  1997  budget  request  of  $6,187,000  and  15  FTE  is  an  increase  of  $43,000  above  the  FY  1996 
level.  The  cost  of  the  annualization  of  the  FY  1996  pay  raise  and  other  mandatory  costs  will  be 
absorbed.  At  this  level  of  funding,  the  AFL  program  will  provide  innovative,  comprehensive,  and 
integrated  approaches  to  the  delivery  of  care  services  for  pregnant  and  parenting  adolescents.  It  will  also 
allow  AFL  to  continue  efforts  in  the  development,  implementation  and  evaluation  of  programs  designed 
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to  delay  premature  sexual  activity,  provide  sexuality  education  and  provide  services  to  pregnant  and 
pareming  adolescents  and  their  families. 

AFL  Program  Data 

FY  1995  FY  1996                         FY  1997 

Actual  Current  Estimate                  Estimate 

No.        Amount  No.         Amount  No.          Amount 

Demonstration  grants 24    $4,013,000  12    $3,822,000  12    $4,065,000 

Research  grants    6       1.310.000  6         910.000  6         710.000 

Subtotal 5,323,000  4,732,000  4,775,000 

Program  support  costs 1.355.000  1.412.000  1.412.000 

Total $6,678,000  $6,144,000  $6,178,000 

Disease  Prevention  and  Health  Promotion 

The  Office  of  Disease  Prevention  and  Health  Promotion  (ODPHP)  provides  national  leadership, 
coordination,  and  policy  development  related  to  prevention.  Its  central  mandate  is  the  establishment  of 
a  cohesive  framework  for  the  preventive  health  activities  of  the  Department.  Its  long-range  goals  are 
embodied  in  the  prevention  goals  enunciated  in  Healthy  People  2000:  National  Health  Promotion  and 
Disease  Prevention  Objectives  as  goals  for  the  Nation—namely,  to  increase  the  span  of  healthy  life  for 
Americans,  to  reduce  disparities  in  the  health  status  of  subpopulations  of  Americans,  and  to  achieve 
access  to  preventive  services  for  all  Americans.  As  the  principal  staff  office  on  preventive  health  in  the 
Department,  ODPHP  assists  the  ASH  and  OS  in  carrying  out  the  following  major  functions: 

•  Providing  leadership  in  carrying  out  the  Secretary's  priorities  to  improve  the  health  status  of  the 
American  people  through  prevention  and  to  enhance  the  development  and  well-being  of  America's 
children. 

•  Coordinating  and  working  collaboratively  with  the  Department's  Operating  Divisions,  other 
Federal  departments,  and  private  voluntary,  professional  and  trade  associations  to  implement 
programs  and  provide  services  that  support  and  monitor  targeted  improvements  in  key  priority 
areas  of  health  promotion  and  disease  prevention. 

This  activity's  direct  operations  include: 

•  a  legislatively  mandated  health  information  clearinghouse,  providing  information  through 
"gateway",  decentralized  information  outlets  such  as  public  libraries  and  computer-accessed 
electronic  information  systems  to  every  part  of  the  Nation; 

•  the  National  Health  Promotion  Program,  with  a  consortium  of  330  national  professional, 
voluntary,  and  trade  organizations  that  support  accomplishment  of  the  national  health  promotion 
and  disease  prevention  goals  and  objectives; 

•  cooperative  agreements   that  support   enhancement   of  primary   care  preventive   medicine 
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practitioners'  capability  to  provide  science-based  clinical  preventive  interventions  for  patients  and 
through  community  health  programs; 

•  development  and  coordination  of  nutrition  and  dietary  guidance  in  collaboration  with  the  U.S. 
Department  of  Agriculture; 

•  coordination  of  school  health  education  and  services  in  collaboration  with  the  Department  of 
Agriculture  and  the  Department  of  Education;  and 

•  management  and  leadership  tracking  of  progress  on  Healthy  People  2000  objectives. 

The  FY  1997  request  for  ODPHP  is  an  increase  of  $30,000  from  the  FY  1996  level.  This  request  will 
allow  the  continuation  of  current  program  activities  and,  through  increased  efficiencies  of  operation,  to 
undertake  planning  with  the  national  consortium  of  organizations  and  Federal  and  State  partners  of  the 
process  to  develop  national  health  promotion  and  disease  prevention  goals  and  objectives  for  the  first 
decade  of  the  21st  century. 


President's  Council  on  Physical  Fitness  and  Sports 

The  President's  Council  on  Physical  Fitness  and  Sports  (PCPFS)  was  created  in  1956  by  President 
Eisenhower  (Executive  Order  12345,  as  amended).  Its  mission  has  evolved  from  primarily  focusing  on 
youth  fitness  to  promoting  and  encouraging  physical  activity,  fitness  and  sports  participation  for 
Americans  of  all  ages  and  abilities. 

Physical  inactivity  has  been  elevated  to  a  key  risk  factor  for  chronic  diseases  and  health  conditions,  such 
as  coronary  heart  disease,  diabetes,  osteoporosis,  arthritis,  obesity,  hypertension,  selected  cancers,  and 
mental  health  conditions.  Despite  the  recognized  health  benefits  of  physical  activity,  the  U.S.  remains 
a  predominantly  sedentary  society  with  approximately  60  percent  of  Americans  are  either  completely 
inactive  or  only  irregularly  active.  Most  alarming  is  the  fact  that  women,  older  adults,  minorities  and 
persons  with  low  socioeconomic  status  or  low  education  attainment  are  particularly  likely  to  be  inactive. 
PCPFS  aims  to  inform,  motivate  and  assist  the  American  people  on  these  critical  issues-issues  that  need 
to  reach  households  through  both  government  and  private  initiatives. 

The  goals  of  PCPFS  are  addressed  by  utilizing  professional  consultation,  technical  assistance,  public 
information,  program  evaluation  and  program  development.  These  services  are  provided  to  school 
systems,  government  agencies,  employee  organizations,  private  business  and  industry,  professional 
organizations,  recreation  and  park  departments,  national  sports  governing  bodies,  and  others  who  wish 
to  introduce  or  to  improve  physical  activity,  fitness  and  sports  programs. 

PCPFS  encourages  Americans  to  make  a  commitment  to  fitness  through  active  and  regular  participation 
in  sports  and  fitness  activities.  It  is  critical  that  Americans  make  this  lifestyle  commitment  at  an  early 
age.  Unfortunately,  because  of  dwindling  budgets  and  changing  priorities,  many  States  have  omitted 
physical  education  (PE)  classes.  Only  one  state,  Illinois,  continues  to  mandate  daily  P.E.  in  grades  K-12. 
Nationwide,  43.5  percent  of  males  and  52  percent  of  females  in  grades  9-12  are  not  enrolled  in  PE 
(MMWR  Study,  Vol.  40/No.  35). 

PCPFS  promotes  quality  PE  in  the  schools  and  has  made  a  concerted  effort  to  develop  and  make  available 
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to  educators  basic,  sound  fitness  information  at  no  cost.  PCPFS  continues  its  liaison  with  national 
organizations,  governing  bodies  in  sports  and  physical  education,  State  and  local  governments,  and  other 
Federal  departments  and  agencies  to  provide  sound  physical  activity  and  fitness  information  which  will 
complement  existing  resources  and  improve  youth  fitness. 

PCPFS  is  also  responsible  for  the  following  activities: 

•  More  than  2,000,000  students  earned  awards  by  participating  in  the  PCPFS  President's  Challenge 
Physical  Fitness  Awards  program  during  the  1994-1995  school  year.  This  program  has  been 
selected  and  implemented  as  an  instructional  and  motivational  tool  by  more  than  27,000  schools 
in  all  50  states  and  the  District  of  Columbia.  This  PCPFS-administered  program  is  self-sustaining 
and  requires  no  funding  by  the  Federal  government. 

•  Another  self-sustaining,  PCPFS-administered  program  is  the  Presidential  Sports  Award,  which 
promotes  regular  physical  activity  to  Americans  age  six  and  above.  Thousands  of  Americans 
earn  these  awards  each  year  in  68  different  sports  categories.  PCPFS  works  with  national 
associations  and  governing  bodies  of  the  different  sports  to  determine  the  standards  required  to 
earn  these  awards.  The  program  also  actively  promotes  safety  in  all  sports.  This  program 
requires  no  funding  by  the  Federal  government. 

•  In  1995,  PCPFS  provided  more  than  100,000  publications  to  the  general  public,  at  no  charge  to 
those  requesting  them.  PCPFS  has  developed  publications  on  youth,  adult,  and  senior  fitness, 
and  has  cooperated  with  non-profit  groups  to  develop  publications  concerning  fitness  for 
Americans  with  disabilities. 

•  In  1995,  in  conjunction  with  the  Atlanta  Centennial  Olympic  Properties  (ACOP),  PSPFS 
developed  a  Public  Service  Announcement  featuring  IZZY,  the  official  character  of  the  1996 
Olympic  Games.  In  1996,  PCPFS  plans  to  launch  a  three  year  campaign  to  promote  youth 
fitness.  These  efforts  are  privately  funded,  at  no  cost  to  the  Federal  government.  These  PSAs 
have  reached  millions  of  Americans. 

PCPFS  serves  as  an  exceptionally  low-cost  catalyst  promoting  increased  physical  activity  for  young  and 
old  alike  and  for  each  new  generation.  The  vast  majority  of  Americans  do  not  maintain  adequate  physical 
activity  levels  throughout  life,  a  condition  that  will  have  increasingly  grave  consequences  as  automation 
and  technological  advances  continue  to  remove  essential  human  movement  from  our  daily  lives. 

PCPFS  programs  are  supported  largely  through  private  sector  partnerships  wherein  every  Federal  dollar 
spent  leverages  an  increased  return  on  investment.  PCPFS  has  been  instrumental  in  encouraging  the 
development  of  coalitions  of  government,  voluntary,  and  other  national  agencies  with  a  specific  focus  on 
developing  an  orchestrated  series  of  initiatives  related  to  physical  activity  promotion.  Because  of  its 
national  focus,  PDPFS  identifies  relevant  ongoing  campaigns  specifically  targeted  to  physical  activity 
promotion  and  coordinates  policy  interventions  across  target  behaviors  to  avoid  duplication  of  efforts. 

The  FY  1997  budget  request  of  $1,007,000  and  9  FTE  is  $7,000  above  the  estimated  FY  1996  level  and 
allows  PCPFS  to  maintain  existing  high  priority  programs  and  continue  to  promote  physical  fitness 
through  ongoing  information  dissemination  efforts. 
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Office  of  Minority  Health 

The  Office  of  Minority  Health  (OMH)  was  established  in  statute  by  the  Disadvantaged  Minority  Health 
Improvement  Act  of  1990  (P.L.  101-527).  OMH  has  lead  agency  responsibility  within  the  Department 
in  the  formulation  and  development  of  policy  issues  to  address  disparities  in  the  health  status  of  racial  and 
ethnic  minorities.  The  goal  of  OMH  is  to  improve  the  health  status  of  racial  and  ethnic  minority 
populations  in  the  United  States,  which  continues  to  lag  behind  the  health  status  of  the  American 
population  as  a  whole. 

Data  from  the  National  Center  for  Health  Statistics  document  generally  lower  health  status  and  health  care 
use  by  racial  and  ethnic  minorities.  In  1993,  the  life  expectancy  for  Blacks  was  lower  than  the  peak 
attained  during  1984.  The  causes  of  death  that  have  historically  contributed  most  to  the  disparity  in  life 
expectancy  between  Whites  and  Blacks  have  been  cancer,  cardiovascular  disease,  cirrhosis,  diabetes, 
homicide,  infant  mortality,  and  unintentional  injuries.  Recently,  HIV/AIDS  has  contributed  significantly 
to  the  increasing  disparity  in  life  expectancy  between  Whites  and  Blacks.  With  the  addition  of  infectious 
diseases  (e.g.,  tuberculosis,  hepatitis),  these  same  causes  of  death  are  also  mainly  responsible  for  the 
disproportionately  higher  rates  of  disease  among  American  Indian/Alaska  Natives,  Asian/Pacific  Islanders 
and  Hispanics. 

There  have  been  some  improvements  in  minority  health  status.  More  Black  and  Hispanic  women  are 
being  screened  for  breast  cancer.  Death  rates  for  chronic  liver  disease  and  cirrhosis  have  declined  32.4 
percent  among  Black  males  and  35.3  percent  among  Black  females  during  1985-93  while  it  decreased 
only  15  percent  among  White  males  and  17.9  percent  among  White  females.  Between  1980  and  1993, 
minority  enrollment  in  medical  schools  increased  from  15  percent  to  31.3  percent  of  all  medical  students. 

Successful  resolution  of  remaining  health  disparities  requires  better  targeting  of  existing  service  programs 
to  reach  the  populations  most  in  need. 

Under  Executive  Order  12876,  OMH  has  responsibility  to  implement  and  coordinate  the  Historically 
Black  Colleges  and  Universities  Initiative  for  HHS.  OMH  will  continue  to  track  HHS  activities  through 
an  Annual  Performance  Report,  an  Annual  Federal  Plan,  and  a  mid-year  progress  report.  Through  the 
use  of  these  reporting  mechanisms,  OMH  assesses  OPDIV  performance  against  measurable  objectives. 

OMH  is  also  responsible  for  coordinating  the  development  of  Executive  Order  12900,  Educational 
Excellence  for  Hispanic  Americans.  The  goal  of  this  Executive  Order  is  to  improve  the  educational 
outcomes  of  Hispanic  Americans  participating  in  Federal  programs.  Therefore,  OMH  and  the  OPDIVs 
will  develop  an  Annual  Federal  Plan  and  a  mid-year  progress  report  to  assess  progress  in  implementing 
the  Executive  Order. 

OMH  will  continue  to  operate  the  Office  of  Minority  Health  Resource  Center  (OMHRC)  that  serves 
States,  providers  of  health  care  to  minority  populations,  community-based  organizations,  and  consumers. 
OMHRC  provides  information  and  technical  assistance  including  referrals  to  resource  experts  in  minority 
health.  Information  projects  will  support  efforts  to  increase  access  to  care,  improve  health  outcomes,  and 
foster  healthy  lifestyles.  OMHRC  will  also  conduct  a  survey  of  customers  to  better  target  services,  and 
expand  the  range  of  minority  health  information  it  offers  via  the  Internet.  Topics  of  special  concern  will 
include  educating  minority  consumers  on  effectively  using  managed  care,  and  updating  professionals  on 
public  health  performance  measures  appropriate  to  minority  communities. 
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OMH  will  continue  to  build  partnerships  with  State  offices  of  minority  health  and  private  sector  groups 
in  an  effort  to  promote  minority  health  programs  and  policies.  To  date,  29  States  have  established 
offices,  commissions,  advisory  committees  or  programs  of  minority  health  with  missions  and  functions 
similar  to  OMH.  The  establishment  of  State  minority  health  entities  is  crucial  to  a  smooth  operation  of 
the  minority  health  network,  as  they  are  the  pivotal  point  between  Federal  and  local  efforts  to  improve 
the  health  status  of  minority  populations.  They  are  also  key  players  as  the  Department  moves  towards 
performance  partnership  grants. 

OMH  will  also  continue  the  development  of  the  Minority  Health  Network,  a  vehicle  which  States  can  use 
to  develop  partnerships,  access  public  and  private  funding  sources,  share  information  and  expertise,  and 
to  coordinate  activities  to  improve  the  health  status  and  the  quality  of  life  of  racial  and  ethnic  minority 
populations. 

The  FY  1997  budget  request  will  enable  OMH  to  continue  the  following  demonstration  project  activities: 

Family  and  Community  Violence  Prevention  Program:  OMH  has  entered  into  a  cooperative  agreement 
with  a  consortium  of  19  Historically  Black  Colleges  and  Universities  (HBCUs)  to  support  a  family  and 
community  violence  prevention  effort.  The  cooperative  agreement  includes  the  establishment  of  Family 
Life  Centers,  research  activities,  conferences,  an  information  clearinghouse  and  a  community  violence 
newsletter.   Activities  of  the  Family  Life  Centers  include: 

—  Assessment  of  local  community  resources  dedicated  to  addressing  the  problem  of  family  and 
community  violence-e.g.,  Clark  Atlanta  University  in  conjunction  with  Beulah  Services 
Foundation  in  Atlanta,  Georgia  utilized  a  series  of  workshops  to  reach  over  100  high  risk  youths 
on  such  topics  as  disciplining,  possible  effects  of  drugs,  unprotected  sex,  the  African  American 
Teenager,  and  Violence  in  the  Black  Community. 

—  Coordination  with  local  violence  efforts  currently  in  place  to  minimize  duplication  of  efforts  and 
to  maximize  the  use  of  local  resources-e.g.,  LeMoyne  Owen  College  in  Memphis,  Tennessee 
is  working  with  the  Memphis  Police  Department,  the  Memphis  Housing  Authority,  the  Juvenile 
Court  System,  the  West  Tennessee  Area  Health  Education  Center  (AHEC),  the  Memphis  United 
Way,  and  the  Memphis  Fair  Chance  Program  to  avoid  duplication  of  efforts  to  reach/serve  high 
risk  youths; 

—  Design  of  educational  curricula  which  address  interpersonal  and  family  violence— e.g..  Central 
State  University  offers  a  14-week  program  designed  to  improve  academic  performance  and  school 
bonding  with  high  risk  youths  in  a  public  housing  community; 

Minority  Community  Health  Coalition  Demonstration  Projects:  OMH  funded  14  new  three-year  projects 
in  FY  1995.  OMH  will  continue  the  support  of  minority  community  health  demonstration  projects  that 
address  health  problem  areas  identified  in  the  1985  Secretary's  Task  Force  Report  on  Black  and  Minority 
Health,  and  as  specified  in  the  1995  Appropriation  Senate  Report  language. 

Bilingual/Bicultural  Projects:  In  FY  1995,  OMH  funded  15  new  three-year  projects  under  the 
Bilingual/Bicultural  Service  Demonstration  Program.  OMH  will  increase  the  funding  level  of  this 
program  for  both  AIDS  and  non-AIDS  related  activities.  Projects  will  continue  to  improve  the  ability 
of  health  care  providers  and  other  health  care  professionals  to  deliver  linguistically  and  culturally 
competent  health  services  to  limited-English  proficient  populations. 

63 


1037 


Cooperative  Agreements:  In  FY  1995,  OMH  funded  seven  five-year  cooperative  agreements  to 
associations  and  one  three-year  cooperative  agreement  to  develop  and  implement  a  model  cancer 
prevention  project  in  Philadelphia.  OMH  will  continue  to  use  cooperative  agreements  to  fund  specific 
projects  which  assist  organizations  in  expanding  and  enhancing  health  promotion,  disease  prevention, 
health  advocacy,  and  health  services  research  opportunities,  to  improve  the  health  status  of  minorities  and 
disadvantaged  people. 

The  FY  1997  budget  request  of  $19,945,000  and  70  FTE  reflects  an  increase  of  $139,000  over  the 
FY  1996  current  estimate  of  $19,806,000.  This  funding  level  will  allow  OMH  to  continue  to  carry  out 
legislated  mandates,  focus  on  strategies  designed  to  decrease  the  disparities  and  to  improve  the  health 
status  of  racial  and  ethnic  populations  in  the  United  States. 

OMH  Program  Data 

FY  1996  FY  1997             Chance 

Minority  Community  Health  Coalition  Projects: 

Non-AIDS    $1,493,000  $1,493,000                     — 

AIDS     750.000  750.000                      — 

Subtotal 2,243,000  2,243,000 

Bilingual/Bicultural  Service  Demonstration  Projects: 

Non-AIDS    1,031,000  2,131,000  +$1,100,000 

AIDS     310.000  910.000  +600.000 

Subtotal 1,341,000  3,041,000  +1,700,000 

Cooperative  Agreements: 
Family  and  Community  Violence  Program  (formerly 
Minority  Male  Grant  Program): 
Non-AIDS    5,910,000  3,800,000        -2,110,000 

Partnerships  for  Capacity  Building  with  States: 
Non-AIDS    —  1,000,000      +1,000,000 

AIDS  Demonstration  Projects    925,000  —  -925,000 

Other  Activities: 

Non-AIDS    9,101,000  9,250,000  + 149,000 

AIDS     286.000  611.000  +325.000 

Subtotal 9,387,000  9,861,000  +474,000 

TOTAL: 

Non-AIDS    17,535,000  17,674,000  +139,000 

AIDS    2.271.000  2.271.000  ~ 

Total $19,806,000  $19,945,000  +139,000 


Office  of  Research  Integrity 

The  Office  of  Research  Integrity  (ORI)  oversees  and  directs  all  PHS  research  integrity  efforts,  with  the 
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exception  of  the  regulatory  research  activities  of  the  Food  and  Drug  Administration. 

Although  the  vast  majority  of  researchers  maintain  the  highest  ethical  conduct,  it  is  critical  that  PHS  have 
in  place  measures  to  promote  integrity  and  prevent  and  deter  potential  misconduct  in  research  as  well  as 
a  strong  capability  to  deal  in  a  timely  and  decisive  manner  with  those  cases  that  arise.  Misconduct  can 
take  many  forms,  including  fabrication,  falsification,  or  plagiarism.  Intramural  or  extramural  research 
that  is  flawed  due  to  misconduct  can  have  serious  detrimental  results.  Risks  to  public  health  and  the 
waste  of  public  funds  are  the  two  major  consequences  of  research  misconduct.  In  addition,  public 
confidence  in  research  and  the  credibility  of  PHS-funded  research  would  suffer.  It  is  equally  critical  that 
whistleblowers  (those  who  report  research  misconduct)  be  protected  against  retaliation.  These  individuals 
are  essential  not  only  to  the  operation  of  ORI  but  to  the  very  ethical  structure  of  research.  One  of  the 
major  statutory  mandates  for  ORI  is  the  protection  of  these  individuals. 

To  accomplish  this  mission,  ORI  has  the  following  specific  responsibilities: 

•  Assure  that  all  institutions  receiving  PHS  funds  have  in  place  appropriate  mechanisms  to  deal 
with  allegations  of  misconduct  and  to  protect  whistleblowers;  conduct  reviews  of  a  sample  of 
institutional  programs  to  determine  whether  or  not  they  comply  with  Federal  requirements;  and 
investigate  and  resolve  problems  of  institutional  compliance. 

•  Oversee  the  conduct  of  institutional  investigations  of  allegations  of  research  misconduct  and 
retaliation  against  whistleblowers  through  review  of  the  results  of  all  these  investigations;  impose 
administrative  actions  when  misconduct  is  found. 

•  Conduct  investigations  of  allegations  of  research  misconduct  and  retaliation  against  whistleblowers 
in  institutions  when  necessary;  conduct  investigations  of  such  allegations  in  PHS  intramural 
programs. 

•  Develop,  present,  and  defend  findings  of  misconduct  before  the  Departmental  Appeals  Board  for 
those  cases  where  an  appeal  has  been  made. 

•  Develop  regulations  and  policies  to  assure  full  and  fair  investigations  of  allegations  of  research 
misconduct;  establish  appropriate  due  process  protections  for  those  accused  of  misconduct; 
establish  systems  of  records  that  allow  fair  access  while  appropriately  protecting  confidentiality. 

•  Develop  and  implement  regulations,  policies,  and  procedures  to  prevent  retaliation  against 
whistleblowers  and  to  assure  full  and  fair  investigations  of  allegations  of  retaliation. 

The  FY  1997  budget  request  for  ORI  is  $3,706,000  and  45  FTE.  This  level  of  funding  allows  ORI  to 
serve  its  core  mission  at  a  reduced  level  of  operations.  Regulations  mandated  by  statute  will  be  developed 
and  recommendations  of  the  Commission  on  Research  Integrity  will  be  implemented;  current 
investigations  of  cases  of  alleged  misconduct  will  be  continued  with  new  cases  of  alleged  misconduct  and 
retaliation  against  whistleblowers  started  as  staff  resources  become  available  from  closing  out  current 
cases;  hearings  underway  will  be  continued  and  new  hearing  requests  accepted;  and  ORI  will  conduct 
reviews  of  institutional  compliance  with  Federal  requirements.  Reduced  funds  for  travel  and  consultations 
may  restrict  the  number  of  ORI  investigations  that  can  be  undertaken  and  will  reduce  ORI  efforts  to 
provide  education  in  research  integrity  by  speaking  engagements  and  site  visits  to  research  institutions. 
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The  following  are  ORI's  areas  of  major  emphasis: 


Scientific  Misconduct:  The  cases  in  which  ORI  gets  involved  are  major  research  issues  and  multi-site 
clinical  trials.  For  example,  last  year  ORI  was  called  upon  to  deal  with  serious  accusations  in  major 
clinical  trials  whose  results  would  have  major  impact  on  the  course  of  treatment  for  thousands  of  patients. 
Had  ORI  not  responded  and  been  able  to  deal  with  the  issues,  there  would  have  potentially  been  a  public 
health  emergency.  In  addition,  many  other  cases  involved  significant  research  which,  if  left  alone,  would 
have  potentially  misled  future  research,  wasting  time  and  millions  of  dollars  in  public  funds.  By  dealing 
with  these  issues,  ORI  was  able  to  "set  the  science  straight";  thereby  eliminating  not  only  an  immediate 
problem,  but  also  saving  future  work  from  moving  along  the  wrong  course  based  on  false  results. 

Strategic  Planning  and  Performance  Management:  A  major  priority  for  ORI  has  been  to  reduce  the  large 
backlog  of  cases  and  to  reduce  the  time  required  to  complete  inquiries  and  investigations.  All  components 
of  ORI  have  developed  strategic  plans  and  the  office  has  implemented  systematic  and  frequent  reviews 
of  all  open  cases  to  establish  target  dates,  prioritize  cases,  and  rationalize  workload  assignments  for  ORI 
scientist/investigators  and  attorneys.  These  management  efforts  have  resulted  in  substantial  improvements 
in  the  handling  of  cases,  reflected  in  the  closure  of  a  record  number  of  cases  in  calendar  year  1995. 

Whistleblower  Protection:  The  NIH  Revitalization  Act  of  1993  mandated  a  wide  range  of  functions  for 
ORI  to  perform  to  protect  whistleblowers.  The  increase  in  misconduct  cases  noted  above  has  also 
brought  with  it  an  increase  in  the  number  of  whistleblowers  and,  unfortunately,  the  number  of  cases  of 
retaliation  against  these  courageous  individuals.  ORI  has  issued  detailed  guidelines  to  institutions  on  how 
to  protect  whistleblowers  and  is  preparing  a  proposed  regulation  to  ensure  such  protection. 

Institutional  Compliance:  Institutions  receiving  PHS  grant  and  contract  funds  are  required  to  deal  with 
allegations  of  misconduct  in  accordance  with  PHS  regulations.  To  ensure  that  this  process  is  working 
properly,  ORI  conducts  compliance  reviews.  These  reviews  are  designed  to  improve  institutional 
operations  so  that  the  majority  of  extramural  issues  can  be  dealt  with  successfully  at  the  appropriate 
institutional  level,  thereby  reducing  ORI's  involvement  and  subsequent  workload. 

ORI  Policies:  The  Commission  on  Research  Integrity  has  made  over  30  recommendations  to  improve 
policies  and  procedures  for  the  promotion  of  research  integrity  and  the  response  to  scientific  misconduct. 
ORI  is  developing  new  regulations  and  operating  procedures  to  implement  many  of  these 
recommendations. 

ORI  Case  Workload 


Calendar 
Year 

Misconduct  Cases 

Whistleblower  Cases 

Compliance  Reviews 

1993 

Queries                              196 
Cases  Opened                    35 
Cases  Closed                     28 
Cases  Ongoing                  78 

N/A 

N/A 
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1994 

Queries 

188 

Cases  Opened 

9 

Reviews 

Cases  Opened 

38 

Cases  Closed 

0 

Opened 

29 

Cases  Closed 

50 

Reviews 

Assessments 

Closed 

9 

Underway 

108 

Current  Ongoing 

Cases 

66 

1995 

Queries 

244 

Cases  Opened 

7 

Reviews 

Cases  Opened 

49 

Cases  Closed 

9 

Opened 

6 

Cases  Closed 

58 

Current 

6 

Reviews 

Assessments 

Closed 

9 

Underway 

109 

Current 

8 

Current  Ongoing 

1 

Cases 

58 

NOTE:  All  cases  are  reviewed  for  legal  sufficiency;  27  cases  are  currently  being  prepared  for  possible 
adjudication. 


Office  on  Women's  Health 

The  mission  of  the  PHS  Office  on  Women's  Health  (OWH)--the  Department's  focal  point  for  women's 
health— is  the  improvement  and  protection  of  women's  health  through  the  redressing  of  inequities  in  the 
conduct  of  research,  health  services,  prevention,  public  and  health  professional  education  and  training  on 
women's  health  issues.  OWH  stimulates,  advances,  and  coordinates  a  comprehensive  health  agenda 
across  the  agencies,  offices  and  regions  of  HHS.  It  provides  the  structure  for  defining,  focusing  and 
guiding  HHS  initiatives  to  meet  priority  health  needs  of  women  that  have  been  identified  in  collaboration 
with  each  PHS  and  HHS  agency  and  regional  office.  Further,  OWH  advises  the  Assistant  Secretary  for 
Health  and  Secretary  on  scientific,  medical,  ethical,  and  policy  issues  relating  to  women's  health  issues. 

The  Office  was  established  in  1991  to  develop  and  implement  the  PHS  Action  Plan  for  Women 's  Health, 
a  goal-driven  blueprint  for  improving  women's  health  in  the  areas  of  prevention,  treatment  and  service 
delivery,  research,  education  and  training,  and  policy  development.  With  the  1994  appointment  of  a 
Deputy  Assistant  Secretary  for  Health  (Women's  Health)  to  head  the  Office,  the  OWH  mission  and 
activities  took  on  broader  scope,  developing  crosscutting  PHS  initiatives  to  directly  address  the  inequities 
in  women's  health  care  related  to  the  quality,  availability  and  comprehensiveness  of  care  available  to 
women,  and  to  the  overarching  objectives  that  drive  the  PHS  Action  Plan  for  Women 's  Health: 

•  Stimulating  the  development  and  implementation  of  effective  women's  health  programs  and 
policies  across  PHS,  with  other  Federal  departments,  and  in  partnership  with  public  and  private 
organizations  at  the  national,  State,  and  local  levels. 

•  Strengthening  and  sustaining  a  broad  range  of  research  on  the  diseases  and  conditions  affecting 
women. 


67 


1041 


•  Promoting  comprehensive  and  culturally  appropriate  diagnostic,  treatment  and  prevention  services 
for  women  across  PHS  programs  and  in  collaboration  with  public  and  private  health  care  and 
consumer  organizations. 

•  Supporting  public  and  health  care  professional  education,  training,  and  information  dissemination 
on  women's  health  issues. 

•  Fostering  increased  recruitment,  retention,  and  promotion  of  women  in  scientific  research  careers 
and  in  the  health  professions. 

Over  the  past  year,  OWH  has  undertaken  a  broad  array  of  initiatives  that  are  enhancing  national  and 
regional  PHS  collaborations  and  activities  in  women's  health,  and  are  forwarding  important  public-private 
partnerships  to  advance  knowledge,  services,  and  understanding  of  diseases  and  disorders  that  affect 
women. 

The  FY  1997  budget  request  of  $2,570,000  is  $18,000  above  the  FY  1996  level  and  will  provide  funds 
to  allow  OWH  to  continue  programs  and  initiatives  that  will  improve  the  health  status  of  women 
nationwide,  including: 

•  Coordinating  implementation  of  the  National  Action  Plan  on  Breast  Cancer,  a  public-private 
partnership,  including  Federal  agencies,  consumer  groups,  health  researchers,  clinicians,  and 
industry,  to  improve  the  diagnosis,  treatment,  and  prevention  of  breast  cancer  through  research, 
improved  service  delivery,  and  education.  The  OWH  chairs  the  Federal  Agency  Coordinating 
Committee  on  Breast  Cancer  has  completed  extensive  inventories  of  existing  Federally  supported 
breast  cancer  activities  and  are  developing  new  collaborative  activities. 

•  Furthering  an  on-going  initiative--AVw  Frontiers  in  Breast  Cancer  Imaging  and  Early  Detection- 
that  is  exploring  with  DoD,  CIA,  NASA  and  private  industry  how  imaging  technologies  from 
defense,  space,  intelligence,  and  computer  graphics  can  be  applied  to  develop  more  accurate 
methods  for  the  early  detection  of  breast  cancer.  Preliminary  clinical  trials  of  this  technology 
transfer  are  now  in  their  early  stages  as  a  direct  product  of  this  collaboration. 

•  Implementing  the  activities  of  an  OWH-established  Federal  Interagency  Coordinating  Committee 
on  Women's  Health  and  the  Environment,  with  representatives  from  other  Federal  departments 
(e.g.,  DoD,  EPA)  to  evaluate  and  foster  work  on  issues  related  to  women's  health  and  the 
environment—an  understudied  issue. 

•  Furthering  extensive  linkages,  coalitions  and  partnerships  developed  with  private  sector 
organizations  and  other  Federal  agencies  to  promote  the  PHS  women's  health  agenda,  including 
the  convening  of  conferences,  publication  of  articles  for  health  care  professionals  and  the  public, 
and  the  development  of  special  initiatives  in  various  areas  of  women's  physical  and  mental  health 
that  are  of  particular  concern  at  different  stages  of  the  life  cycle  and  among  different  racial  and 
ethnic  subpopulations. 

•  Developing  a  range  of  collaborative  initiatives  to  improve  health  care  professional  knowledge  of 
women's  health,  such  as  the  recent  design  and  adoption  a  culturally  competent  model  women's 
health  curriculum  for  inclusion  in  both  medical  student  education  and  residency  training. 
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Working  with  PHS  agencies,  health  care  professional  organizations,  and  academic  institutions  to 
enhance  recruitment,  retention,  re-entry,  and  advancement  of  women  in  biomedical  research 
careers  and  the  health  professions. 

Coordinating  implementation  of  a  departmental  action  plan  to  increase  knowledge  about  the 
conditions  that  may  lead  to  hysterectomy  and  to  decrease  unnecessary  utilization  of  the  procedure. 

Establishing  a  National  Women 's  Health  Information  Clearinghouse  through  an  easily  accessible 
toll-free  number  and  the  Internet  to  give  the  public  and  health  care  professionals  access  to  the 
broad  range  of  women's  health-related  information  developed  across  the  agencies  of  the  Federal 
government. 

Serving  as  the  Department's  lead  office  in  the  interagency  initiative  to  prevent  physical  and  sexual 
violence  against  women. 

Promoting  and  conducting  initiatives  across  identified  subpopulations  with  special  health-related 
problems  and/or  issues,  e.g.,  the  health  of  minority  women,  older  women,  and  younger  women. 

Serving  as  a  coordinating  point  for  Department-level  cross-national  exchange  of  ideas  on  women's 
health,  such  as  the  World  Health  Organization's  Global  Commission  on  Women's  Health  and  the 
U.S-Canada  Conference  on  Women's  Health. 


Office  of  Emergency  Preparedness 

HHS  is  the  primary  agency  for  health,  medical,  and  health-related  social  services  under  the  Federal 
Response  Plan;  responsibility  for  the  entire  Departmental  response  was  delegated  to  PHS  in  1990. 
Medical,  mental  health,  and  human  services  are  provided  to  victims  of  catastrophic  disasters  as  part  of 
Emergency  Support  Function  (ESF)  #8  under  the  Federal  Response  Plan.  This  typically  involves 
coordinating  not  only  HHS  resources  activated  in  the  disaster  response,  but  also  those  from  the  12  other 
Federal  departments  and  agencies  which  support  ESF  08. 

HHS  uses  the  ESF  #8  structure  in  the  recovery  phase  of  a  catastrophic  disaster;  this  enables  a  single 
office,  the  Office  of  Emergency  Preparedness  (OEP),  to  be  the  "911"  for  all  national  catastrophic 
disasters,  both  natural  and  man-made. 

OEP's  primary  mission  is  to  manage  and  coordinate  the  Federal  health,  medical  and  health-related  social 
services  response  and  recovery  to  Federally-declared  disasters  under  the  Federal  Response  Plan.  OEP's 
major  functions  include: 

•  Coordination  and  delivery  of  Department-wide  emergency  preparedness  activities,  including 

continuity  of  government,  continuity  of  operations,  and  emergency  assistance  during  disasters  and 
other  emergencies.  This  includes  continuity  of  government  operations  assistance  for  all  HHS 
OPDrVs  with  large  field  operations  by  coordinating  assistance  to  victims  as  well  as  relocation 
efforts  if  offices  are  destroyed.  OEP  provides  emergency  communications  by  maintaining 
transportable  radio  and  satellite  phone  capability  that  can  be  deployed  into  disaster  areas,  allowing 
for  damage  reports  and  status  of  employee  information.  OEP  is  responsible  for  classified 
activities  to  assure  continuity  of  government. 
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•  Coordination  of  the  health  and  medical  response  of  the  Federal  government,  in  support  of  State 
and  local  governments,  in  the  aftermath  of  terrorist  acts  involving  chemical  and  biological  agents. 
OEP  provides  technical  assistance  in  threat  assessment  and  emergency  consultation. 

•  Direction  and  maintenance  of  the  medical  response  component  of  the  National  Disaster  Medical 
System  (NDMS),  including  the  development  and  operational  readiness  capability  of  Disaster 
Medical  Assistance  Teams  (DMATs)  and  other  special  teams  that  can  be  deployed  as  the  primary 
medical  response  teams  to  provide  immediate  medical  attention  to  the  sick  and  injured  in  cases 
of  disaster.  NDMS  is  made  up  of  four  departments  and  agencies,  with  HHS  as  the  lead.  NDMS 
has  three  major  components:  patient  care,  patient  evacuation  and  patient  in-hospital  care.  Patient 
care  is  provided  by  60  DMATs,  which  include  over  5,000  members  nationwide.  Currently,  there 
are  21  rapid  deployment  DMATs  and  several  specialty  teams  that  can  mobilize  within  a  few 
hours,  and  be  self-sufficient  for  the  first  72  hours  of  operations.  DMAT  and  HHS  personnel 
must  be  trained  and  equipped  to  be  deployed  at  a  moment's  notice.  Each  DMAT  consists  of  35- 
40  medical  professionals  and  support  staff,  who  donate  their  time  and  expertise  in  order  to 
maintain  a  constant  state  of  readiness  through  participating  in  periodic  disaster  drills  and 
conferences.  The  actions  of  the  DMAT  teams  are  supported  by  the  Medical  Support  Unit,  which 
is  the  deployable  component  of  OEP.  The  DMAT  teams  can  be  deployed  as  part  of  NDMS,  a 
component  of  the  Federal  Response  Plan  or  activated  under  PHS  authority. 

•  Under  the  Federal  Response  Plan,  OEP  is  also  responsible  for  coordinating  a  wide  range  of  HHS 
activities  which  cut  across  all  OPDFVs.  Assuring  needed  health  and  medical  services  in  disaster 
situations  includes:  health  surveillance  and  assessment;  providing  medical  care  personnel, 
equipment  and  supplies;  in-hospital  care;  patient  evacuation;  food/drug/medical  device  safety; 
protecting  against  chemical,  biological  and  radiological  health  hazards;  mental  health  assistance; 
public  information;  vector  control;  providing  potable  water  and  solid  waste  disposal;  and  victim 
identification  and  mortuary  services.  Human  services  assistance  includes  rehabilitation,  lodging, 
feeding,  clothing,  registration/inquiry,  social  services,  family  reunification,  education,  training, 
and  repatriation.  Finally,  assuring  health  and  medical  care  and  support  services  must  take  into 
account  health  care  financing  and  personal  income  problems. 

OEP  has  responded  to  and  coordinated  a  number  of  health  and  medical  emergencies  in  the  last  few  years. 
This  has  necessitated  deploying  OEP  staff  to  coordinate  field  medical  service  units  as  well  as  calling  upon 
all  other  HHS  operating  divisions  and  Federal  departments  to  assist  in  medical  response  and  recovery 
efforts.   Recent  activities  have  included  deployment  to: 

•  Oregon  Floods-In  February  1996,  sanitarians  and  other  medical  personnel  established  local 
clinics  in  Oregon  to  provide  medical  care  and  response  to  sanitation  issues  caused  by  severe 
storms  and  flooding. 

•  Virgin  Islands/Hurricane  Marilyn-Between  September  1995  and  January  1996,  13  DMATs 
were  sent  to  the  U.S.  Virgin  Islands  (USVI)  after  the  storm  destroyed  the  hospital  and  a  number 
of  health  clinics.  Approximately  500,000  people  were  without  medical  care.  Temporary  medical 
clinics  were  established  in  tents,  and  outreach  services  were  provided. 

•  Georgia/Hurricane  Opal-During  the  response  in  the  USVI,  Hurricane  Opal  caused  flooding  and 
damage  in  Georgia.  OEP  established  an  additional  medical  support  unit  and  deployed  three 
DMATs  for  medical  assistance. 
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•  Oklahoma  City  Bombing -In  April  1995,  a  terrorist  bomb  destroyed  the  Federal  Building  in 
Oklahoma  City.  Within  four  hours,  a  DMAT  was  there  and  assisting  local  rescue  efforts.  Other 
DMATs  and  mortuary  teams  were  also  provided  to  help  deal  with  the  devastation. 

•  OEP  has  also  responded  to:  1995  California  floods;  1994  Southwest  floods;  1994  Tropical  Storm 
Alberto;  1994  Northridge,  California  earthquake;  1994  winter  ice  storms;  1993  severe  floods  in 
nine  midwest  States;  and  1992  Hurricanes  Andrew  and  Iniki. 

The  FY  1997  budget  request  for  OEP  is  $2,020,000  and  23  direct  FTE,  an  increase  of  $14,000  over  the 
FY  1996  current  estimate.  This  increase  will  allow  for  the  continuation  of  operations,  although  some 
reduction  in  activities  will  be  required  to  allow  for  absorption  of  the  January  1995  and  1996  pay  raises. 


Rationale  for  the  Budget  Request 

The  total  FY  1997  request  for  OPHS  is  an  increase  of  $314,000  and  a  decrease  of  4  direct  FTE  from 
FY  1996  levels.  This  dollar  increase  will  cover  the  annualization  of  the  January  1996  pay  raise,  the 
anticipated  January  1997  pay  raise  of  3.1  percent,  and  mandatory  personnel  costs  such  as  within-grade 
increases  and  career  ladder  promotions. 
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ANTI-TERRORISM  FUNDING 
PUBLIC  HEALTH  EMERGENCIES 


FY  1995                            FY  1996  FY  1997  Increase  or 

Actual Policy Estimate Decrease 

FTE                 Amount        FTE                 Amount  FTE                Amount  FTE            Amount 

—                       $ $—  15           $5,000,000  15       $5,000,000 


Purpose  and  Method  of  Operations 

Recent  terrorist  attacks  in  Tokyo  and  Oklahoma  City  have  demonstrated  the  vulnerability  of  nations  to 
terrorism.  The  critical  hours  occur  early  in  a  terrorist  incident.  Public  panic  can  be  reduced  if  the 
government  response  is  prompt  and  competent.  A  special  concern  exists  with  regard  to  possible  terrorist 
use  of  nuclear,  biological  and  chemical  weapons  because  of  the  potential  massive  effects  of  such  weapons. 
The  primary  consequence  of  such  an  attack  would  be  an  unprecedented  health  and  medical  emergency 
that  would  require  the  rapid  and  highly  coordinated  response  of  the  public  and  private  sectors  to  assist 
the  victims. 

As  previously  explained  in  the  Office  of  Emergency  Preparedness  (OEP)  section  of  this  justification,  HHS 
has  been  assigned  the  lead  responsibility  for  health,  medical  and  health-related  social  services  support 
under  the  Federal  Response  Plan.  Consequently,  HHS  is  the  lead  Federal  agency  for  the  management 
of  the  response  to  the  health  and  medical  consequences  of  a  major  terrorist  event.  On  behalf  of  HHS, 
OEP  has  been  tasked  by  the  National  Security  Council  to  assess  the  health  and  medical  consequences  and 
response  capabilities  necessary  in  the  event  of  a  terrorist  use  of  a  weapon  of  mass  destruction,  be  it 
chemical,  biological  or  nuclear. 


Rationale  for  the  Budget  Request 

While  many  resources  are  available  at  the  Federal,  State  and  local  levels  to  meet  the  threat  of  a  terrorist 
attack,  there  are  serious  gaps  in  planning,  technological  skills,  equipment,  medical  capacity, 
communications  and  information  management  capabilities  for  consequence  management.  The  underlying 
assumption  for  this  request  is  that  no  single  community  can  manage  the  medical  consequences  of  a  major 
terrorist  event  without  assistance.  This  budget  request  of  $5,000,000  would  begin  to  ensure  an  effective 
and  coordinated  local  and  State  government  response  to  a  terrorist  incident  with  Federal  support,  as 
needed.  A  suitable  infrastructure  for  future  responses  to  the  health  and  medical  consequences  of  terrorism 
needs  to  be  developed. 

This  request  includes  the  following  activities  as  part  of  a  continuing  and  long-range  plan: 

Planning  and  Evaluation  ($400,000):  Integrated  planning  and  evaluation  will  be  undertaken  among 
Federal,  State  and  local  authorities.  The  first  priority  is  the  development  of  an  annex  to  the  Federal 
Response  Plan  (FRP)  to  ensure  that  each  of  the  supporting  roles  and  responsibilities  of  the  Federal 
agencies  are  defined  and  assets  are  shared  appropriately.  The  augmentation  of  State  and  local  plans  to 
address  the  health  and  medical  needs  in  relation  to  the  FRP  annex  would  begin  to  be  addressed  through 
cooperative  agreements  with  State  and  local  governments. 
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Training  ($600,000):  Course  work  would  begin  to  be  developed  for  training  of  health  professionals, 
emergency  responders  and  emergency  managers.  Wherever  possible,  existing  course  materials  will  be 
used.  Initial  training  activities  would  be  developed  jointly  by  a  local.  State  and  Federal  health  and 
medical  working  group.  OEP  will  coordinate  the  HHS  agencies  and  Emergency  Support  Function  (ESF) 
#8  support  agencies  in  the  training  functions  for  the  health,  medical,  and  health-related  social  services 
programs. 

Medical  Response  Coordination  ($1 ,000,000):  To  ensure  a  prompt  medical  response,  medical,  scientific, 
logistics  and  support  personnel  would  be  provided  to  part  of  the  rapid  deployment  team  to  provide 
technical  assistance,  procure  required  antidotes  and  antibiotics,  and  establish  the  medical  support  unit  to 
coordinate  the  emergency  response.  Currently,  the  OEP  operations  staff  is  fully  committed  to  the 
management  of  the  emergency  response  and  recovery  from  natural  disasters. 

Warning,  Detection  and  Enhanced  Capability  to  Identify  Organisms  and  Chemical  Agents  ($1,000,000): 
To  minimize  the  morbidity  and  mortality  from  a  chemical/biologic  agent,  it  is  important  to  identify  the 
chemical  or  infectious  organism  expeditiously  so  that  appropriate  medical  treatment  can  be  started. 
Critical  resource  gaps  will  begin  to  be  filled  in  HHS  to  meet  this  emerging  challenge.  The  Centers  for 
Disease  Control  and  Prevention  (CDC)  would  have  primary  responsibility  for  biological  and  chemical 
agents  that  are  not  associated  with  products  regulated  by  the  Food  and  Drug  Administration  (FDA).  FDA 
would  be  responsible  for  isolation  and  identification  of  biological  and  chemical  agents  in  products  that 
it  regulates. 

Metropolitan  Medical  Strike  Teams  ($1,000,000):  Because  speedy  response  time  is  essential,  special 
metropolitan  medical  strike  teams  (MMST)  would  be  developed  in  high  risk  communities.  These  teams 
will  be  composed  of  private  sector  health  professionals  that  will  be  specially  trained  to  meet  the  needs 
of  patients  with  health  problems  related  to  weapons  of  mass  destruction.  As  with  members  of  the 
Disaster  Medical  Assistance  Teams  (DMATs),  these  health  professionals  will  be  entered  into  the  HHS 
personnel  system  for  immediate  activation  as  required.  Salary  costs  are  provided  only  when  the  team  is 
activated.  It  is  anticipated  that  the  cost  for  medical  supplies,  pharmaceuticals,  and  medical, 
communications  and  information  equipment  sufficient  to  support  a  90  person  team  is  approximately 
$250,000  per  team  for  a  total  of  four  teams  in  the  first  year.  These  teams  would  be  composed  of  local 
health  provides  and  trained  to  support  the  local  government  as  specialized  DMATs. 

High  Risk  DMATs  ($1 ,000,000):  Four  new  DMATs  would  be  created  in  high  risk  regions.  These  teams 
would  be  specially  trained  and  equipped  to  deal  with  the  needs  of  patients  with  health  problems  related 
to  weapons  of  mass  destruction. 


Authorizing  legislation  for  this  proposal  is  already  existent  under  Title  III,  Section  319(a)  of  the  Public 
Health  Service  Act  (1997  authorization:    indefinite). 
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RENT  AND  COMMON  EXPENSES' 


GDM  (excluding  OGC  and  OPHS): 


FY  1995  FY  1996  FY  1997        Increase  or 

Actual  Policy :  Estimate  Decrease 


RENT $3,376,000  $4,740,000  $4,251,000  -$489,000 

Delegated  Authority    4,338.000  4.395.000  4.483.000  +88.000 

Subtotal 7,714,000  9,135,000  8,734,000  -401,000 

Related  Services 1,608,000  1,563,000  2,263,000  +700,000 

Common  Expenses 2,995.000  2.888.000  2.738.000  -150.000 

Total 12,317,000  13,586,000  13,735,000  +149,000 


OGC: 

RENT 3,070,000  4,231,000  4,332,000  +101,000 

Related  Services 257,000  365,000  374,000  +9,000 

Common  Expenses 403.000  572.000  590.000  +18.000 

Total 3,730,000  5,168,000  5,296,000  +128,000 


OPHS: 

RENT 3,464,000  2,404,000  2,212,000  -192,000 

Related  Services 433,000  350,000  341,000  -9,000 

Common  Expenses 2.962.000  1.928.000  2.035.000  +107.000 

Total 6,859,000  4,682,000  4,588,000  -94,000 


TOTAL: 

RENT 9,910,000  11,375,000  10,795,000  -580,000 

Delegated  Authority    4.338.000  4.395.000  4.483.000  +88.000 

Subtotal 14,248,000  15,770,000  15,278,000  -492,000 

Related  Services 2,298,000  2,278,000  2,978,000  +700,000 

Common  Expenses 6.360.000  5.388.000  5.363.000  -25.000 

Total $22,906,000  $23,436,000  $23,619,000  +$183,000 


1  Excludes  approximately  $450,000  in  RENT  costs  each  year  for  GDM  Service  and  Supply  Fund 
personnel. 

2  Based  on  levels  of  the  ninth  CR. 
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Purpose  and  Method  of  Operations 

Rental  payments  to  GSA  (RENT)  includes  funds  to  cover  the  rental  of  office  space,  non-office  space,  and 
parking  facilities  in  GSA-controlled  facilities.  Related  Services  includes  funds  for  the  procurement  of 
facility-related  items  such  as  housekeeping,  guard  services  and  other  security,  building  maintenance,  and 
renovations.  Common  Expenses  includes  funds  to  cover  administrative  items  and  activities  which  cut 
across  and  impact  all  STAFFDIVs  under  the  GDM  appropriation.  The  major  costs  in  this  area  include 
telecommunications  (e.g.,  FTS  and  commercial  telephone  expenses),  postage,  printing.  Worker's 
Compensation,  and  Unemployment  Insurance.  Payments  to  cover  all  of  the  above  items  are  made  from 
centrally-managed  accounts  on  behalf  of  all  GDM  STAFFDIVs  except  the  Office  of  the  General  Counsel 
(OGC)  and  the  Office  of  Public  Health  and  Science  (OPHS);  shares  for  these  two  STAFFDIVs  are 
included  in  their  individual  sections  of  the  budget  request. 

Before  FY  1995,  the  annual  RENT  payment  covered  both  buildings  which  GSA  managed  and  buildings 
for  which  management  authority  had  been  delegated  by  GSA  to  HHS.  Funds  to  cover  the  operation, 
maintenance  and  repair  of  such  "delegated  buildings"  were  transferred  by  GSA  into  its  Federal  Buildings 
Fund  and  are  referred  to  as  Delegated  Authority  funds.  The  FY  1995  Treasury  and  Postal  Operations 
Appropriations  Act  included  a  government-wide  general  provision  directing  GSA  and  OMB  to  include 
Delegated  Authority  funds  in  individual  agency  budgets;  it  also  provided  agencies  with  the  necessary 
authority  to  directly  spend  the  portion  of  RENT  that  they  had  been  submitting  to  GSA  for  delegated 
building  operating  expenses.  Therefore,  the  RENT/Delegated  Authority  amounts  shown  in  this 
submission  reflect  this  split.  (Delegated  Authority  amounts  are  spread  across  object  classes  other  than 
23.1,  Rental  Payments  to  GSA,  where  the  RENT  amount  is  shown.) 

Rationale  for  the  Budget  Reauest 

The  decrease  of  $580,000  in  RENT/Delegated  Authority  in  FY  1997  reflects  savings  from  unutilized 
space  being  returned  to  GSA;  this  space  had  been  placed  in  GDM's  inventory  following  the  departures 
of  SSA  and  HCFA  in  FY  1995. 

The  increase  of  $700,000  in  Related  Services  reflects  increased  security  costs  resulting  from  the 
President's  June  28,  1995,  memorandum  directing  all  Federal  facilities  to  upgrade  their  security  levels 
to  meet  the  standards  set  forth  in  a  Department  of  Justice  (DoJ)  study,  "Vulnerability  Assessment  of 
Federal  Facilities,"  issued  the  same  day.  An  HHS  task  force  has  determined  the  impact  of  the  DoJ  study 
on  the  level  of  security  provided  in  HHS's  Southwest  Washington  D.C.  complex.  While  some  security 
enhancements  have  already  been  implemented,  additional  funds  are  needed  to  complete  the  upgrading  to 
DoJ's  required  levels. 

The  decrease  of  $25,000  in  Common  Expenses  reflects  actual  projected  needs. 
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HHS  SERVICE  AND  SUPPLY  FUND 


FY  1995 
Actual 

FY  1996 
Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE 
47 

Amount 
$4,583,000 

FTE                Amount 
47            $5,749,000 

FTE               Amount 
47           $5,898,000 

FTE            Amount 
---      +$149,000 

Purpo 

se  and  Method  of 

Operations 

This  section  describes  the  OS  components  funded  through  the  Department's  Service  and  Supply  Fund 
(SSF).  The  HHS  SSF  is  a  revolving  fund  authorized  under  42  USC  231 ;  it  incorporates  and  replaces  the 
former  Working  Capital  Fund.  The  SSF  provides  for  consolidated  financing  and  accounting  for  business- 
type  operations  involving  the  provision  of  common  services  and  commodities  to  customers.  The  FY  1997 
budget  request  for  the  OS  portion  of  the  SSF  is  estimated  at  $6  million,  which  will  support  47  FTE.  The 
SSF  does  not  have  its  own  appropriation,  but  is  funded  entirely  through  charges  to  HHS  offices  and 
OPDIVs,  as  well  as  other  Federal  agencies  and  departments,  for  their  usage  of  goods  and  services. 

The  OS  activities  include: 

Regional  Health  Administrators  (RHAs)  (30  FTE) 

•  Acts  as  liaison  for  the  Secretary  and  Deputy  Secretary  with  Federal,  State  and  local  health 
officials. 

•  Coordinates  the  health-related  programs  of  HHS  and  acts  as  a  facilitator  for  strengthening  the 
public  health  infrastructure  and  public  health  policy  related  to  these  programs. 

Emergency  Preparedness  (2  FTE) 

•  Supports  the  Secretary's  responsibility,  under  the  Federal  Response  Plan,  for  coordination  of  the 
health,  medical  and  health-related  social  services  at  the  time  of  major  emergencies  and  disasters. 

•  Responsible  for  ensuring  readiness,  response  and  recovery  efforts  coordinating  the  activities  of 
the  HHS  OPDIVs  and  STAFFDIVs. 

Freedom  of  Information  Act  (FOIA)  (2  FTE) 

•  Responsible  for  processing  requests,  administrative  appeals,  and  lawsuits  related  to  FOIA  requests 
for  the  PHS  agencies. 

OS  Graphics  (0  FTE) 

•  Provides  a  full  range  of  fee-for-service  commercial  graphic  services  to  customers  in  HHS. 


1  Based  on  levels  of  the  ninth  CR. 
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Departmental  Contracts  Information  System  (DCIS)  (2  FTE) 

•  Compiles  grant  and  contract  information  to  produce  geographically-based  reports  to  OMB  and 
Congress. 

•  Provides  data  for  FOIA  requests  from  OMB,   Congress,   State  governments,   and  HHS 
management. 

Audit  Resolution  (6  FTE) 

•  Resolves  audit  findings  on  grantee  and  contractor  organizations  which  affect  programs  of  more 
than  one  HHS  OPDIV  or  Federal  agency. 

•  Recommends  corrections  to  deficiencies  in  overall  accounting  systems,  internal  controls  or  other 
management  systems. 

Fund  Manager  Policy  Support  Staff  (5  FTE) 

•  Provides  analytical  and  decision  support  to  the  SSF  Board  of  Directors,  and  advises  the  Board 
on  fiscal  implications  of  its  policies  and  decisions. 

•  Provides  Fund-wide  direction  for  financial  management,  budget,  fee-for-service  development,  etc. 

•  Coordinates  with  the  Office  of  Inspector  General  on  the  annual  Chief  Financial  Officer  (CFO) 
financial  statement  audit. 


Rationale  for  the  Budget  Request 

The  FY  1997  request  for  the  OS  SSF  components  is  an  increase  of  $149,000  from  the  comparable 
FY  1996  level.  This  increase  will  cover  the  cost  of  the  annualization  of  the  January  1996  pay  raise,  the 
anticipated  January  1997  pay  raise,  mandatory  personnel  costs  such  as  within  grade  increase,  and  for  such 
overhead  charges  as  increased  space  rental  payments  to  GSA. 


77 


1051 


HHS  SERVICE  AND  SUPPLY  FUND 

OFFICE  OF  THE  SECRETARY  SERVICE  PROVIDERS 
ESTIMATED  FY  1997  REVENUE  BY  CUSTOMER 

(Dollars  in  thousands) 

Region  Emerg  Audit 

Health  Prep  DCIS  Resol.  FOIA 

OPDIV 

HCFA $—  $23  $8  $31 

ACF —  23  8  270 

AoA —  23  —  28 

HRSA 1,854  24  142  12 

IHS 277  24  144  11 

FDA 277  24  20  1 

NIH    277  24  281  268 

CDC 277  23  71  17 

SAMHSA 276  23  84  18 

AHCPR 276  —  8 

OS    276  —              7  _^ 

Total $3,790  $211  $773  $656              $107 


Total 
OS/SSF1 


$62 

... 

301 

... 

51 

16 

2,048 

15 

471 

15 

337 

16 

866 

15 

403 

15 

416 

15 

299 

— 

283 

$5,537 


1  Total  OS/SSF  dollars  exclude:  OS  Graphics,  a  job  order  activity,  which  agencies  budget  for 
separately;  Fund  Manager  Policy  Support  Staff  costs,  which  are  spread  over  all  SSF  activities  as  an 
overhead  charge. 
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GENERAL  DEPARTMENTAL  MANAGEMENT 
DETAIL  OF  FULL-TTME  EQUIVALENT  (FTE)  EMPLOYMENT 

FY  1995  FY  1996  FY  1997 

Actual  Estimate  Estimate 

Immediate  Office  of  the  Secretary 77  82  81 

Public  Affairs    38  35  37 

Legislation 28  27  27 

Planning  and  Evaluation 103  104  102 

Management  and  Budget     257  254  250 

Departmental  Appeals  Board 58  60  59 

Intergovernmental  Affairs 36  36  35 

General  Counsel 275  289  291 

Public  Health  and  Science 501  310  305 

Anti-Terrorism    ~  —  15 

Total,  GDM    1,373  1,197  1,202 


Average  GS  Grade 

1993 10.5 

1994 110 

1995 11.2 

1996 119 

1997 119 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

DETAIL  OF  POSITIONS 

FY  1995  FY  1996  FY  1997 

Actual  Estimate  Estimate 

Executive  Level  I 1  1  1 

Executive  Level  II    1  1  1 

Executive  Level  III —  — 

Executive  Level  IV 4  5  5 

Executive  Level  V    =  =         = 

Subtotal 6  7  7 

Total  -  Executive  Level  Salaries $745,000  $861,000  $861,000 

ES-6 3  2  2 

ES-5 4  9  9 

ES^t 24  26  26 

ES-3 17  13  13 

ES-2 10  8  8 

ES-1 7         17        17 

Subtotal 65  75  75 

Total  -  ES  Salaries $7,093,000  $8,332,000  $8,332,000 

GS-15    159  183  183 

GS-14 315  314  314 

GS-13 208  170  169 

GS-12 138  79  78 

GS-1 1    148  56  56 

GS-10 12  17  16 

GS-9 69  85  85 

GS-8 46  55  55 

GS-7 132  65  65 

GS-6 50  40  40 

GS-5 50  15  15 

GS^t 38  9  9 

GS-3 7  2  2 

GS-2 3  3  3 

GS-1 7  2  2 

Subtotal 1.382  1,095  1,091 

Commissioned  Corps 11  38  38 

Ungraded 33         38  38 

Total  positions 1,497  1,253  1,249 

Total  FTE  usage,  end  of  year    1,373  1,197  1,202 
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GENERAL  DEPARTMENTAL  MANAGEMENT 

DETAIL  OF  POSITIONS 
(Cont.) 


FY  1995       FY  1996      FY  1997 
Actual        Estimate       Estimate 


Average  ES  level    3 

Average  ES  salary    $108,798 

Average  GS  grade    11.2 

Average  GS  salary    $44,925 

Average  Special  Pay  (Commissioned  Corps) $69,774 

Average  Ungraded    $19,473 


3 

3 

$110,424 

$113,673 

11.9 

11.9 

$50,324 

$51,823 

$71,490 

$73,706 

$19,941 

$20,559 
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GENERAL  DEPARTMENTAL  MANAGEMENT 
CENTRALLY-MANAGED  PROJECTS 


The  GDM  Staff  Divisions  are  responsible  for  administering  centrally-managed  projects  on  behalf  of  all 
OPDIVs  in  the  Department.  Authority  for  carrying  out  these  efforts  may  be  authorized  by  specific  statute 
or  by  general  transfer  authority  (such  as  the  Economy  Act,  31  USC  1535).  The  costs  for  centrally- 
managed  projects  are  allocated  in  proportion  to  the  estimated  benefit  to  be  derived. 


PROJECT 

DESCRIPTION 

FUNDING 

Secretary's 
Quality  of 
Worklife 
Initiative 

The  Quality  of  Worklife  Initiative  includes:  (1) 
administration  of  the  Human  Resource  Management  Index 
(HMRI),  a  tool  used  to  measure  management  effectiveness 
and  employee  morale;  (2)  development  of  training  materials 
and  other  tools  to  support  the  continuation  of  Total  Quality 
Management  in  the  OPDIVs  and  the  regions;  (3)  training  of 
employees  to  serve  as  facilitators  for  Quality  Improvement 
Teams;  and  (4)  activities  in  support  of  the  President's 
workforce  literacy  effort. 

$140,000 

Safety 

Management 
Information 
System 

The  Safety  Management  Information  System  is  a 
Department-wide  computerized  accident  and  injury 
reporting  analysis  system  which  verifies  the  accuracy  of 
Worker's  Compensation  claims  charged  to  the  Department, 
identifies  accident  prevention  program  deficiencies,  and 
assists  in  accident  prevention  efforts  in  compliance  with 
Department  of  Labor  regulations  and  Executive  Order 
12196. 

$12,288 

Safety,  Health, 
and 

Environmental 
Programs 

The  Safety,  Health,  and  Environmental  Program  enables  the 
Department  to  continue  conducting  safety  and  occupational 
health  program  evaluations  and  environmental  compliance 
assessments  necessary  to  ensure  that  HHS  employees  have  a 
safe  and  healthful  working  environment  as  required  by 
statute. 

$41,735 

Procurement 
Assistance  and 
Logistics 
Reviews 

This  activity  implements  ASMB's  oversight  mission  in 
assuring  Department-wide  compliance  with  Federal  and 
HHS  assistance  (grants  and  cooperative  agreements), 
procurement,  and  logistics  policies,  and  complements 
Federal  Managers'  Financial  Integrity  Act  (FMFIA) 
requirements. 

$26,700 
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Single  Audit 
Clearinghouse 

The  Single  Audit  Clearinghouse,  administered  by  the 
Department  of  Commerce,  is  responsible  for  receiving, 
reviewing,  tracking,  and  keeping  records  on  audits  of  State 
and  local  governments  under  the  Single  Audit  Act  and  OMB 
Circular  A- 128. 

$125,000 

Departmental 
Connectivity 

Departmental  Connectivity  funds  will  be  used  to  develop  an 
umbrella  network  to  improve  computer  connectivity  within 
the  Department  as  well  as  linkage  to  other  government 
agencies. 

$175,000 

HHS  Health  and 
Wellness  Center 

The  HHS  Health  and  Wellness  Center  funds  are  used  to 
provide  a  portion  of  the  ongoing  operating  costs  of  a  health 
facility  which  promotes  physical  fitness  for  all  HHS 
employees  located  in  the  Southwest  Complex. 

$289,000 

Energy  Program 
Review 

The  Energy  Program  Review  will  fund  a  private  contractor 
to  evaluate  the  status  of  HHS/OPDIV  energy  conservation 
programs  and  to  update  existing  policies  to  ensure 
Departmental  compliance  with  existing  regulations. 

$50,000 

Media  Outreach 

Media  Outreach  project  initiatives  include  expanded 
production  and  distribution  of  public  service  announcements 
(PSAs)  and  video  news  reports  for  air  time  on  TV  and 
radio;  production  and  distribution  of  PSAs  in  Spanish;  and 
production  and  distribution  of  media  fact  books  and  health 
care  kits  directed  to  the  disadvantaged  and  minority 
audiences. 

$75,000 

President's  Rural 

Development 

Initiative 

The  President's  Rural  Development  Initiative  is  managed  by 
the  Rural  Development  Administration,  USDA,  and 
involves  all  Cabinet  Departments  except  State  and  Justice. 
Under  the  initiative  over  40  States  have  developed  State 
Rural  Development  Councils  (SRDCs)  designed  to  support 
rural  development  based  on  the  principles  of  cooperation 
between  Federal,  State,  and  local  governments. 

$422,000 

TOTAL 

$1,356,663 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Departmental  Management 

OFFICE  FOR  CIVIL  RIGHTS 
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1059 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Departmental  Management 

OFFICE  FOR  CIVIL  RIGHTS' 

For  expenses  necessary  for  the  Office  for  Civil  Rights  $18,188,000,  together  with  not  to  exceed 
$3,602,000,  to  be  transferred  and  expended  as  authorized  by  Section  201(g)(1)  of  the  Social  Security  Act 
from  the  Hospital  Insurance  Trust  Fund  and  the  Supplemental  Medical  Insurance  Trust  Fund. 


1  A  regular  19%  appropriation  for  this  account  had  not  been  enacted  at  the  time  this  budget  was 
prepared.  The  1996  amounts  included  in  this  budget  are  based  on  the  levels  provided  in  three  Continuing 
Resolutions:   PL.  104-91,  PL.  104-92,  and  PL.  104-99. 
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OFFICE  FOR  CIVIL  RIGHTS 
AMOUNTS  AVAILABLE  FOR  OBLIGATION' 


FY  1995  FY  1996  FY  1997 

Actual  Policy  2  Estimate 

General  funds: 

Annual  appropriation $18,409,000  $16,153,000  $18,188,000 

Reductions  pursuant  to  P.L.  103-333 -142,000  — 

Rescission  pursuant  to  P.L.  104-19 -36.000        —      — 

Subtotal,  adjusted  appropriation 18,231,000  16,153,000  18,188,000 

Comparable  transfer  to: 

SSA  pursuant  to  P.L.  103-296 -72,000        ~       = 

Subtotal 18,159,000  16,153,000  18,188,000 


Trust  funds: 

Annual  appropriation 3,874,000  3,314,000  3,602,000 

Reductions  pursuant  to  P.L.  103-333 -45,000        =       = 

Subtotal,  adjusted  appropriation 3,829,000  3,314,000  3,602,000 

Comparable  transfer  to: 

SSA  pursuant  to  P.L.  103-296 -97,000        =       — 

Subtotal 3,732,000  3,314,000  3,602,000 

Total  budget  authority 21,891.000  19,467,000  21,790,000 

Unobligated  balance  lapsing    — -391,000        —       — 

Total  obligations    $21,500,000  $19,467,000  $21,790,000 


1  Excludes  the  following  amounts  for  reimbursements:     FY  1995-$22,000;  FY  1996-$50,000; 
FY  1997-$50,000. 

2  Based  on  levels  of  the  ninth  CR. 
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OFFICE  FOR  CIVIL  RIGHTS 
SUMMARY  OF  CHANGES 


1996     General  funds  policy/adjusted  appropriation    $16,153,000 

HI/SMI  trust  funds  transfers    3.314.000 

Total  estimated  budget  authority $19,467,000 


1997     Request-General  funds    $18,188,000 

Request-HI/SMI  trust  funds  transfers    3.602.000 

Total  estimated  budget  authority $21,790,000 

Net  change +$2,323,000 


1996  Current 

Estimate  Base        Change  from  Base 
Budget  Budget 

(FTE)    Authority      (FTE)    Authority 
Increases: 

A.  Built-in: 

1.  Annualization  of  January  1996  pay  raise  (2.5%)    ....    (264)  $15,869,000       —      +$103,000 

2.  Effect  of  January  1997  pay  raise  (3.1%)    (264)      15,869,000       —       +319,000 

3.  Career  ladder  promotions  and  within-grade 

increases (264)      15,869,000       —  +63,000 

4.  Increases  in  travel,  Rental  Payments  to  GSA, 

utilities,  supplies,  other  services,  and  equipment   ....       —        3,549,000       —  +65.000 

Subtotal —        +550,000 

B.  Program: 

1.  Additional  FTE (264)     15,869,000      +10   +2,187,000 

2.  Increase  in  other  personnel  compensation (264)     15,869,000        —  +96,000 
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OFFICE  FOR  CIVIL  RIGHTS 

SUMMARY  OF  CHANGES 
(Cont.) 

1996  Current 

Estimate  Base  Change  from  Base 

Budget  Budget 

(FTE)     Authority  (FTE)    Authority 

3.  Increase  in  advisory  and  assistance  services  (managed 

care,  MEPA,  Native  American  non-discrimination)  ....       —               $ —  —      +$335,000 

4.  Increase  in  IRM  equipment —             5,000  —          +65,000 

5.  Increase  in  program  travel  (MEPA,  Native  American 

non-discrimination,  enforcement)    —         127,000  —          +60,000 

6.  Increase  in  staff  training    —                  —  —          +26,000 

7.  Increase  in  printing —          37,000  —          +18,000 

8.  Increase  in  supplies    —  57,000      ~       +4,000 

Subtotal +10     +2,791,000 

Total  increases +10     +3,341,000 

Decreases: 

A.  Program: 

1 .  Decrease  in  buyout-related  lump-sum  leave  payments    .     (264)     15,869,000  —         -116,000 

2.  Decrease  resulting  from  lower  grade  hiring    (264)     15,869,000  —         -794,000 

3.  Decrease  in  rental  space —        1,872,000  =       — -108,000 

Total  decreases    —       -1,018,000 

Net  change +10    +$2,323,000 
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OFFICE  FOR  CIVIL  RIGHTS 

BUDGET  AUTHORITY  BY  ACTIVITY 

(Dollars  in  thousands) 


FY  1995  FY  1996  FY  1997 

Actual  Policy       '  Estimate 

FTE    Amount  FTE    Amount  FTE    Amount 

Compliance  activities 217    $18,341  224      $16,023  235      $18,358 

Legal  services 21         1,775  21         1,808  20          1,760 

Program  management    _2J.        1.775  19        1.636  19          1.672 

Total  budget  authority 259     $21,500  264    $19,467  274      $21,790 


Based  on  levels  of  the  ninth  CR. 
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OFFICE  FOR  CIVIL  RIGHTS 
BUDGET  AUTHORITY  BY  OBJECT 

FY  1996  FY  1997  Increase  or 

Policy1  Estimate  Decrease 

Full-time  equivalent  employment    264  274  +10 

Full-time  equivalent  of  overtime  and  holiday  hours —  —  — 

Average  SES  salary     $108,803  $112,012  +$3,209 

Average  GS  grade    11.6  11.2  -0.4 

Average  GS  salary    $54,729  $53,657  -$1,072 

Personnel  compensation: 

Full-time  permanent $13,422,000      $14,741,000  +$1,391,000 

Other  than  full-time  permanent 101,000  104,000  +3,000 

Other  personnel  compensation    —  96.000  +96.000 

Total  personnel  compensation    13,523,000  14,941,000  +1,418,000 

Civilian  personnel  benefits    2,327,000  2,762,000  +435,000 

Benefits  to  former  personnel 19.000  19.000        ~ 

Total  compensation  and  benefits    15,869,000  17,722,000  +1,853,000 

Travel 127,000  189,000  +62,000 

Transportation  of  things 7,000  7,000 

Rental  payments  to  GSA     1,872,000  1,800,000  -72,000 

Rental  payments  to  others 17,000  17,000  — 

Communications,  utilities,  miscellaneous  charges 191,000  195,000  +4,000 

Printing  and  reproduction 37,000  56,000  +19,000 

Advisory  and  assistance  services    —  335,000  +335,000 

Other  services 107,000  111,000  +4,000 


1  Based  on  levels  of  the  ninth  CR. 
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OFFICE  FOR  CIVIL  RIGHTS 

BUDGET  AUTHORITY  BY  OBJECT 

(Cont.) 

FY  1996  FY  1997  Increase  or 

Policy'  Estimate  Decrease 

Purchases  of  goods  and  services  from  other 

government  accounts    $1,174,000  $1,221,000  +$47,000 

Operation  of  GOCOs —  —  — 

Research  and  Development  contracts —  —  — 

Supplies  and  materials 57,000  62,000  +5,000 

Equipment    10.000  75.000  +65.000 

Total  budget  authority  by  object $19,467,000  $21,790,000  +$2,323,000 


Based  on  levels  of  the  ninth  CR. 
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OFFICE  FOR  CIVIL  RIGHTS 

ADMINISTRATIVE  COSTS 

(Budget  Authority) 


FY  1996  FY  1997  Increase  or 

Policy'  Estimate  Decrease 
Personnel  compensation: 

Full-time  permanent  (11.1) $13,422,000  $14,741,000  +$1,319,000 

Other  than  full-time  permanent  (11.3)    101,000  104,000  +3,000 

Other  personnel  compensation  (11.5) =  96.000  +96.000 

Total  personnel  compensation  (11.9) 13,523,000  14,941,000  +1,418,000 

Civilian  personnel  benefits  (12.1) 2,327,000  2,762,000  +435,000 

Benefits  to  former  personnel  (13.0) 19,000  19,000 

Travel  (21.0) 127,000  189,000  +62,000 

Transportation  of  things  (22.0) 7,000  7,000 

Rental  payments  to  others  (23.2)    17,000  17,000 

Communications,  utilities,  miscellaneous  charges  (23.3)  .           191,000  195,000  +4,000 

Printing  and  reproduction  (24.0) 37,000  56,000  +19,000 

Advisory  and  assistance  services  (25.1)    —  335,000  +335,000 

Other  services  (25.2) 107,000  111,000  +4,000 

Purchases  of  goods  and  services  from  other 

government  accounts  (25.3) 1,174,000  1,221,000  +47,000 

Operation  of  GOCOs  (25.4)    —  — 

Research  and  Development  contracts  (25.5) —  — 

Supplies  and  materials  (26.0) 57.000  62.000  +5,000 

Total  administrative  costs $17,586,000  $19,915,000  +$2,329,000 


Based  on  levels  of  the  ninth  CR. 
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OFFICE  FOR  CIVIL  RIGHTS 
AUTHORIZING  LEGISLATION 


1996 

1997 

1997 

Amount 

1996 

Amount 

Budget 

Authorized 

Policy 

Authorized 

Request 

Office  for  Civil  Rights: 

P.L.  88-352; 

42  U.S.C.  300s; 

PL.  91-616; 

P.L.  92-157; 

PL.  92-158; 

P.L.  92-255; 

P.L.  93-282; 

P.L.  93-348; 

P.L.  94-484; 

P.L.  95-567; 

P.L.  97-35 Indefinite      $8,077,000     Indefinite      $9,094,000 

P.L.  92-318; 
P.L.  93-112; 
P.L.  94-135; 
P.L.  101-336 Indefinite        8.076.000     Indefinite         9.094.000 

Total $16,153,000  $18,188,000 
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OFFICE  FOR  CIVIL  RIGHTS 

APPROPRIATIONS  HISTORY  TABLE 

(Non-Comparable) 


Budget 

Estimate 

House 

Senate 

to  Congress 

Allowance 

Allowance 

Appropriation 

FY  1988 

Appropriation 

$17,395,000 

$17,070,000 

$17,070,000 

$16,343,000 

Trust  Funds 

4,000,000 

4,000,000 

4,000,000 

3,830,000 

FY  1989 

Appropriation 

16,173,000 

16,173,000 

16,173,000 

15,979,000 

Trust  Funds 

4,000,000 

4,000,000 

4,000,000 

3,952,000 

FY  1990 

Appropriation 

17,567,000 

17,567,000 

17,567,000 

17,528,000 

Sequester 

... 

... 

_ 

-234,000 

Trust  Funds 

4,000,000 

4,000,000 

4,000,000 

4,000,000 

FY  1991 

Appropriation 

17,585,000 

17,585,000 

17,585,000 

17,066,000 

Sequester 

— 

... 

... 

-222 

Trust  Funds 

4,000,000 

4,000,000 

4,000,000 

3,904,000 

FY  1992 

Appropriation 

18,524,000 

18,524,000 

18,524,000 

18,323,000 

Trust  Funds 

4,000,000 

4,000,000 

4,000,000 

3,957,000 

FY  1993 

Appropriation 

19,339,000 

18,635,000 

18,635,000 

18,635,000 

Trust  Funds 

3,969,000 

3,917,000 

3,917,000 

3,917,000 

FY  1994 

Appropriation 

18,308,000 

18,308,000 

18,308,000 

18,308,000 

Rescission 

_. 

— 

— 

-1,000 

Trust  Funds 

3,874,000 

3,874,000 

3,874,000 

3,874,000 

FY  1995 

Appropriation 

18,516,000 

18,516,000 

18,516,000 

18,267,000 

Rescission 

_ 

— 

— 

-36,000 

SSA  Transfer 

-72,000 

... 

— 

-72,000 

Trust  Funds 

3,874,000 

3,874,000 

3,874,000 

3,829,000 

SSA  Transfer 

-97,000 

— 

— 

-97,000 
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OFFICE  FOR  CIVIL  RIGHTS 

APPROPRIATIONS  HISTORY  TABLE 
(Coot.) 


Budget 

Estimate 

House 

Senate 

to  Congress 

Allowance 

Allowance 

Appropriation 

FY  19% 

Appropriation 

$17,558,000 

$10,249,000 

i 

Trust  Funds 

3,602,000 

3,251,000 

FY  1997 

Appropriation 

18,188,000 

Trust  Funds 

3,602,000 

As  of  3/13/96,  the  Senate  had  not  yet  acted;  therefore.  Senate  recommendations  cannot  be  provided. 
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OFFICE  FOR  CIVIL  RIGHTS 


FY  1995  FY  1996  FY  1997                          Increase  or 

Actual Policy '        Estimate Decrease 

FTE                Amount  FTE                Amount  FTE               Amount  FTE            Amount 

259         $21,500,000  264           $19,467,000  274        $21,790,000  +10    +$2,323,000 


General  Statement 

As  stated  in  the  HHS  Civil  Rights  Strategic  Plan,  the  Department  of  Health  and  Human  Services,  through 
the  Office  for  Civil  Rights  (OCR),  promotes  and  ensures  that  people  have  equal  access  to  and  opportunity 
to  participate  in  and  receive  services  in  all  HHS  programs  without  facing  unlawful  discrimination.  Under 
the  civil  rights  laws  enforced  by  the  Department,  providers  of  health  care  and  social  services  are 
prohibited  from  discriminating  on  the  basis  of  race,  color,  national  origin,  disability,  or  age.  Recipients 
of  Department  funds  include  hospitals,  extended  care  facilities,  children  and  family  programs  (including 
Head  Start),  mental  health  centers,  alcohol  and  drug  treatment  programs,  State  and  local  public  assistance 
agencies,  adoption  and  foster  care  programs,  and  senior  citizens  programs.  Through  prevention  and 
elimination  of  unlawful  discrimination,  thereby  protecting  the  integrity  of  Federally-funded  or  conducted 
programs,  OCR  helps  HHS  carry  out  its  overall  mission  of  improving  the  health  and  well-being  of  all 
people  affected  by  its  many  programs. 

The  civil  rights  statutes  enforced  by  OCR  include  Title  VI  of  the  Civil  Rights  Act  of  1964,  Section  504 
of  the  Rehabilitation  Act  of  1973,  the  Age  Discrimination  Act  of  1975,  the  Americans  with  Disabilities 
Act  of  1990,  Title  VI  and  XVI  of  the  Public  Health  Service  Act,  and  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981  relating  to  non-discrimination  in  block  grant  programs.  In  addition,  OCR  is 
responsible  for  coordinating  government-wide  enforcement  of  the  Age  Discrimination  Act.  OCR  also 
coordinates  Department-wide  implementation  of  the  Section  504  regulation  adopted  in  1988  that  prohibits 
discrimination  on  the  basis  of  disability  in  programs  and  activities  conducted  by  the  Department.  Finally 
OCR  has  begun  working  with  the  Administration  for  Children  and  Families  to  implement  the  civil  rights 
requirements  under  the  newly  enacted  Multi-Ethnic  Placement  Act  (MEPA).  This  law  was  enacted  in 
1995  to  prevent  racial  discrimination  in  the  placement  of  children  in  foster  care  and  adoption. 

Non-comparable  appropriated  funding  for  OCR  during  the  last  five  years,  including  amounts  available 
for  obligation  from  both  general  funds  and  trust  fund  transfers,  has  been  as  follows. 


Fiscal  Year 

Funds 

FTE 

1992 

$22,280,000 

326 

1993 

$22,182,000 

309 

1994 

$22,181,000 

284 

1995 

$21,976,000 

260 

1996 

$19,467,000 

239 

'  Based  on  levels  of  the  ninth  CR. 


98 


1071 


The  President's  appropriation  request  for  this  account  represents  current  law  requirements.  No  proposed 
law  amounts  are  included. 

Purpose  and  Method  of  Operations 

OCR  enforces  non-discrimination  requirements  by  processing  and  resolving  discrimination  complaints, 
by  conducting  reviews  and  investigations,  by  monitoring  corrective  action  plans,  and  by  carrying  out 
voluntary  compliance,  outreach  and  technical  assistance  activities.  The  compliance  program  is  comprised 
of  an  investigative  and  support  staff,  a  legal  services  staff,  and  a  program  management  component.  The 
FY  1997  budget  request  supports  274  FTE  on  an  annualized  basis.  This  represents  a  constant  level 
compared  with  OCR's  initial  FY  1996  request,  but  is  35  FTE  above  the  level  at  which  OCR  will  operate 
under  the  funding  level  authorized  by  P.L.  104-99,  the  latest  Continuing  Resolution2.  The  FTE  increase 
in  FY  1997  is  requested  to  restore  OCR  to  levels  of  staffing  consistent  with  its  multi-year  streamlining 
goals  and  to  support  effective  enforcement  of  civil  rights  laws  in  the  quickly  evolving  health  and  human 
services  arena.   The  FTE  allocation  is  as  follows: 

FY  1995  FY  1996        FY  1997 

FTE  FTE   3  FTE 

Compliance  Activities    217 

Legal  Services 21 

Program  Management    _21 

TOTAL 259  264  274 

OCR  has  made  significant  progress  in  addressing  issues  related  to  Title  VI  access  to  health  care  and  non- 
discrimination on  the  basis  of  disability.  Overall,  during  the  past  four  years,  investigative  productivity 
has  increased  by  nearly  one-third.  During  FY  1995,  OCR  implemented  a  strategic  plan  focused  on  issues 
identified  through  a  broadly  consultative  planning  process  that  included  clients  and  providers  of  HHS 
services  and  partners  within  the  Department  and  at  the  State  and  local  levels.  From  hospitals  and  nursing 
homes,  to  Head  Start  centers  and  senior  centers,  the  public  expects  to  receive  high  quality  services 
without  regard  to  race,  color,  national  origin,  disability,  age,  sex  and  religion.  As  the  primary  defender 
of  the  public's  right  to  non-discriminatory  access  to  and  receipt  of  services,  OCR  will  be  working  to 
provide  the  highest  quality  service  at  the  lowest  possible  cost. 

Civil  rights  protection  must  keep  apace  with  changes  in  health  and  social  services  delivery  systems  to 
increase  the  public's  confidence  that  individuals  will  be  treated  equitably  and  fairly  as  these  systems 
continue  to  evolve  rapidly  during  the  late  1990's  (e.g.,  managed  care  and  enhanced  State  flexibility 
through  waivers  or  other  mechanisms  to  help  individuals  and  families  to  achieve  self  sufficiency).  This 
will  be  accomplished  through  partnerships  with  other  components  of  the  Department  and  with  State  and 
local  governments  in  areas  including  pre-grant  reviews,  outreach  and  technical  assistance,  data  collection 
and  analysis  and  investigations. 


224 

235 

21 

20 

19 

19 

2  OCR's  latest  FTE  target  for  FY  1996  is  264,  or  10  below  the  initial  streamlining  target  for  the  year. 
Estimated  usage  under  PL.  104-99  is  239  FTE,  or  25  FTE  below  this  target  level. 

3  Reflects  FY  1996  FTE  target.  Estimated  actual  usage  under  P.L.  104-99  is  239  FTE,  including  199 
for  compliance  activities,  21  for  legal  services  and  19  for  program  management. 
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The  requested  increase  in  staff  from  current  FY  1996  projections  under  the  Continuing  Resolution  would 
restore  OCR  to  the  initial  projected  FTE  level  for  FY  1996.  The  increases  in  FTE  and  funds  for 
consultant  services,  program  travel,  technology  support  and  staff  training  are  being  requested  to  support 
new  initiatives  for  working  with  State,  local,  and  other  partners  to  ensure  that  civil  rights  issues  are 
addressed  concurrent  with  the  major  changes  in  health  and  social  services  systems. 

COMPLIANCE  ACTIVITIES 

OCR's  compliance  activities  are  as  follows: 

•  Complaint  processing 

•  Reviews  and  investigations 

•  Monitoring 

•  Voluntary  compliance  and  outreach  activities 

Of  the  total  FTE  in  the  request,  235  FTE  are  to  be  allocated  to  compliance  activities.  OCR  plans  to 
allocate  38  percent  of  investigative  staff  time  to  conduct  post-award  and  pre-grant  reviews,  review-related 
and  other  non-complaint  generated  investigations,  and  voluntary  compliance  and  outreach  activities  (VCO) 
in  FY  1997.  This  represents  an  increase  over  the  estimated  allocation  of  14  percent  in  FY  1995  and  1 1 
percent  in  FY  1996.  In  addition,  OCR  will  continue  to  restructure  and  refine  the  review  and  investigation 
process  to  expand  coverage  of  the  Department's  program  recipients.  Productivity  gains  in  processing  the 
workload  will  also  be  relied  on  to  increase  case  closures  and  the  number  of  reviews,  investigations,  and 
VCO  projects  conducted  in  FY  1997.  The  following  table  compares  the  actual  distribution  of  FTE  among 
the  compliance  activities  in  FY  1995  to  the  FY  1996-97  projections: 


Activity 

Complaint  Processing    

Reviews  and  Investigations 

Monitoring 

Voluntary  Compliance  and  Outreach 

TOTAL 217  224  235 


Complaint  Processing 

OCR's  policy  is  to  resolve  all  complaints  of  discrimination  that  are  filed  and  to  investigate  when 
necessary.  This  policy  is  based  on  the  Department's  regulations  implementing  the  various  non- 
discrimination statutes  and  the  Department  of  Justice  coordinating  regulations  requiring  compliance 
agencies  such  as  OCR  "to  establish  procedures  for  the  prompt  processing  and  disposition  of  complaints" 
alleging  discrimination  (28  CFR  Section  42.408(a)). 


FY  1995 

FY  1996 

FY  1997 

FTE 

FTE4 

FTE 

145 

131 

107 

54 

70 

89 

5 

6 

5 

13 

17 

33 

4  Reflects  FY  1996  FTE  target.  Estimated  actual  usage  under  P.L.  104-99  is  239  FTE,  including  131 
for  complaint  processing,  50  for  reviews  and  investigations,  6  for  monitoring  and  12  for  voluntary 
compliance  and  outreach. 
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During  the  five-year  period  from  FY  1991  through  FY  1995,  the  number  of  discrimination  complaints 
filed  annually  with  OCR  remained  within  a  range  of  from  2,100  to  2,300.  This  budget  assumes  that  the 
annual  rate  of  increase  will  be  limited  to  approximately  two  percent  per  year  in  both  FY  1996  and 
FY  1997.   OCR  expects  to  receive  approximately  2,180  new  complaints  in  FY  1997. 

In  FY  1995  OCR  completed  2,358  discrimination  complaint  cases,  an  increase  of  5.7  percent  above  the 
2,231  cases  closed  in  FY  1994.  As  a  result  of  ongoing  efforts  to  streamline  complaint  handling  through 
changes  in  investigative  processes,  use  of  negotiated  resolution  and  alternative  dispute  resolution,  OCR 
expects  continuing  productivity  increases  and  faster  responses  to  complainants  during  both  FY  1996  and 
FY  1997.  The  relatively  small  increases  in  complaint  receipts  coupled  with  increases  in  productivity  will 
enable  OCR  to  reduce  the  allocation  of  FTE  to  complaint  handling  by  more  than  25  percent  from 
FY  1995  to  FY  1997.  Concurrently,  due  to  the  substantive  changes  in  complaint  processing  identified 
through  pilot  projects  during  FY  1995,  the  inventory  of  open  complaints  would  decrease  by  more  than 
22  percent  from  the  beginning  of  FY  1996  to  the  end  of  FY  1997. 

The  following  table  summarizes  the  FY  1995  complaint  workload  and  projects  FY  1996-97  activity: 

Complaint  Workload 

Status/Activity  FY  1995  FY  1996        FY  1997 

Beginning  Inventory    

Complaints  Received 

Complaints  Closed    

Ending  Inventory    

Reviews  and  Investigations 

During  the  past  two  years,  OCR  has  altered  its  compliance  review  approach  to  provide  greater  flexibility, 
to  expand  coverage,  and  to  make  it  more  consistent  with  regulatory  provisions.  Under  the  regulations 
implementing  the  non-discrimination  laws,  OCR  must  periodically  review  the  policies  and  practices  of 
program  recipients  to  assess  compliance.  In  addition,  the  regulations  require  an  investigation  whenever 
a  review,  report,  complaint,  or  other  information  indicates  a  possible  failure  to  comply  with  non- 
discrimination standards.  A  proactive  review  and  investigation  program  enables  OCR  to  target  its 
compliance  resources  to  address  priority  civil  rights  issues.  This  enables  more  effective  prevention  efforts 
than  can  be  accomplished  through  handling  of  issues  raised  by  complainants  alone. 

Accordingly,  OCR  conducts  reviews  and  investigations  as  follows: 

•  Reviews  of  Compliance:  A  review  examines  the  compliance  status  of  a  program  recipient. 
Reviews  may  be  comprehensive  or  of  limited  scope  with  respect  to  the  compliance  issues 
involved  and  the  statutory  authorities  applied. 

•  Investigations:  When  a  review,  complaint  case,  or  other  information  indicates  serious  problems 
of  possible  discrimination,  OCR  conducts  an  investigation. 

•  Pre-grant  reviews:    A  pre-grant  review  is  conducted  when  health  care  facilities  seek  approval 
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2,094 
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2,180 

2,358 

2,173 

2,330 

838 
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from  the  Department's  Health  Care  Financing  Administration  to  participate  in  the  Medicare 
program. 

OCR  estimates  that  a  total  of  528  limited  scope  compliance  reviews  will  be  conducted  in  FY  1997, 
including  carry-in  cases  and  new  starts.  In  addition,  OCR  expects  to  conduct  a  total  of  367 
investigations,  closing  244  investigations  by  the  end  of  the  fiscal  year.  Reviews  and  investigations  will 
focus  on  supporting  major  HHS  goals  for  quality  improvement  and  consumer  protection  including:  (1) 
support  of  Medicaid  and  Medicare  cost  containment  efforts  through  ensuring  that  managed  care 
arrangements  are  equitable  and  non-discriminatory;  (2)  support  of  families  through  effective 
implementation  and  review,  in  partnership  with  States,  of  the  Multiethnic  Placement  Act;  (3)  cost 
reductions  in  the  care  of  persons  with  HIV/AIDS  through  ensuring  non-discriminatory  access  to  non-acute 
care  outpatient  services;  and,  (4)  support  of  several  Public  Health  Service  Healthy  People  2000  risk 
reduction  initiatives  focused  on  improving  minority  populations'  health  status. 

The  total  workload  for  reviews  and  investigations  will  increase  more  than  fivefold  between  FY  199S  and 
FY  1997  and  the  number  of  closures  will  increase  commensurately.  An  estimated  58  FTE  will  be  utilized 
for  reviews  of  compliance  and  investigations  in  FY  1997  compared  with  17  in  FY  1995  and  10  in 
FY  1996  based  on  estimated  usage  under  P.L.  104-99. 

The  following  table  summarizes  the  FY  1995  compliance  review  workload  and  projects  FY  1996-97 
activity: 

Reviews  of  Compliance  and  Investigations 

Status/ Activity  FY  1995         FY  1996        FY  1997 

Beginning  Inventory    

New  Reviews/Investigations    

Actions  Completed 

Ending  Inventory 

Pre-grant  reviews  are  mandated  when  health  care  providers  such  as  nursing  homes  and  home  health 
agencies  apply  to  participate  in  the  Medicare  program.  When  providers  seek  Medicare  certification,  OCR 
conducts  a  pre-grant  review  to  determine  whether  they  will  be  able  to  comply  with  Title  VI,  Section  504, 
and  the  Age  Discrimination  Act.  OCR  will  be  working  with  the  Operating  Divisions  (OPDIVs)  of  the 
Department  and  with  State  agency  partners  to  determine  whether  and  how  to  expand  the  pre-grant  process 
beyond  Medicare  certification.  These  efforts  will  focus  on  ways  in  which  the  OPDIVs  and/or  State 
agencies  can  aid  in  pre-grant  reviews.  Such  reviews  are  an  effective  means  for  working  with  health  and 
social  services  providers  because  potential  civil  rights  concerns  can  be  identified  prior  to  receipt  of 
Federal  financial  assistance.  With  the  technical  assistance  that  accompanies  these  reviews,  health  and 
social  service  providers  can  take  steps  to  avoid  future  allegations  of  discrimination. 

An  estimated  31  FTE  will  be  used  for  pre-grant  reviews,  a  decrease  of  nine  FTE  from  FY  1996  usage 
under  P.L.  104-99.  The  reduction  results  from  ongoing  efforts  to  reduce  case  processing  time  and  efforts 
to  involve  partners  in  the  process.  Efforts  to  work  cooperatively  with  States  and  other  partners  to  ensure 
civil  rights  certification  prior  to  receipt  of  Federal  financial  assistance  will  be  implemented  as  voluntary 
compliance  and  outreach  projects. 
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The  following  table  summarizes  the  pre-grant  review  workload  in  FY  1995  and  provides  projections  for 
FY  1996-97: 

Pre-Grant  Reviews 

Status/Activity  FY  1995         FY  1996        FY  1997 

Beginning  Inventory    1,038 

New  Reviews    3,510 

Reviews  Completed 3,164 

Ending  Inventory    1,384 


Monitoring 

The  purpose  of  monitoring  is  to  ensure  that  program  recipients  carry  out  the  measures  set  forth  in 
corrective  action  plans  negotiated  by  OCR.  Corrective  action  plans  are  negotiated  to  resolve  compliance 
problems  that  are  uncovered  or  verified  during  a  review  or  a  complaint  or  post-grant  investigation. 
Monitoring  involves  reviewing  reports  or  information  submitted  by  program  recipients.  In  some  instances 
on-site  visits  may  be  necessary  to  assess  a  recipient's  progress  in  implementing  corrective  measures. 
OCR  anticipates  that  monitoring  actions  will  be  necessary  in  1,212  cases  and  1,266  cases  in  FY  1996  and 
FY  1997  respectively.   To  support  this  activity  OCR  plans  to  allocate  5  FTE  in  FY  1997. 


Voluntary  Compliance  and  Outreach 

Through  voluntary  compliance  activities,  OCR  provides  compliance  information  to  beneficiaries  and 
technical  assistance  to  recipients  of  HHS  funds  to  encourage  voluntary  compliance  with  non- 
discrimination laws  and  regulations.  Technical  assistance  is  made  available  through  training,  by 
developing  and  disseminating  compliance  information,  and  by  providing  recipients,  recipient  groups,  and 
State  and  local  officials  with  guidance  on  how  to  comply  voluntarily  with  applicable  civil  rights  laws. 
Initiatives  undertaken  with  State  and  local  governments,  provider  and  beneficiary  organizations  and  with 
advocacy  groups  are  intended  to  prevent  future  problems  through  early  identification  of  problems  and 
interventions  to  avoid  or  correct  them. 

OCR  will  allocate  33  FTE  to  voluntary  compliance  and  outreach  in  FY  1997.  This  is  an  increase  of  21 
FTE  from  FY  1996  estimated  usage  under  P.L.  104-99.  The  assignment  of  more  staff  time  to  voluntary 
compliance  and  outreach  and  partnership  activities  represents  a  commitment  by  OCR  to  listen  to  our 
customers  and  work  in  collaboration  with  our  internal  and  external  partners  to  best  focus  our  resources 
and  efforts  to  address  acute  and  chronic  civil  rights  problems.   With  this  allocation  OCR  will: 

•  Work  with  recipient  State  agencies  to  plan  and  initiate  projects,  including  design  and  operation 
of  cooperative  pre-grant  certification  processes,  to  encourage  sub-recipient  compliance  with  non- 
discrimination standards; 

•  Work  with  HHS  staff,  program  providers,  provider  groups,  advocacy  groups.  State  agencies  and 
others  to  develop  and  monitor  remedial  plans. 

•  Work  with  partners  to  prepare  and  distribute  "methods  of  compliance"  for  State  agencies  to  self- 
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monitor  and  help  State  and  local  partners  to  monitor  local  efforts  to  achieve  and  maintain  sub- 
recipient  compliance. 

•  Bring  together  advocacy  groups,  providers,  States  and  community  leaders  to  address  specific  civil 
rights  issues;  and, 

•  Work  jointly  with  HHS  Operating  Divisions,  advocacy  groups,  provider  organizations  and  others 
to  produce  program  or  industry-specific  materials  for  use  by  grantees  and  their  employees  to  help 
them  to  avoid  civil  rights  problems. 

Successful  voluntary  compliance  and  outreach  initiatives  and  the  ready  availability  of  OCR  compliance 
standards  and  policies  to  serve  as  guides  to  service  providers  will  result  in  a  growing  number  of 
indicators  of  State,  local,  and  program  provider  solutions  that  provide  quality  local  level  resolution  of 
civil  rights  problems. 

OFFICE  OF  THE  GENERAL  COUNSEL  (CIVIL  RIGHTS) 

OCR's  budget  request  includes  funds  to  support  the  Civil  Rights  Division  of  the  Department's  Office  of 
the  General  Counsel.  Division  attorneys  in  headquarters  and  in  the  regional  offices  provide  OCR  staff 
with  legal  advice  and  assistance  in  interpreting  and  applying  the  non-discrimination  laws  and  regulations. 

Specifically,  the  Civil  Rights  Division: 

•  Prepares  cases  for  administrative  enforcement  proceedings  and  refers  cases  to  the  Department  of 
Justice  for  enforcement. 

•  Assists  the  Department  of  Justice  in  litigating  court  cases  involving  civil  rights  issues  and  health 
and  human  services  programs. 

•  Reviews  or  assists  in  developing  civil  rights  regulations,  policy  interpretations,  and  guidelines. 
Issues  legal  opinions  at  OCR's  request. 

•  Provides  legal  guidance  in  applying  the  Privacy  Act,  the  Freedom  of  Information  Act,  and  other 
statutes  and  regulations  with  which  OCR  must  comply. 

OCR  will  allocate  20  FTE  to  legal  services  in  FY  1997.  OCR  anticipates  that  at  the  planned  FTE  level 
the  Civil  Rights  Division  will  be  able  to  provide  necessary  legal  assistance  in  connection  with  letters  of 
findings,  corrective  action  plans,  regulations,  legal  interpretations,  guidelines,  and  technical  assistance 
materials.  Specifically,  in  FY  1997  the  attorney  staff  is  expected  to  provide  legal  advice  in  connection 
with  an  estimated  380  investigated  complaints,  reviews,  and  corrective  action  plans,  and  70  litigation 
matters.  In  addition,  the  attorney  staff  will  review  potential  enforcement  actions,  represent  OCR  at 
administrative  hearings  and  appeals,  and  provide  general  legal  guidance  regarding  court  decisions  and  the 
scope  and  applicability  of  statutory  and  regulatory  requirements. 
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PROGRAM  MANAGEMENT 

This  component  provides  OCR  with  overall  policy  direction  and  management  services  needed  to  plan  and 
accomplish  program  objectives.  Management  determines  compliance  and  enforcement  priorities, 
including  program  and  strategic  planning;  provides  policy  direction;  allocates  staff  to  priority  objectives; 
monitors  and  evaluates  progress;  makes  final  decisions  on  OCR's  compliance  standards,  procedures, 
proposed  regulations  and  policy  determinations;  formulates  and  executes  the  budget;  provides  a  full  range 
of  administrative  services  in  areas  such  as  Information  Resources  Management,  procurement,  property 
management,  supplies,  and  personnel;  and  ensures  coordination  with  departmental  officials  and  with  other 
executive  branch  departments  and  agencies. 

OCR  will  assign  19  FTE  to  management  functions  in  FY  1997.  This  staff  will  continue  to  provide  the 
office  with  the  full  range  of  administrative  services,  provide  overall  policy  direction  and  program 
coordination,  and  implement  and  monitor  operating  plans.  FTE  allocated  to  these  functions  will  be 
reduced  by  ten  percent  from  the  FY  1995  level.  This  is  consistent  with  the  streamlining  goals  of  the 
National  Performance  Review  to  reduce  administrative  controls  and  to  lower  the  ratio  of  supervisors  to 
staff. 


Rationale  for  the  Budget  Request 

The  FY  1997  request  for  OCR  is  an  increase  of  $2,323,000  and  10  FTE  from  FY  1996  target  levels. 
(Actual  FTE  usage  under  P.L.  104-99  will  be  substantially  below  the  target  of  264  FTE.)  The  requested 
increase  in  FY  1997  will  enable  OCR  to  restore  staffing  to  prior  target  levels.  The  increases  in  FTE, 
consultant  services,  technology  improvement,  staff  training  and  program  travel  support  new  initiatives 
for  working  with  State,  local,  and  other  partners  to  ensure  that  civil  rights  issues  are  addressed  concurrent 
with  major  changes  in  health  and  social  services  systems  (e.g.,  managed  care,  waivers/flexibility  in 
welfare  and  Medicaid,  adoption  and  foster  care  under  the  Multi-Ethnic  Placement  Act). 
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OFFICE  FOR  CIVIL  RIGHTS 
DETAIL  OF  FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMENT 

FY  1995  FY  1996      FY  1997 

Actual  Estimate       Estimate 

Office  of  the  Director,  including  Policy  and 

Special  Projects  Staff 15  15                15 

Office  of  the  General  Counsel  (Civil  Rights) 10  10                10 

Office  of  Management  Planning  and  Evaluation 22  17                 17 

Office  of  Program  Operations    31  28                26 

Regional  Offices J_8i  194               206 

Total,  OCR 259  264               274 

Average  GS  Grade 

1993 11.6 

1994 11.7 

1995 11.5 

1996 11.6 

1997 11.2 
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OFFICE  FOR  CIVIL  RIGHTS 

DETAIL  OF  POSITIONS 

FY  1995  FY  1996  FY  1997 

Actual  Estimate  Estimate 

Executive  Level  I —  — 

Executive  Level  II    —  —  — 

Executive  Level  III — 

Executive  Level  rv — 

Executive  Level  V    =  —  — 

Subtotal —  —  — 

Total  -  Executive  Level  Salaries $ —  $ —  $ — 

ES-6 —  — 

ES-5 1  1  1 

ES-4 1  1  1 

ES-3 2  2  2 

ES-2 

ES-1    2         2  2 

Subtotal 6  6  6 

Total  -  ES  Salaries    $630,784  $646,806  $666,857 

GS-15 20  19  16 

GS-14 35  31  29 

GS-13 35  34  30 

GS-12 110  105  96 

GS-11    32  32  35 

GS-10 2  2  2 

GS-9 14  13  21 

GS-8 6  6  6 

GS-7 12  12  21 

GS-6 8  8  8 

GS-5 7  7  5 

GS^ 2  2  2 

GS-3 2  2  2 

GS-2 1  1  1 

GS-1 , ~  —  ~ 

Subtotal 286  274  274 

Total  positions 292  280  280 

Total  FTE  usage,  end  of  year    259  264  274 

Average  ES  level    3  3  3 

Average  ES  salary    $106,975  $108,803  $112,023 

Average  GS  grade     11.5  11.6  11.2 

Average  GS  salary    $53,589  $54,729  $53,657 

Average  Special  Pay —  — 
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1082 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Departmental  Management 

POLICY  RESEARCH1 

Gej 
For  carrying  out,  to  the  extent  not  otherwise  provided,  research  studies  under  Section  11 10  of  the 

Social  Security  Act  $9,000,000. 


1  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time  this  budget  was 
prepared  The  1996  amounts  included  in  this  budget  are  based  on  the  levels  provided  in  three  Continuing 
Resolutions:   PL.  104-91.  PL.  104-92,  and  PL.  104-99. 
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POLICY  RESEARCH 
AMOUNTS  AVAILABLE  FOR  OBLIGATION' 


FY  1995  FY  1996  FY  1997 

Actual  Policy  ;  Estimate 
General  funds: 

Annual  appropriation $13,659,000  $9,000,000  $9,000,000 

Reductions  pursuant  to  PL.  103-333 -102,000  — 

Rescissions  pursuant  to  P.L.  104-19    ^.032.000        —       ~ 

Subtotal,  adjusted  appropriation 9,525,000  9,000,000  9,000,000 

Comparable  transfer  to: 

SSA  pursuant  to  P.L.  103-296 -244.000        =      = 


Total  budget  authority 9,281,000  9,000,000       9,000,000 

Unobligated  balance  lapsing    -160.000        =      = 

Total  obligations    $9,121,000        $9,000,000      $9,000,000 


'Excludes  the  following  amounts  for  reimbursements:  FY  1995-$7,1 10,000;  FY  1996-$7,000,000; 
FY  1997-$7 ,000,000. 

2  Based  on  levels  of  the  ninth  CR. 
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POLICY  RESEARCH 
SUMMARY  OF  CHANGES 

1996  General  funds  policy/adjusted  appropriation    $9,000,000 

Total  estimated  budget  authority $9,000,000 

1997  Request-General  funds    $9,000,000 

Total  estimated  budget  authority $9,000,000 

Net  change $ — 

1996  Current 

Estimate  Base        Change  from  Base 

Budget  Budget 
(FTE)    Authority      (FTE)    Authority 
Increases: 

A.  Built-in: 

1.  Salaries (25)  $1,200,000          —  +$48,000 

2.  Benefits (25)        395,000          —  +13.000 

Total  increases —  +61,000 

Decreases: 

A.  Program:  „ 

1.  Research  contracts —      2,500,000          —  -61.000 

Total  decreases    —  -61 ,000 

Net  change —  $  — 
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POLICY  RESEARCH 

BUDGET  AUTHORITY  BY  ACTIVITY 

(Dollars  in  thousands) 


FY  1995  FY  1996  FY  1997 

Actual  Policy       '  Estimate 

FTE    Amount  FTE    Amount  FTE    Amount 

Total  budget  authority 26       $9,121  25       $9,000  25       $9,000 


Based  on  levels  of  the  ninth  CR. 
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POLICY  RESEARCH 
BUDGET  AUTHORITY  BY  OBJECT 

FY  1996  FY  1997        Increase  or 

Policy'  Estimate           Decrease 

Full-time  equivalent  employment    25  25                    — 

Full-time  equivalent  of  overtime  and  holiday  hours —  — 

Average  SES  salary    —  —                     — 

Average  GS  grade    13.0  13.0 

Average  GS  salary    $52,867  $54,505           +$1,638 


Personnel  compensation: 

Full-time  permanent $1,176,000  $1,224,000  +$48,000 

Other  than  full-time  permanent —  —  — 

Other  personnel  compensation     24.000  24.000             = 

Total  personnel  compensation    1,200,000  1,248,000  +48,000 

Civilian  personnel  benefits    395,000  408,000  +13,000 

Benefits  to  former  personnel —  —  — 

Total  compensation  and  benefits    1,595,000  1,656,000  +61,000 

Travel 85,000  85,000 

Transportation  of  things 3,000  3,000  — 

Rental  payments  to  GSA    400,000  400,000 

Rental  payments  to  others —  —  — 

Communications,  utilities,  miscellaneous  charges 50,000  50,000  — 

Printing  and  reproduction 75,000  75,000  — 

Advisory  and  assistance  services    —  —  — 

Other  services 1,375,000  1,375,000  — 


Based  on  levels  of  the  ninth  CR. 
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POLICY  RESEARCH 

BUDGET  AUTHORITY  BY  OBJECT 

(Cont.) 

FY  1996  FY  1997        Increase  or 

Policy'  Estimate          Decrease 

Purchases  of  goods  and  services  from  other 

government  accounts    $610,000  $610,000                  $— 

Operation  of  GOCOs —  — 

Research  and  Development  contracts 2,500,000  2,439,000            -61,000 

Supplies  and  materials 70,000  70,000 

Equipment    237,000  237,000 

Grants,  subsidies  and  contributions 2.000.000  2.000.000          — 

Total  budget  authority  by  object $9,000,000  $9,000,000 


Based  on  levels  of  the  ninth  CR. 
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POLICY  RESEARCH 

ADMINISTRATIVE  COSTS 

(Budget  Authority) 


FY  1996  FY  1997        Increase  or 

Policy'  Estimate          Decrease 
Personnel  compensation: 

Full-time  permanent  (11.1)    $1,176,000  $1,224,000          +$48,000 

Other  than  full-time  permanent  (11.3) —  — 

Other  personnel  compensation  (11.5)    24.000  24.000             — 

Total  personnel  compensation  (11.9) 1,200,000  1,248,000            +48,000 

Civilian  personnel  benefits  (12.1) 395,000  408,000           +13,000 

Benefits  to  former  personnel  (13.0) —  — 

Travel  (21.0) 85,000  85,000 

Transportation  of  things  (22.0) 3,000  3,000 

Rental  payments  to  others  (23.2)    

Communications,  utilities,  miscellaneous  charges  (23.3)  .  .         50,000  50,000 

Printing  and  reproduction  (24.0) 75,000  75,000 

Advisory  and  assistance  services  (25.1)    —  —                     — 

Other  services  (25.2) 1,375,000  1,375,000 

Purchases  of  goods  and  services  from  other 

government  accounts(25.3) 610,000  610,000 

Operation  of  GOCOs  (25.4)    

Research  and  Development  contracts  (25.5) 2,500,000  2,439,000            -61,000 

Supplies  and  materials  (26.0) 70.000         70,000  — ™ 

Total  administrative  costs $6,363,000  $6,363,000                    — 


1  Based  on  levels  of  the  ninth  CR. 
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POLICY  RESEARCH 
AUTHORIZING  LEGISLATION 


1996                                     1997  1997 

Amount             1996             Amount  Budget 

Authorized          Policy        Authorized  Request 

Policy  Research: 

Section  11 10  of  the  Social  Security  Act    ....     Indefinite  $9,000,000       Indefinite  $9,000,000 
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POLICY  RESEARCH 

APPROPRIATIONS  HISTORY  TABLE 

(Non-Comparable) 


Budget 

Estimate  House  Senate 

to  Congress  Allowance  Allowance  Appropriation 


FY  1988 
Appropriation 

$5,090,000 

$4,873,000 

$4,873,000 

$4,873,000 

FY  1989 
Appropriation 

5,019,000 

8,000,000 

7,851,000 

7,851,000 

FY  1990 
Appropriation 

5,012,000 

5,012,000 

5,012,000 

5,001,000 

FY  1991 
Appropriation 
Sequester 

5,017,000 

9,167,000 

8,167,000 

8,928,000 
-116 

FY  1992 
Appropriation 

5,037,000 

5,037,000 

5,037,000 

5,012,000 

FY  1993 
Appropriation 

5,224,000 

8,415,000 

8,263,000 

8,047,000 

FY  1994 
Appropriation 
Rescission 

15,868,000 

12,000,000 

12,000,000 

12,000,000 
-259,000 

FY  1995 
Appropriation 
Rescissions 
SSA  Transfer 

13,000,000 
-244,000 

14,632,000 

10,741,000 

13,659,000 

^,032,000 

-244,000 

FY  1996 
Appropriation 

12,278,000 

9,000,000 

i 

FY  1997 
Appropriation 

9,000,000 

As  of  3/13/96,  the  Senate  had  not  yet  acted;  therefore,  Senate  recommendations  cannot  be  provided. 
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POLICY  RESEARCH 


FY  1995 
Actual 

FY  1996 
Policy           ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE                Amount 
26            $9,121,000 

FTE 
25 

Amount 
$9,000,000 

FTE               Amount 
25          $9,000,000 

FTE            Amount 
$_ 

Purpose  and  Method  of  C 

General  Statement 
(perations 

The  Policy  Research  program  examines  broad  issues  that  cut  across  agency  and  subject  lines,  as  well  as 
new  policy  approaches  developed  outside  the  context  of  existing  programs  Its  broad  goals  are  to:  (1) 
provide  policy-relevant  information  on  national  trends  concerning  public  and  private  health,  science  and 
human  services  activities  in  order  to  identify  emerging  policy  problems  and  potential  solutions,  and  (2) 
provide  specific  information  to  develop  and  assess  the  impact  of  new  potential  public  and  private  sector 
policy  proposals,  in  particular  their  costs  and  benefits. 

The  FY  1997  level  of  $9,000,000  will  provide  for  research  focused  in  particular  on  health  care  reform, 
welfare  reform,  poverty,  family  support  and  preservation,  and  issues  concerning  disability  and  long-term 
care.  This  research  can  be  categorized  into  three  major  areas:  health  and  science  policy,  human  services 
policy,  and  disability/aging/long-term  care  policy.  In  addition,  policy  support  will  provide  services  for 
carrying  out  policy  research  in  these  three  areas.  Following  the  merger  of  the  Office  of  the  Assistant 
Secretary  for  Health  and  the  Office  of  the  Secretary,  ASPE  has  undertaken  additional  activities  in  the 
areas  of  public  health,  science  and  data  policy. 

Non-comparable  appropriated  funding  for  Policy  Research  during  the  last  five  years  has  been  as  follows: 

Fiscal  Year  Funds  FTE 


1992 

$5,012,000 

9 

1993 

$8,047,000 

16 

1994 

$11,741,000 

25 

1995 

$9,403,000 

25 

1996 

$9,000,000 

25 

Health  and  Science  Policy 

Health  and  Science  Policy  research  includes  health  care  financing,  public  health  and  science  policy  issues. 
Major  focuses  will  be  on  analyzing  incentives  for  cost-effective  changes  in  health  care  financing  and 
service  delivery;  the  interactions  with  changes  in  the  private  health  care  sector;  measures  to  control  the 
rate  of  growth  in  health  care  costs;  strategies  to  enhance  the  quality  of  health  care  for  major  population 
groups;  and  strategies  to  improve  access  for  special  populations  such  as  disadvantaged  infants,  children, 


Based  on  levels  of  the  ninth  CR. 
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and  minorities,  with  special  emphasis  on  managed  care.     An  additional  focus  will  be  coordinating 
development  of  science  policy  for  selected  issues  that  cut  across  Department  programs. 

In  FY  1997,  planned  major  accomplishments  for  Health  and  Science  Policy  are: 

•  Continue  to  improve  national  and  State-level  data  on  the  health  care  system,  especially  through 
effective  integration  of  health  care  cost,  quality  and  utilization  data  collected  by  various  State, 
national  and  private  entities. 

•  Continue  development,  improvement  and  use  of  microsimulation  models  of  the  health  care  system 
to  better  understand  effects  of  major  system  changes. 

•  Continue  efforts  to  understand  and  evaluate  changes  in  the  health  insurance  market  place,  with 
special  emphasis  on  how  they  affect  access  and  affordability. 

•  Undertake  research  on  access  to  health  care,  including  the  factors  limiting  access  for  uninsured 
persons;  the  role  of  health  risk  adjusters  in  ensuring  appropriate  competition  among  health  plans; 
the  role  of  employers  in  the  health  care  system;  issues  specifically  related  to  changing  the  primary 
care/specialist  mix  in  medical  education;  and  ways  to  assure  necessary  access  in  underserved 
areas  with  special  emphasis  on  the  availability  of  primary  care  providers. 

•  Assess  costs  of  care,  including  the  role  of  managed  care,  reduction  of  administrative  costs,  the 
Medicare  physician  fee  schedule,  the  Uniform  Clinical  Data  Set  (UCDS),  proposed  reforms  of 
the  malpractice  liability  system,  and  changes  in  the  reimbursement  for  post-acute  care. 

•  Develop  and  improve  methodologies  with  which  to  undertake  risk  and  cost-effectiveness  analyses 
of  current  and  proposed  preventive  health  and  health  care  regulations. 

•  Examine  the  integration  of  health  services  with  other  social  services  at  the  State  and  local  levels 
and  improved  delivery  of  health  services  to  special  populations  such  as  the  developmentally 
disabled,  substance  abusers,  and  the  mentally  ill. 

•  Study  changes  in  the  private  sector  which  affect  the  need  for  and  the  effectiveness  of  HHS 
programs;  calculate  the  effect  of  public  sector  changes  on  those  programs. 

•  Oversee  implementation  of  plans  to  consolidate  and  streamline  health  surveys  and  data  collection. 

•  Coordinate  selected  Department-wide  science-policy  initiatives. 

•  Review  scientific  and  technical  aspects  of  proposed  HHS  policies,  regulations  and  legislative 
initiatives. 

•  Direct  the  development  of  an  implementation  plan  for  the  recommendations  of  the  statutorily 
established  commission  on  Research  Integrity  and  Misconduct. 
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Human  Services  Policy 

Human  Services  Policy  research  will  support  the  analysis  of  Federal  and  State  welfare  reforms.  This  will 
include  studies  of  program  caseloads,  demographic  and  labor  force  characteristics,  and  State  welfare  and 
child  support  systems,  to  ensure  the  implementation  of  appropriate  income  security  policies  for  poor 
populations,  persons  with  disabilities  and  the  elderly.  In  addition,  Human  Services  Policy  will  explore 
a  number  of  issues  and  programs  affecting  children,  youth,  and  their  families,  particularly  those  of  family 
support  and  family  preservation,  as  well  as  child  care.  Head  Start,  child  abuse  and  neglect,  child  welfare, 
foster  care,  exposure  to  drugs  and  alcohol,  pediatric  AIDS,  homelessness,  and  mental  health. 

In  FY  1997,  planned  major  accomplishments  for  Human  Services  Policy  are: 

Continue  studying  State  welfare  reform  demonstration  results  and  managing  the  multi-year 
contract  to  evaluate  the  Family  Support  Act's  JOBS  program. 

Continue  to  fund  a  multi-year  grant  to  build  upon  existing  knowledge  relating  to  poverty. 

Examine  issues  related  to  the  low-wage  labor  market,  parental  responsibility,  and  teen  pregnancy. 

Continue  studies  designed  to  increase  understanding  of  child  support  and  methods  of  ensuring  its 
payment. 

Continue  the  evaluations  of  family  support  and  family  preservation  as  required  by  legislation. 

Support  data  collection  and  analysis  activities  related  to  low-income  populations. 

Provide  information  on  the  organization,  financing,  and   delivery  of  services  to  disadvantaged 
children,  youth,  and  their  families. 

Disability.  Aging  and  Long-Term  Care  Policy 

Policy  research  priorities  for  Disability,  Aging  and  Long-Term  Care  Policy  include  issues  affecting 
children,  working  age  adults  and  older  people  with  disabilities.  Research  is  focused  on  improving  and 
reforming  Federal  long-term  care  and  disability  policies  including  Medicare  and  Medicaid  to  insure  that 
they  promote  independence,  economic  self-sufficiency,  health  and  well-being  of  people  with  chronic 
illness  and  impairment  in  a  manner  that  is  efficient  and  cost-effective. 

In  FY  1997,  planned  major  accomplishments  are: 

•  Continue  to  lead  the  Department  in  completing  policy  development,  legislation,  structural  reform 
and  impact  analyses  to  support  the  Administration's  policy  objectives  around  acute  and  long-term 
care  for  people  with  disabilities.  Policy  Research  will  address  how  HHS  programs  fit  with  other 
Federal  and  State  programs  to  assure  that  children,  working  age  adults  and  the  elderly  with 
disabilities  receive  needed  supports  in  ways  that  are  caring,  just  and  fiscally  prudent. 

•  Continue  to  support  the  cost  estimating  requirements  for  developing  long-term  care  policy  options 
using  the  Long-Term  Care  Financing  Model. 
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Continue  a  major  demonstration  to  evaluate  the  policy  debate  around  the  costs  and  efficacy  of 
cash,  voucher  and  service  benefit  options  for  financing  personal  assistance  and  long-term  care 
services  for  the  elderly  and  younger  disabled  populations. 

Implement  evaluation  of  the  impact  of  managed  care  arrangements  on  high  risk  populations  and 
develop/analyze  options  for  improving  the  appropriateness  of  managed  care  arrangements  for 
persons  with  special  needs.  This  includes  working  with  States  and  private  employers  to  develop 
necessary  data  and  to  design  and  carry  out  evaluative  analyses.  A  major  focus  will  be  on  the 
impact  of  Medicare  managed  care  arrangements  in  access  to,  cost  of  and  quality  of  health  care 
for  people  with  disabilities;  the  integration  of  acute  and  long-term  care;  and  the  experience  of 
people  with  disabilities  in  employer  based  health  plans. 

Continue  to  support  the  National  Disability  Survey,  the  only  source  of  comprehensive  information 
on  the  numbers,  characteristics,  program  participation,  and  service  use  of  children  and  working 
age  adults  with  significant  disabilities. 

Continue  to  pursue  studies  of  housing-with-services  arrangements  for  people  with  disabilities, 
including  studies  of  assisted  living,  board  and  care,  and  continuing  ;are  retirement  communities. 
Continue  studies  of  Medicare  Home  Health  and  private  long-term  care  insurance. 

Evaluate  the  policy  implications  of  learning  disabilities. 

Conduct  an  initial  descriptive  study  of  the  long-term  care  needs  of  people  with  HIV/ AIDS,  and 
describe  and  evaluate  models  for  financing  and  service  delivery. 


Policy  Support  Services 

Policy  Support  Services  will  provide  simulation  modelling,  statistical  analysis,  and  other  technical  and 
analytic  services  needed  in  order  to  carry  out  policy  research.  The  goal  is  to  ensure  efficient,  reliable, 
and  timely  analytical  support  while  offsetting  increases  in  costs  through  the  introduction  of  cost-saving 
technologies.  Major  emphasis  will  be  on  support  for  Administration  initiatives  on  health  care  and  welfare 
reform,  and  on  science  policy,  disability,  children,  long-term  care,  youth  and  the  elderly. 

In  FY  1997,  planned  major  accomplishments  for  Policy  Support  Services  are: 

•  Provide  a  full  range  of  computer  and  statistical  support,  including  ongoing  major  HHS  micro- 
simulation  models  used  in  policy  analysis. 

•  Prepare  special  tabulations  of  persons  in  poverty  and  other  groups  of  special  interest  such  as  the 
uninsured,  in  support  of  the  Administration's  initiatives  on  welfare  reform,  children,  youth, 
families,  the  elderly,  and  people  with  disabilities. 

•  Utilizing  microsimulation  models,  simulate  the  costs  and  distribution  impacts  of  alternative 
options  for  improving  health  care  and  welfare,  and  on  children  and  youth  programs.  Continue 
enhancement  of  these  models  to  expand  their  ability  to  simulate  policy  changes. 
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Improve  Departmental  data  policy,  coordination  and  management  through  leadership  and  staff 
support  to  the  HHS  Data  Council,  the  internal  advisory  body  to  the  Secretary  on  data  policy 
issues.  Assure  Departmental  access  to  the  latest  and  most  advanced  thinking  on  data  issues  in  the 
health  sector  through  leadership  and  staff  support  to  the  National  Committee  on  Vital  and  Health 
Statistics,  the  Department's  public  advisory  body  on  health  data  issues. 


Rationale  for  the  Budget  Request 

The  FY  1997  request  for  Policy  Research  is  the  same  as  the  FY  1996  level.  A  redistribution  of  dollars 
within  the  object  classifications  will  defray  the  costs  of  the  annualization  of  the  January  1996  pay  raise, 
the  anticipated  January  1997  pay  raise  of  3. 1  percent,  and  mandatory  personnel  costs  such  as  within-grade 
increases  and  career-ladder  promotions,  while  still  focusing  on  priority  research. 
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POLICY  RESEARCH 
DETAIL  OF  FULL-TIME  EQUTVALENT  (FTE)  EMPLOYMENT 


FY  1995       FY  1996      FY  1997 
Actual        Estimate       Estimate 

Total,  Policy  Research 26  25  25 


Average  GS  Grade 

1993 11.5 

1994 12.4 

1995 13.0 

1996 13.0 

1997 13.0 
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POLICY  RESEARCH 

DETAIL  OF  POSITIONS 

FY  1995       FY  1996      FY  1997 
Actual        Estimate       Estimate 

Executive  Level  I _                 

Executive  Level  II    

Executive  Level  III 

Executive  Level  IV 

Executive  Level  V    _. 

Subtotal _  _  _ 

Total  -  Executive  Level  Salaries $—  $ —  $_ 

ES-6 _  _  _ 

ES-5 _  _  _ 

ES-4 _  _  _ 

ES-3 _  „  _ 

ES-2 _  _ 

ES-1    _.  _ 

Subtotal —  _ 

Total  -  ES  Salaries   $~  $--  $— 

GS-15 3  4  2 

GS-14 5  5  5 

GS-13 5  1  8 

GS-12 4  4  4 

GS-11    3  4  4 

GS-10 _  —  — 

GS-9 5  6  2 

GS-8 —  —  _ 

GS-7 —  _  _ 

GS-6 1  l  _ 

GS-5 —  —  _ 

GS-4 —  _  _ 

GS-3 _  — 

GS-2 —  —  — 

GS-1 —         —  _ 

Subtotal 26  25  25 

Total  positions 26  25  25 

Total  FTE  usage,  end  of  year    26  25  25 

Average  ES  level 3  3  3 

Average  ES  salary    $ —  $ —  $ — 

Average  GS  grade    13.0  13.0  13.0 

Average  GS  salary    $46,202       $52,867       $54,505 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


PROPOSED  GENERAL  PROVISIONS 
FOR  FISCAL  YEAR  1997 


The  President's  Budget  recommends  that  several  General  Provisions  be  included  in  the  FY  1997 
Departments  of  Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies  Appropriations 
Act.  As  of  this  date,  no  Appropriations  Act  has  been  approved  for  FY  1996  by  Congress.  These 
proposed  provisions  folluw  appendix  schedules  for  the  Department  of  Health  and  Human  Services  (Title 
II  General  Provisions)  and  the  Department  of  Labor  (Title  V  General  Provisions).  Explanations  for  the 
provisions  follow: 

Title  II 

Sec.  201.  This  provision  proposes  that  an  appropriation  of  up  to  $37,000  be  available  for  official 
reception  and  representation  expenses  which  are  specifically  approved  by  the  Secretary. 

Sec.  202.  This  provision  proposes  that  the  Secretary  assign  not  more  than  60  employees  of  the  Public 
Health  Service  to  assist  in  child  survival  activities  and  to  work  in  AIDS  programs  through  and  with  funds 
provided  by  the  Agency  for  International  Development,  the  United  Nations  International  Children's 
Emergency  Fund,  or  the  World  Health  Organization. 

Sec.  203.  This  provision  proposes  to  limit,  to  a  maximum  of  $125,000  per  year,  the  rate  at  which  the 
National  Institutes  of  Heaith  and  the  Substance  Abuse  and  Mental  Health  Services  Administration  may 
pay  an  individual  when  using  grant  or  extramural  funding  appropriated  in  this  title. 

Title  V  '  2 

Sec.  501.  This  provision  proposes  that  funds  appropriated  under  this  Act  may  not  be  used  to  provide  a 
loan,  loan  guarantee,  grant,  salary  or  other  remuneration  to  any  individual  applying  for  admission  to, 
attending,  employed  by,  teaching  at  or  doing  research  at  an  institution  of  higher  education  who  has  been 
engaged  in  conduct  involving  the  use  of  (or  assistance  to  others  in  the  use  of)  force,  threat  of  force,  or 
seizure  of  property  under  the  control  of  an  institution  of  higher  education  to  require  or  prevent  the 
faculty,  administration,  or  students  from  engaging  in  their  duties  or  pursuing  their  studies  at  such 
institutions  on  or  after  August  1,  1969. 


1  Although  a  full-year  1996  Labor/HHS/Education  appropriations  bill  has  not  been  enacted,  certain 
provisions  affecting  HHS  were  enacted  in  law  as  a  part  of  various  continuing  resolutions.  Section  128 
of  P.L.  104-99  pertains  to  the  use  of  Federal  funds  for  embryo  research.  The  Administration  proposes 
to  delete  this  provision  and  does  not  support  addressing  this  issue  in  legislation. 

2  The  continuing  resolution  funding  the  Department  of  Health  and  Human  Services  through  March 
15,  1996,  applies  the  terms  and  conditions  of  the  FY  1995  appropriations  bill  to  the  Medicaid  program, 
including  a  provision  restricting  funding  for  abortions.  As  with  its  FY  1996  Budget,  the  Administration 
proposes  to  delete  this  prevision  and  will  work  with  the  Congress  to  address  this  issue. 
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Sec.  502.  This  provision  proposes  that  the  Secretaries  of  Labor,  Health  and  Human  Services,  and 
Education  be  authorized  to  transfer  unexpended  balances  of  prior  appropriations  to  accounts 
corresponding  to  those  included  in  this  Act,  provided  that  the  balances  are  used  for  the  same  purpose  and 
the  same  period  of  time  they  were  originally  appropriated. 

Sec.  503.  This  provision  proposes  that  no  appropriation  contained  in  this  Act  remain  available  for 
obligation  beyond  the  current  fiscal  year,  unless  it  is  expressly  stated  in  this  Act. 

Sec.  504.  (a)  This  provision  proposes  that,  except  for  normal  and  recognized  executive-legislative 
relationships,  no  part  of  any  appropriation  in  this  Act  shall  be  used  for  publicity  or  propaganda, 
preparation,  distribution,  publication,  radio  or  TV  broadcast  or  film  presentation  designed  to  support  or 
defeat  legislation  pending  before  Congress,  except  as  a  presentation  to  Congress  itself. 

(b)  This  provision  proposes  that  no  part  of  any  appropriation  in  this  Act  be  used  to  pay  the 
salary  or  expenses  of  any  grant  or  contract  recipient  (or  their  agent)  related  to  activities  designed  to 
influence  pending  legislation  or  appropriations. 

Sec.  505.  This  provision  applies  only  to  the  Secretaries  of  Labor  and  Education,  and  the  Director  of  the 
Federal  Mediation  and  Conciliation  Service. 

Sec.  506.  This  provision  proposes  that  no  funds  appropriated  under  this  Act  may  be  used  for  any 
hypodermic  needle  exchange  programs,  unless  specified  in  this  Act  and  unless  the  Surgeon  General 
determines  that  such  programs  are  effective  in  preventing  the  spread  of  AIDS  and  do  not  encourage  the 
use  of  illegal  drugs,  with  the  exception  that  such  funds  may  be  used  to  fund  demonstrations  or  studies 
authorized  in  the  ADAMHA  Reorganization  Act  (P.L.  102-321). 

Sec.  507.  (a)  This  provision  proposes  that,  to  the  greatest  extent  practicable,  all  equipment  and  products 
purchased  with  funds  made  available  under  this  Act  should  be  American-made. 

(b)  This  provision  proposes  to  place  a  Notice  Requirement  on  the  head  of  each  Federal  agency 
that,  to  the  greatest  extent  practicable,  in  the  process  of  providing  financial  assistance  to  or  entering  any 
contract  with  any  entity  using  funds  made  available  under  this  Act,  notice  describing  the  statement  in 
subsection  (a)  be  provided. 

Sec.  508.  This  provision  proposes  that  all  Federal  grantees  (including  State  and  local  governments,  and 
recipients  of  Federal  research  grants)  issuing  press  releases,  requests  for  proposals,  and  other  documents 
describing  projects  or  proposals  funded  with  Federal  funds  clearly  state  the  following:  1)  the  percentage 
and  dollar  amount  of  the  total  cost  of  the  project  or  program  to  be  financed  by  Federal  funds;  and  2)  the 
percentage  and  dollar  amount  of  the  total  cost  to  be  financed  by  non-governmental  sources. 

Sec.  509.  This  provision  proposes  that  in  the  current  fiscal  year,  under  the  Balanced  Budget  and 
Emergency  Deficit  Control  Act,  as  amended,  a  sum  not  to  exceed  1  percent  of  any  discretionary  funds 
for  Titles  I,  D  and  ID  of  this  Act  may  be  transferred  between  appropriations,  provided  that  they  are  made 
between  appropriations  within  a  Title,  and  further  provided  that  such  transfers  not  increase  any 
appropriation  by  more  than  3  percent,  except  for  the  Public  Health  and  Social  Services  Emergency  Fund 
(under  Title  II  of  this  Act),  which  may  exceed  the  3  percent  limitation. 
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OVERVIEW  -  HHS  SERVICE  AND  SUPPLY  FUND 


The  HHS  Service  and  Supply  Fund  is  a  revolving  fund  authorized  under  42  USC  231.   The 
Fund  provides  for  consolidated  financing  and  accounting  for  business-type  operations 
involving  the  provision  of  common  services  and  commodities  to  customers  agencies.    The 
FY  1997  budget  for  the  HHS  Service  and  Supply  Fund  (SSF)  is  $333  million,  which  will 
support  1,438  full-time  equivalent  positions  (FTE)  in  the  Program  Support  Center  (PSC),  the 
Federal  Occupational  Health  (FOH)  program 


HHS  SERVICE  AND  SUPPLY  FUND 
FY  1997  FTE  Estimate 

PSC 

1,261  ^^^^ 

^~- — I -^  OS 


OS  Activities 
FOH  47 

130 


Figure    1 


of  HRSA,  and  the  Office  of  the  Secretary 
(OS),  as  seen  in  Figure  1.  The  SSF  does 
not  receive  appropriated  resources,  but  is 
funded  entirely  through  charging  HHS 
Operating  and  Staff  Divisions,  as  well  as 
other  Federal  agencies  and  Departments,  for 
their  usage  of  goods  and  services. 

The  SSF  has  been  greatly  impacted  by  the 

second  phase  of  the  HHS  reinvention 

process  (REGO),  which  reviewed  the 

organization,  financing,  and  governance  of 

the  Department's  common-use 

administrative  services.    The  REGO  analysis 

determined  that  the  most  efficient  method  of 

organizing  the  Department's  administrative  service  providers  was  in  a  single  organization 

dedicated  to  the  provision  of  cost  efficient,  quality  service.   Therefore,  the  Program  Support 

Center  was  established  in  FY  1996  as  a  new  HHS  operating  division.   As  the  first  true 

business  enterprise  at  HHS,  the  PSC  provides  a  wide  range  of  administrative  support  services 

on  a  competitive,  fee-for-service  basis  to  customers  throughout  HHS  and  to  other  Federal 

agencies  and  Departments.    PSC  services  are  provided  in  four  broad  business  areas:   human 

resources,  financial  management,  administrative  operations,  and  information  technology. 

To  simplify  financing  mechanisms  and  reduce  duplication,  the  OS  Working  Capital  Fund 
(WCF)  will  be  terminated  in  FY  1997,  with  all  former  activities  funded  from  the  SSF. 
Additionally,  HRSA's  Federal  Occupational  Health  program  will  be  added  as  an  FY  1997 
Fund  activity.   These  additional  activities  result  in  a  non-comparable  increase  to  the  SSF  of 
over  $150  million  as  compared  to  FY  1996. 

A  new  Fund  charter  has  been  approved,  establishing  a  new  SSF  Board  of  Directors  as  the 
Fund's  governing  body.    This  Board  is  chaired  by  the  Deputy  Secretary,  with  the  Assistant 
Secretary  for  Management  and  Budget  as  the  Vice-Chair.    Included  on  the  Board  are 
representatives  of  each  HHS  operating  division,  the  chief  management  officers  of  the  PSC, 
and  a  representative  from  the  Inspector  General. 
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The  detailed  budget  justifications  for  the  Program  Support  Center  and  the  Retirement  Pay  and 
Medical  Benefits  for  Commissioned  Officers  follow  this  overview.   The  justification  for 
HRSA's  Federal  Occupational  Health  program,  and  the  OS  activities  funded  through  the  SSF 
are  included  in  the  HRSA  and  OS  budget  submissions  respectively. 


1103 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 
SERVICE  AND  SUPPLY  FUND 


FY  1997  Budget  Page 

Organization  Chart 6 

Revenue  by  Customer 7 

Expenses  by  Activity 8 

Expenses  by  Object 9 

Administrative  Costs 1 1 

Justification: 

A.  Account  Summary 12 

B.  General  Statement 13 

C.  Human  Resources  Service 15 

D.  Financial  Management  Service 18 

E.  Administrative  Operations  Service 22 

F.  Information  Technology  Service 26 

Detail  of  Full-Time  Equivalent  Employment 29 

Detail  of  Positions 30 


1104 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


PROGRAM  SUPPORT  CENTER 


PROGRAM  SUPPORT 
CENTER 

DIRECTOR 
Lynnda  M.  Regan 

HUMAN  RESOURCES 
SERVICE 

DIRECTOR 

Thomas  M  King        (pb) 

FINANCIAL  MANAGEMENT 
SERVICE 

DIRECTOR 

John  C.  West          (pcj 

• 

ADMINISTRATIVE 
OPERATIONS  SERVICE 

DIRECTOR 

Richard  W.  Harris 

(Acting)                (pe) 

INFORMATION 
TECHNOLOGY  SERVICE 

DIRECTOR 

David  R.  Hamrick 

(Acting)               (PF) 

1105 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 
SERVICE  AND  SUPPLY  FUND 

Estimated  Revenue  by  Customer--FY  1997 
(Dollars  in  thousands) 

SERVICE  PROVIDERS 


OPDIVs 

Human 
Res. 

Financial 
Mgmt 

Admin. 
Operations 

Info. 
Tech. 

Total 
PSC 

HCFA 

$892 

$2,968 

$568 

$70 

$4,498 

ACF 

413 

6,201 

1,729 

0 

8,343 

AOA 

235 

515 

144 

0 

894 

HRSA 

3,345 

10,665 

9,883 

1,270 

25.163 

IHS 

7,959 

6,841 

24,494 

557 

39,851 

FDA 

3,947 

31 

24,130 

2,784 

30,892 

NIH 

5,112 

5,280 

35,682 

504 

,46,578 

CDC 

2,722 

475 

2,789 

260 

6,246 

SAMHSA 

664 

1,900 

3,971 

748 

7,283 

AHCPR 

256 

478 

1,687 

0 

2,421 

OS 

7,134 

3,686 

6,059 

2,679 

19,558 

Non-HHS 

10,917 

2,181 

19,907 

1,863 

34,868 

Total 

$43,596 

$41,221 

$131,043 

$10,735 

$226,595 

1  Total  PSC  dollars  do  not  reflect  the  job  order  activities:    Cooperative  Administrative  Support  Units  (CASUs), 
SW  Reprographics,  and  Unique  Supplies;  a  total  of  SI 0,803  which  the  OPDIVS  budget  for  separately 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


Expenses  by  Activity 
(Dollars  in  thousands) 


FY  1995 
Estimate 


FY  1996 
Estimate 

FTE  AMT 


FY  1997 
Estimate 


AMT 


Human  Resources  Service .. 

Financial  Management 
Service 

Administrative  Operations 
Service 

Information  Technology 
-Service 

Office  of  the  Director 

TOTAL 


405 

$43,307 

405 

$45,393 

295 

41,294 

295 

40,229 

411 

130,272 

411 

135.732 

120 

9,982 

120 

10.265 

30 

. 

30 

. 

1,261 

$224,855 

1,261 

$231,619 

$43,596 
41,221 
141,846 


1,261 


$237,398 


Expenses  for  the  Office  of  the  Director  have  been  distributed  to  the  four 
operating  services 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

PROGRAM  SUPPORT  CENTER 

Expenses  by  Object 

FY  1996  FY  1997  Increase/ 

Decrease 
Total  compensable  workyears: 
Full-time  equivalent  employment  . .  1,261  1,261 


!     Full-time  equivalent  of 

overtime  and  holiday  hours 14.00  14.00 

Average  GS  grade 10.07  10.07 

Average  GS  salary  $45,867  $47,243 


Personnel  compensation: 

Full-time  permanent $59,806,000  $61,439,000  +$1,633,000 

Other  than  full-time  permanent  .. .  1,769,000  1,815,000  +46,000 

Other  personnel  compensation 1,176,000  1,211,000  +35,000 

Special  personnel  service  payments  —  —  — 

Total  personnel  compensation  .. .  62,751,000  64,465,000  +1,714,000 


Personnel  benefits 11 ,607,000  1 1 ,887,000  +280,000 

Benefits  for  former  personnel 129,000  —  -129,000 

Travel  and  transportation  of  persons  1,164,000  1,167,000  +3,000 

Transportation  of  things 1,796,000  1,539,000  -257,000 

Rent,  communications  and  utilities: 

Rental  payments  to  GSA 11 ,804,000  1 1 ,940,000  + 136,000 

Communications,  utilities,  and 

miscellaneous  charges 8,656,000  9,072,000  +416,000 

Printing  and  reproduction 2,022,000  2,038,000  +16,000 


1108 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

PROGRAM  SUPPORT  CENTER 

Expenses  by  Object 


FY  1996  FY  1997  Increase/ 

Decrease 


Consultant  services  contracts  (25.1)  —  —  — 

Other  services  (25.2) 48,333,000  47,657,000  -676,000 

Purchases  of  goods  and  services  from 

other  Government  accounts  (25.3)..  39,546,000  38,966,000  -580,000 

Supplies  and  materials 39,243,000  44,251,000  +5,008,000 

Equipment 1,386,000  1,234,000  -152,000 

Depreciation 3.182.000  3.182.000              = 


Total,  expenses  by  object  231,619,000         237,398,000        +5,779,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

PROGRAM  SUPPORT  CENTER 

Administrative  Costs 


(Expenses) 

FY  1996 

FY  1997 

Increase/ 

Estimate 

Estimate 

Decrease 

Personnel  compensation: 

Full-time  permanent  (11.1) 

Other  than  full-time  permanent  (1 1.3) 

Other  personnel  compensation  (11.5) 

Special  personnel  service  payments  (11.8) 
Total  personnel  compensation  (11.9) 

Personnel  benefits  (12.1) 

Benefits  for  former  personnel  (13.0) 

Travel/transportation  of  persons  (21.0) 

Transportation  of  things  (22.0) 

Communications,  utilities,  and 
miscellaneous  charges  (23.3) 

Printing  and  reproduction  (24.0) 

Consultant  services  contracts  (25.1) 

Other  services  (25.2) 

Purchases  of  goods  and  services  from 
other  Government  accounts  (25.3) 

Supplies  and  materials  (26.0) 

Total  


$59,806,000  $61,439,000  +$1,633,000 
1,769,000  1,815,000  +46,000 
1,176,000     1,211,000     +35,000 


62,751,000 

64,465,000 

+1,714,000 

11,607,000 

11,887,000 

+280,000 

129,000 

— 

-129,000 

1,164,000 

1,167,000 

+3,000 

1,796,000 

1,539,000 

-257,000 

8,656,000 

9,072.000 

+416,000 

2,022,000 

2,038,000 

+  16,000 

48,333,000 


47,657,000 


-676,000 


39,546,000    38,966,000     -580,000 

39.243.000    44.251.000    +5.008.000 

215,247,000    221,042.000    +5,795,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

Account  Summary 
(Dollars  in  thousands) 


FY  1996 
Estimate 


FY  1997 
Estimate 


AMT 


Increase  or 
Decrease 

FTE         AMT 


Human  Resources  Service.. 

Financial  Management 
Service 

Administrative  Operations 
Service 

Information  Technology 
Service 

Office  of  the  Director 

TOTAL 


405 

$45,393 

405 

$43,596 

0 

-  $1,797 

295 

40,229 

295 

41,221 

0 

992 

411 

135,732 

411 

141,846 

0 

6,114 

120 

10,265 

120 

10,735 

0 

470 

30 

, 

30 

, 

0 

, 

1,261 

$231,619 

1,261 

$237,398 

0 

$5,779 

•  Expenses  for  the  Office  of  the  Director  have  been  distributed  to  the  four 
operating  services 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

General  Statement 


The  Program  Support  Center  (PSC)  is  a  newly-formed,  self-supporting  Operating  Division  at 
the  Department  of  Health  and  Human  Services  (HHS).   As  the  first  true  business  enterprise  at 
HHS,  the  PSC  provides  services  on  a  competitive,  fee-for-service  basis  to  customers 
throughout  HHS.    In  addition  to  HHS  offices  and  agencies,  PSC  customers  include  12  other 
executive  departments,  12  independent  Federal  agencies,  and  the  General  Accounting  Office. 

The  PSC  was  formed  by  combining  the  administrative  services  activities  formerly  located  in 
the  Office  of  the  Secretary,  and  funded  by  the  OS  Working  Capital  Fund  (WCF),  with 
activities  formerly  in  the  Office  of  the  Assistant  Secretary  for  Health  (OASH),  the  Food  and 
Drug  Administration,  the  Health  Resources  and  Services  Administration  and  the  Indian  Health 
Service.   These  former  PHS  actvities  were  funded  by  the  PHS  Service  and  Supply  Fund.   The 
formation  of  the  PSC  resulted  from  the  Department's  REGO  II  analysis  with  a  goal  of  further 
streamlining  and  minimizing  duplication  of  functions  in  the  provision  of  cost  effective 
administrative  services  to  components  of  the  Department  and  other  Federal  agencies. 

The  activities  and  services  of  the  Program  Support  Center  will  be  supported  in  FY  1997 
through  the  DHHS  Service  and  Supply  Fund  (a  revolving  fund),  which  was  established  by  42 
USC  23 1 .   The  Fund  provides  consolidated  financing  and  accounting  for  business-type 
operations  involving  the  provision  of  common  services  and  commodities  to  customers.    It  is 
governed  by  a  Board  of  Directors,  which  is  chaired  by  the  Deputy  Secretary  and  includes 
representatives  from  each  HHS  Operating  Division,  the  chief  PSC  officers  and  the  HHS 
Assistant  Secretary  for  Management  and  Budget. 

Each  PSC  Service  is  managed  in  such  a  way  as  to  be  self-sustaining,  that  is,  the  operation 
should  result  in  a  break-even  relationship  between  costs  and  revenues.   The  expenses  of  each 
activity  are  billed  to  the  customers  based  upon  actual  fee-for-service  costs.   In  FY  1997,  the 
PSC  has  a  goal  of  operating  on  a  100  percent  fee-for-service  basis.    Services  are  provided  in 
four  broad  business  areas:   human  resources,  financial  management,  administrative  operations, 
and  information  technology. 


Human  Resources  Service 

The  Human  Resources  Service  provides  a  full  range  of  personnel  management  services 
including  payroll  management  and  operations;  personnel  operations  services  for  civilian  and 
commissioned  personnel;  common  needs  training;  employee  relations  and  labor  relations;  and 
administration  of  the  Board  for  Corrections  of  PHS  Commissioned  Corps  Personnel  Records. 
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Financial  Management  Service 

The  Financial  Management  Service  supports  the  financial  operations  of  HHS  and  other 
Departments  through  the  provision  of  payment  management  services  for  Departmental  and 
other  Federal  grant  and  program  activities;  accounting  and  fiscal  services;  debt  management 
services;  and  the  review,  negotiation  and  approval  of  rates,  including  indirect  cost  rates, 
research  patient  care  rates,  and  fringe  benefit  rates. 


Administrative  Operations  Service 

The  Administrative  Operations  Service  (AOS)  supports  the  administrative  management 
functions  within  the  Department  in  the  areas  of  property  and  materiel  management,  and 
support  services  ranging  from  telecommunications  services  and  commercial  graphics  to  mail 
distribution.    Included  is  the  operation  of  a  medical  supply  depot  located  in  Perry  Point, 
Maryland,  that  provides  support  to  over  1 ,700  customers  on  a  worldwide  basis  and  is  an 
economical  source  of  supply  for  all  Federal  customers.    The  FY  1 997  estimated  expenses 
include  a  $5  million  increase  for  the  expansion  of  product  lines  within  the  Supply  Service 
Center  and  increased  communication  capabilities  through  the  Telecommunication 
Improvement  Project  (TIP).    The  latter  consolidates  telephone  services  under  one  contract;  this 
collective  bargaining  results  in  savings  of  up  to  one-third  in  the  rates  charged  by  the  telephone 
company  for  services  to  agencies  in  the  Parklawn  Complex  and  the  NIH  campus. 


Information  Technology  Service 

The  Information  Technology  Service  provides  automated  data  processing  services  for  HHS 
and  other  Federal  entities.    It  provides  its  customers  with  various  ADP  services,  resources, 
technical  support  and  ADP  planning  assistance.    In  addition  the  ITS  develops  and  operates  the 
Departmental  Information  Management  Exchange  System,  and  nationwide  data 
communications  network;  and  serves  as  the  DHHS  Executive  Agent  for  Department-wide 
connectivity. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


HUMAN  RESOURCES  SERVICE 


Authorizing  Legislation  -  42  USC  231 


Increase 


FY  1995 

FY  1996 

FY  1997 

or 

Actual 

Estimate 

Estimate 

Decrease 

FTE            Amount 

FTE          Amount 

FTE          Amount 

FTE         Amount 

405         $43,307,000 

405      $45,393,000 

405     $43,596,000 

0     -$1,797,000 

FY  1997  Authorization.  . 

.  .  Indefinite 

Purpose  and  Method  of  Operation 

The  Human  Resources  Service  (HRS)  provides  leadership  in  personnel  administration  for  the 
Program  Support  Center  (PSC)  and  directly  provides  personnel  and  payroll  services  to  the 
Department. 

The  staff  provides  policy  development,  oversight,  and  technical  assistance  to  the  other  PSC 
Services  in  the  area  of  Equal  Employment  Opportunity  (EEO),  recruitment,  employee 
relations,  labor-management  relations,  employee  development,  employee  assistance  programs, 
classification,  and  compensation. 

HRS  manages  the  Department's  payroll  operations,  providing  pay  services  to  all  HHS 
employees  every  pay  period,  including  the  PHS  Commissioned  Corps.    It  also  provides  pay 
services  to  the  Social  Security  Administration  which  brings  the  number  of  staff  serviced  to 
over  120,000.   This  activity  keeps  current  and  historical  personnel,  pay  and  leave  records  on 
HHS  civilian  employees  and  members  of  the  Commissioned  Corps.   ADP  systems  support  is 
provided  to  the  health  operating  division  personnel  offices,  including  human  resources 
management  information  in  the  form  of  reports,  booklets,  queries,  files  and  graphs. 

Personnel  services  are  provided  to  4,500  departmental  staff  located  in  southwest  Washington, 
D.C.  and  Rockville,  MD,  by  local  personnel  servicing  offices.   The  Division  of  Commissioned 
Personnel  administers  payroll  and  personnel  management  programs  for  approximately  6, 1  SO 
activity  duty,  6,400  inactive  reserve,  3,200  retired  PHS  Commissioned  Officers  and  560 
annuitants.   HRS  provides  a  Board  for  Corrections  of  PHS  Commissioned  Corps  Records  to 
which  an  officer  appeals  for  the  correction  of  official  personnel  records. 
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Two  training  centers,  located  in  southwest  Washington,  D.C.  and  Rockville,  MD,  conduct  and 
evaluate  training  programs  in  such  areas  as  supervisory  management,  office  skills  and 
procedures,  data  technology,  health  and  safety  and  personnel  management. 

The  EEO  Complaints  Investigation  office  provides  investigative  services  to  departmental 
Operating  Divisions,  averaging  240  investigations  each  year. 

The  FY  1997  HRS  Objectives  are  as  follows: 

1.  Personnel  and  Payroll  Systems 

•  Develop  and  begin  implementation  of  the  Payroll  Personnel  Modernization 
Program  using  a  commercial  off-the-shelf  software. 

•  Complete  conversion  of  Social  Security  Administration  to  the  Department  of 
Interior  by  April  1997. 

2.  Personnel  Services 

•  Continue  support  of  the  HHS  automated  training  system. 

•  Support  a  team  leadership  approach  to  supervisory  and  management 
development  through  the  development  of  model  programs. 

•  Provide  leadership  for  transition  management,  including  helping  executives  and 
managers  develop  change  (difference  in  external  situation)  and  transition 
(internal  psychological  reorientation)  plans,  enhance  capacity  to  support  these 
plans,  and  help  individuals  learn  to  succeed  in  an  environment  of  constant 
change. 

•  Conduct  capacity  building  sessions  for  change  agents  and  organization 
development  specialist  throughout  the  Department. 

•  Provide  training  and  consulting  in  support  of  departmental  initiatives. 

•  Develop  and  implement  new  staffing,  classification  and  performance 
management  programs  as  a  result  of  new  legislation. 

•  Continue  to  develop  and  streamline  personnel  policies. 
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Provide  personnel  servicing  to  OS  and  PSC  Field  employees. 

Develop  a  program  to  aid  managers  in  downsizing  activities. 

Expand  partnership  efforts  in  the  decision-making  process  on  issues  affecting 
employment  conditions  of  bargaining  unit  employees. 


Rationale  for  the  Budget  Request 

The  FY  1997  expenses  for  the  Human  Resources  Service  are  estimated  at  $43,596,000,  a  net 
decrease  of  $1,797,000  reflecting  expected  increases  in  personnel  and  other  administrative 
costs  of  $249,000  and  offsetting  decreases  of  $2,046,000  which  reflect  reduced  costs 
associated  with  major  systems  re-engineering  and  implementation  projects.   The  expenses  for 
the  Human  Resources  Service  are  billed  to  the  customers  based  upon  actual  fee-for-service 
rates.   The  established  rates  result  in  a  break-even  relationship  between  costs  and  revenues. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


FINANCIAL  MANAGEMENT  SERVICE 

Authorizing  Legislation  -  42  USC  231 

Increase 
FY  1995  FY  1996  FY  1997  or 

Actual  Estimate  Estimate  Decrease 

FTE  Amount  FTE  Amount  FTE  Amount  FTE        Amount 

294         $41,292,000  294     $40,229,000  294     $41,221,000  0     $992,000 

FY  1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 


The  Financial  Management  Service  supports  the  financial  operations  of  the  Department  of 
Health  and  Human  Services  (DHHS)  and  other  Departments  through  the  provision  of  payment 
management  services  for  Departmental  and  other  Federal  grant  and  program  activities; 
accounting  and  fiscal  services;  debt  management  services;  and  the  review,  negotiation  and 
approval  of  rates,  including  indirect  cost  rates,  research  patient  care  rates,  and  fringe  benefit 
rates.   Discussions  of  these  major  components  of  the  Financial  Management  Service  follow. 


Division  of  Payment  Management 

The  Division  of  Payment  Management  (DPM)  provides  a  centralized  electronic  funding  and 
cash  management  service  to  all  organizations  receiving  DHHS  grants  and  contracts  and 
organizations  funded  by  fourteen  other  Federal  agencies.   Besides  making  automated 
payments,  DPM  monitors  funds  in  the  hands  of  grant  recipients,  provides  debt  management 
services  in  the  form  of  debt  collection  and  enforcement  and  the  collection  of  over  advanced 
amounts.   DPM  achieves  economies  of  scale  through  the  cross-servicing  of  many  agencies  and 
provides  a  singular  service  that  others  could  not  prudently  provide  for  themselves  in  this  era 
of  increasing  budget  constraints. 

DPM  also  functions,  as  directed  by  the  Office  of  Management  and  Budget,  as  the  Federal 
Government's  central  collection  point  for  all  interest  earned  on  undisbursed  grant  funds, 
regardless  of  the  funding  organization. 
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DPM  operates  and  maintains  the  Payment  Management  System  (PMS).   This  system  is 
capable  of  receiving  automated  or  manual  payment  requests,  editing  them  for  accuracy  and 
content,  batching  them  for  forwarding  them  to  the  Federal  Reserve  Bank  for  payment  and 
recognizing  and  posting  them  to  the  appropriate  general  ledger  accounts. 

On-line  inquiry  capabilities  allow  all  PMS  users  and  clients  to  determine  the  status  of  their 
respective  accounts  in  an  instant.    Payment  timing  and  amounts  can  be  checked,  balances  can 
be  verified,  collection  information  can  be  confirmed  and  funding  levels  and  grant  award 
amounts  can  be  verified.   Access  can  be  achieved  through  computers  with  dial-up  models  or 
through  our  new  page  on  the  Internet. 

Significant  increases  in  the  level  of  service  to  both  granting  agencies  and  grant  recipients  have 
been  achieved  with  a  single  point  of  contact  for  mostly  all  financial  matters.   Ninety-five 
percent  of  all  grant  recipients  now  request  their  funds  electronically  and  over  ninety-eight 
percent  of  all  funds  are  delivered  electronically.    DPM  is  participating  in  Treasury's 
Remittance  Express  System  which  allows,  for  the  first  time,  the  Government  to  receive 
electronic  funds  transfers  through  the  Federal  Reserve  Bank. 

At  the  end  of  1995,  DPM  was  servicing  15,982  recipients,  a  seven  percent  increase  from  the 
previous  year.    Demographically,  2,769  were  colleges  or  educational  organizations,  7,51 1 
were  hospitals  or  non-profit  organizations,  and  5,702  were  State  or  local  government  entities. 

Total  1995  payments  amounted  to  $171  billion,  $107  billion  of  which  were  Government- 
mandated  Public  Assistance  or  Block  Grants.   Nearly  300,000  payments  were  processed  of 
which  138  were  by  Treasury  check;  all  other  payments  were  electronic  fund  transfers  (EFT). 
Three  thousand  payments  were  processed  through  PMS'  Warehousing  facility.   This  is  a  sub- 
system that  allows  recipients  to  request  their  funds  up  to  thirty  days  in  advance  of  the 
prospective  settlement  date. 

In  1995,  there  were  135,260  open  grant  awards  active  in  the  PMS  system.    During  1995, 
169,000  authorization  transactions  were  posted,  valued  at  $174.5  billion. 

DPM  is  the  largest  grant  payment  operation  in  Government  and  is  also  the  largest  cross- 
servicing  grant  payment  system  in  Government.    DPM  services  8  other  Federal  agencies  and 
42  components  within  these  agencies.   Approximately  $1.4  million  of  DPM's  income  is 
attributable  to  non-HHS  agencies. 

Division  of  Fiscal  Services 

The  Division  of  Fiscal  Services  (DFS)  provides  full  accounting  and  fiscal  services  for  all  PSC 
and  several  other  DHHS  agencies  (Office  of  the  Secretary,  Administration  for  Children  and 
Families,  Administration  on  Aging,  Indian  Health  Service,  Health  Resources  and  Services 
Administration,  Substance  Abuse  and  Mental  Health  Administration,  and  Agency  for  Health 
Care  Policy  Research). 
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The  DFS  operates  its  accounting  systems  in  compliance  with  Generally  Accepted  Accounting 
Principles  (GAAP)  as  outlined  by  the  American  Institute  of  Certified  Public  Accountants 
(AICPA).    In  addition,  the  DFS  adheres  to  Federal  fiscal  laws  and   regulations  mandated  by 
the  General  Accounting  Office,  Office  of  Management  and  Budget,  General  Services 
Administration,  and  the  Department  of  the  Treasury.    These  Federal  agencies  require  periodic 
fiscal  reporting  in  various  forms  including  financial  statements  which  are  subject  to 
independent  audits. 

The  major  statutes  that  govern  the  DFS  operations  are;  the  Chief  Financial  Officers  Act 
(1990),  the  Certifying  Officers  Act  (1941),  Prompt  Payment  Act  (1989),  the  Federal 
Managers'  Financial  Integrity  Act  (1982),  and  the  Debt  Collection  Act  (1982). 

The  proprietary  and  budgetary  accounting  principles  are  applied  to  appropriations,  allotments 
and  allowances  in  processing  cash  receipts,  recording  purchases  (obligations),  receiving 
(accruals)  disbursements,  payroll,  and  inventory  control.   All  obligations  recorded  in  the 
accounting  system  by  the  DFS  follow  the  GAO  guidelines  of  the  Principles  of  Federal 
Appropriations  Law. 

The  DFS  provides  debt  management  service  which  employs  innovative  techniques  of 
collection.   This  service  includes  day-to-day  interaction  with  the  Department  of  Justice  and 
the  Internal  Revenue  Service  in  successfully  collecting  overdue  accounts.   Collections  are 
deposited  within  24  hours  within  either  the  Treasury  or  appropriate  agency  account. 

The  DFS  records  all  obligations  into  the  accounting  system  based  on  procurement  documents 
issued  by  authorized  contracting  officers  and  purchasing  agents.    These  obligation  transactions 
update  the  budgetary  accounts  and  weekly  reports  are  produced  for  monitoring  by  agency 
budget  officers. 

The  DFS  provides  disbursement  services  for  the  payment  of  vendor  invoices  based  on 
obligated  fund  authority.    Special  unique  disbursing  services  include  payments  for  student 
loan  repayments,  scholarship  payments,  subsidy  payments,  vaccine  injury  compensation 
payments,  beneficiary  medical  payments,  and  payments  to  contractors  operating  federal 
clinics. 

The  DFS  provides  full  interagency  accounting  services  via  electronic  communications  through 
the  Treasury  On-line  Payment  and  Collection  System  (OP AC). 

The  DFS  furnishes  fiscal  advice  and  provides  technical  and  policy  guidance  to  headquarters 
program  offices  and  field  accounting  activities.    Requests  for  legal  decisions  relating  to 
expenditures  may  be  prepared  by  the  DFS.   Additionally,  the  DFS  prepares  auditable  financial 
statements  and  reports  for  internal  and  external  use. 
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Division  of  Cost  Allocation 

The  Division  of  Cost  Allocation  (DCA)  is  the  third  major  component  of  the  Financial 
Management  Service.    The  DCA  carries  out  the  following  responsibilities: 

(1)  Reviews,  negotiates  and  approves  indirect  cost  rates,  State  and  local  government 
cost  allocation  plans,  research  plans,  research  patient  care  rates  and/or  amounts,  fringe 
benefit  rates  and  other  special  rates  for  organizations  receiving  Federally  sponsored 
awards; 

(2)  Serves  as  liaison  with  Federal  agencies  on  operational  matters  involving  review 
and  negotiation  of  indirect  cost  rates  and  cost  allocation  plans; 

(3)  Resolves  audit  findings  on  cost  allocation  plans,  indirect  cost  rates,  etc.;  ■ 

(4)  Provides  technical  assistance  on  indirect  cost  and  cost  allocation  matters  to  Federal 
agencies  and  organizations  receiving  Federally  sponsored  awards; 

(5)  Performs  functions  described  in  paragraphs  1  through  4  on  behalf  of  all  Federal 
agencies  when  DHHS  is  designated  the  cognizant  agency  by  OMB; 

(6)  Collects  rate  agreements  (issued  by  DHHS  and  other  Departments)  for 
organizations  not  subject  to  the  commercial  cost  principles  and  distributes  them  on  a 
Government-wide  basis; 

(7)  Evaluates  a  wide  range  of  ADP  and  telecommunication  facilities  operated  by 
State/local  governments,  colleges  and  universities,  and  other  nonprofit  organizations  to 
determine  whether  chargebacks  for  services  to  Federal  programs  are  reasonable,  proper 
and  allowable  under  Federal  cost  principles; 

(8)  Maintains  the  Cost  Allocation  Management  Information  system  (CAIMIS);  the 
Indirect  cost  Rate  Information  System  (IRIS);  and  the  Rate  Agreement  distribution 
System  (RADS)  data  base  systems  and  the  Statistical  Analysis  System  (SAS)  analysis 
of  high  dollar  colleges  and  universities  indirect  cost  rates  in  support  of  DCA  activities. 


Rationale  for  the  Budget  Request 


The  FY  1 997  expenses  for  the  Financial  Management  Service  are  estimated  at  $4 1 ,22 1 ,000,  a 
net  increase  of  $992,000.    This  net  increase  is  the  direct  result  of  pricing  increases  for  labor 
and  contracts.   The  expenses  for  the  Financial  Management  Service  are  billed  to  the 
consuming  customers  based  upon  actual  fee-for-service  rates.    The  established  rates  result  in  a 
break-even  relationship  between  costs  and  revenues. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

ADMINISTRATIVE  OPERATIONS  SERVICE 

Authorizing  Legislation  -  42  USC  231 

Increase 
FY  1995  FY  1996  FY  1997  or 

Actual  Estimate  Estimate  Decrease 

FTE  Amount  FTE  Amount  FTE  Amount  FTE        Amount 

411  $130,272,000  411      $135,732,000  411      $141,846,000  0     $6,114,000 

FY  1997  Authorization Indefinite 


Purpose  and  Method  of  Operation 

The  Administrative  Operations  Service  (AOS)  provides  a  wide  range  of  services  to  customers 
in  the  Department,  both  in  headquarters  and  in  the  regions,  and  to  customers  throughout  the 
Federal  government.   The  major  service  areas  are:  acquisition  management;  real  property 
management,  which  includes  facilities  management,  leasing,  and  disposition  of  surplus  Federal 
property;  personal  property  management  including  warehousing  and  inventory  control; 
communications  management  which  includes  telecommunications,  Local  Area  Network  (LAN) 
systems,  visual  communications,  reprographics,  automated  library  and  reference  management, 
and  mail  and  messenger  services;  and  health  supply  management,  which  includes  the 
provision  of  pharmaceutical,  medical,  and  dental  supplies.   Additionally,  with  the  elimination 
of  the  Department  of  Health  and  Human  Services  (DHHS)  Regional  Administrative  Support 
Centers  (RASC)  at  the  end  of  FY-95,  AOS  has  accepted  specific  administrative  functions  in 
support  of  Regional  DHHS  staff  as  well  as  Cooperative  Administrative  Support  Units  (CASU) 
in  New  York  and  Kansas  City. 

Acquisitions  Management 

AOS  provides  centralized  acquisition  services,  including  specialized  ADP  acquisitions,  to  a 
number  of  DHHS  components  throughout  the  Nation.    FY- 1995  workload  included  contract 
awards  of  $150  million  and  small  purchases  totaling  $45  million.    Based  on  AOS's  role  in  the 
new  Program  Support  Center,  a  significant  workload  increase  is  being  experienced.   To  deal 
with  this  workload  and  the  dynamic  regulatory  environment,  greater  emphasis  has  been  placed 
on  procurement  planning  and  analysis.   Additionally,  over  360  purchase  cards  have  been 
issued  to  streamline  micro  purchasing  requirements  and  internet  capability  has  been  expanded 
for  use  as  a  research,  communication,  and  buying  tool.    Also,  a  new  automated  procurement 
system  has  been  installed  which  provides  improved  electronic  data  interchange  with  customers 
and  financial  management  staff. 
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Property  Management 

The  AOS  has  been  delegated  authority  by  the  General  Services  Administration  to  manage  the 
1 .2  million  square  foot  Parklawn  Building  and  numerous  satellite  buildings.   Over  the  past 
years  the  AOS  has  developed  and  continually  improves  its  state-of-the-art  Computer  Aided 
Design/Computer  Aided  Facility  Management  system.   This  system  provides  a  paperless 
process  from  the  initial  design  of  renovations  and  alterations  on  through  the  final  production 
of  the  contract  for  services  and  supplies.   This  system  also  maintains  an  accurate  library  of  all 
space  assignments.   Rent  charges  are  based  on  these  figures.   AOS  has  also  maintained  an 
aggressive  energy  management  program  which  has  resulted  in  utility  company  rebates  which 
have  been,  in  turn,  reinvested  in  additional  energy  conservation  projects. 

AOS  operates  a  state-of-the-art  warehousing  management  system  utilizing  highly  mobile 
radio-frequency  (RF)  equipment  for  the  two-way  communication  of  warehouse  information. 
Use  of  this  technology  holds  to  a  minimum  the  amount  of  space  needed  for  property 
management.   Recently,  4  warehouse  facilities  have  been  consolidated  into  one  new  facility 
which  coupled  with  the  technological  advancements  will  provide  the  capacity  for  accepting 
significant  new  business. 

Communication  Management 

The  Telecommunication  Improvement  Project  (TIP)  represents  a  fundamental  change  in  the 
way  AOS  provides  and  manages  telecommunications  service.    Rather  than  each  agency 
continuing  to  buy  services  offered  by  external  suppliers  (e.g.,  C&P  and  AT&T),  the  Public 
Health  Service  combined  its  current  and  future  service  needs  and  asked  the  industry  to 
respond  through  the  competitive  acquisition  process.   The  winning  contractor  (Bell  Atlantic) 
now  provides  the  services  required  in  the  manner  specified.   This  represents  a  considerable 
cost  avoidance  compared  to  the  expenses  that  would  have  been  incurred  by  continuing  under 
previous  contracts. 

Even  though  the  TIP  is  costing  less  it  is  rich  in  enhanced  system  features,  such  as  voice  mail, 
not  available  under  the  previous  service.   The  10- year  contract  is  large  (approximately  $255 
million),  complex  (service  is  expected  to  be  provided  to  over  75  locations),  and  volatile  (the 
contract  has  had  59  modifications,  with  several  more  under  development).   In  addition,  the 
size  of  the  TIP  service  area  has  grown  significantly  since  the  contract  was  awarded  in 
November  1991.   The  system  today  includes  almost  47,000  lines  at  sites  in  Montgomery  and 
Prince  Georges  Counties  of  Maryland.   These  locations  display  a  wide  variety  of  building 
types  and  land  usage  from  the  campus  environment  of  the  National  Institutes  of  Health  to  the 
warehouses  in  Rockville,  and  from  the  high-rise  Parklawn  Building  to  the  Food  and  Drug 
Administration  (FDA)  agricultural  complex  in  Beltsville.   This  digital  telecommunications 
network  is  the  largest  Federal  system  of  its  kind  devoted  exclusively  to  a  single  civilian 
agency. 
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Other  technical  services  include:  network  consolidation,  desktop  video  links,  home  pages, 
streamlined  printing  services,  and  expanded  graphics  arts  capabilities.   Important  examples  are 
as  follows: 

Network  Consolidation  -  As  part  of  the  LAN  Strategic  Plan,  AOS  purchased  2  Super 
Servers  which  are  each  capable  of  supporting  over  1 ,000  users  and  designed  to  allow 
replacement  of  all  critical  hardware  components  without  interrupting  user  service.    Key 
benefits  of  the  new  system  design  include  ease  of  administration  and  operation  as  well 
as  economies  realized  through  consolidated  network  software  purchases.   An 
implementation  plan  has  been  developed  and  by  the  end  of  FY  1996,  all  AOS 
supported  workstations  will  be  part  of  this  upgraded  Novell  network  system. 

Streamlining  Printing  Services  -  A  PSC  catalog  has  been  developed  which  displays 
the  147  electronic  cut-sheet  forms  now  stored  on  the  Lionheart  print  on  demand 
system.   Customers  are  using  this  process  in  conjunction  with  their  reprographic 
requests.   New  and  updated  forms  are  added  weekly  and  the  printed  catalog  is  updated 
quarterly.   These  forms  also  reside  on  the  AOS  Bulletin  Board  which  can  be  accessed 
via  PC  communications  software  and  printed  on  demand  in  the  office.   The  electronic 
forms  are  being  prepared  for  inclusion  on  the  AOS  World  Wide  Web  home  page 
which  requestors  can  download  using  available  Adobe  Acrobat  software. 

World  Wide  Web  (WWW)  Home  Pages  —  AOS  has  made  important  contributions  to 
the  Information  Super-Highway  by  providing  technical  assistance  in  the  design  and 
modification  of  DHHS  Internet  Home  Pages. 

Recent  developments  include  WEB  pages  for  the  Health  Resources  and  Services 
Administration's  Bureau  of  Health  Professions  Training  Grants,  the  Administration  on 
Aging,  the  current  Medicare/Medicaid  debate;  converting  consumer  health  brochures 
for  the  Office  of  Disease  Prevention  and  Health  Promotion's  future  Internet  use,  and 
the  addition  of  an  AOS  home  page  to  advertise  Web  development  services. 

The  AOS  Home  Page  has  been  selected  by  the  McKinley  Group's  professional 
editorial  team  as  a  "4-Star"  site.   This  is  the  highest  rating  an  Internet  site  can  achieve 
in  Magellan,  McKinley's  comprehensive  Internet  directory  of  over  1.5  million  sites 
and  40,000  reviews. 

Supply  Management 

AOS  operates  a  full  service  medical  supply  depot  located  in  Perry  Point,  Maryland.   The 
depot's  activities  include  the  purchase,  receipt,  storage,  packing,  distribution,  shipping  and 
inventory  control  of  drugs,  chemical  and  medical  supplies,  hospital  supplies,  and  special 
program  needs.   The  depot  provides  support  to  over  1 ,700  customers  worldwide  and  is  an 
economical  source  of  supply  for  all  Federal  customers. 
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The  depot  is  an  FDA  licensed  repackaging  facility  with  estimated  annual  sales  of  nearly  $40 
million.   It  provides  "unit  of  use"  prepacks,  customized  medical  kits  (especially  for  the  Peace 
Corps  and  Department  of  State)  and  is  vital  to  national  disaster  relief  support  efforts.   Also, 
the  depot  participates  significantly  in  clinical  drug  trials,  Pacific  Basin  Training  Seminars  and 
a  variety  of  international  health  projects. 

Rationale  for  the  Budget  Request 

The  FY- 1997  expenses  for  the  Administrative  Operations  Service  are  estimated  at 
$141,846,000,  an  increase  of  $6,1 14,000  over  the  FY  1996  estimate.   The  increase  reflects 
mandatory  pay  costs  increases  and  inflationary  adjustments  in  contracts  as  well  as  anticipated 
increases  in  workload  level.    Sales  at  the  medical  supply  depot  are  projected  to  increase 
$5  million  over  the  FY  1996  level.    In  FY  1997  all  Administrative  Operations  Service 
activities  are  anticipated  to  operate  on  the  fee-for-service  basis.   Thus,  billings  to  the 
consuming  customers  will  be  based  upon  actual  service  used.   The  established  rates  result  in  a 
break-even  relationship  between  costs  and  revenues. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


INFORMATION  TECHNOLOGY  SERVICE 


Authorizing  Legislation  -  42  USC  23 1 

Increase 
FY  1995  FY  1996  FY  1997  or 

Actual  Estimate  Estimate  Decrease 

FTE  Amount  FTE  Amount  FTE  Amount  FTE        Amount 

120         $  9,982,000  120     $  10,265,000  120     $  10,735,000  0     $470,000 


FY  1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

The  Information  Technology  Service  (ITS)  provides  automated  data  processing  (ADP)  and 
data  communications  services  for  the  Department  of  Health  and  Human  Services  (DHHS)  and 
other  Federal  entities.   ITS  is  a  non-appropriated,  fee-for-service  activity,  which  provides  local 
and  remote  services  in  batch  and  time  sharing  modes  to  approximately  5,000  accounts. 
Services  include  the  full  range  of  ADP/TC  activities,  resources,  technical  support  and  planning 
assistance.   The  ITS  also  develops,  maintains  and  operates  the  DHHS  Departmental 
Information  Management  Exchange  Systems  (DIMES),  a  nationwide  data  communications 
network. 

In  addition  to  processing  information,  ITS  provides  services  that  include  functioning  as  a  data 
barn,  providing  resources  for  data  presentation  for  document  preparation  and  printing, 
computer  output  microfiche  (COM)  production  with  duplicator  capability,  and  logical  and 
physical  data  security. 

Available  software  includes  the  standard  computer  programming  language  translators  plus 
interactive  systems,  i.e.  CISC,  TSO/ISPF,  and  WYLBUR;  Data  Base  Management  Systems 
(DBMS),  i.e.  ADABAS,  INQUIRE  Text,  MODEL  204,  and  ORACLE;  statistical  software, 
i.e.  BMDP,  LISREL  VI,  SAS,  SAS/C,  SPSS-X,  and  TPL;  simulation  software  DYNAMO  II 
and  GPSS;  file  management  systems  IRS  and  MARK  IV;  and  document  preparation  and 
printing  systems  AFP,  PPF A/370,  IBM  BookMaster  and  IBM  BookManager. 
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Other  services  include  a  CD-ROM  subscription  service,  application  development  in  a  variety 
of  subject  matters  with  emphases  on  financial  support,  maintenance  and  production  support 
for  existing  applications,  and   administrative  support  for  DBMSs  provided  by  the  Service. 
ITS  has  also  developed  and  is  offering  expertise  in  analysis,  design,  and  development  of 
client/server  applications. 

Other  major  services  provided  by  ITS  include  data  communications  support  and  the  DIMES 
nationwide  data  communications  network.   The  DIMES  network  was  developed  and  is 
managed  and  operated  by  ITS  for  the  DHHS.    It  is  designed  in  a  star  configuration  consisting 
of  leased  FTS2000,  high-speed,  digital  circuits  with  the  hub  (Frontend  Communications 
Controller  and  Multi  Protocol  Routers)  located  at  the  ITS.   The  network  links  mainframe 
computers  in  thirteen  different  agencies   and  data  processing  complexes  in  ten  different  States 
throughout  the  country. 

Local  Area  Network  (LAN)  links  are  provided  and  supported  to  the  ten  DHHS  regional 
offices.   These  Links  provide  multi-protocol  connectivity  between  the  Operating  Divisions  for 
LAN  to  LAN  services,  mainframe  services  and  INTERNET  services.   In  addition  to  the 
regional  offices,  these  OPDIVs  also  have  offices  in  many  locations  in  the 
Baltimore/Washington  metro  areas. 

Access  to  BITNET  and  INTERNET,  electronic  communications  networks  that  provide 
national  and  international  exchange  of  information  among  researchers  and  educators  is  also 
provided.    BITNET  and  INTERNET  also  offer  gateways  to  other  networks,  such  as 
ARPANET,  CSNET,  MAILNET,  NSFNET,  UUCP,  and  JANET. 

ITS  provides  a  direct  INTERNET  connection  for  all  OPDIVs  within  DHHS.   This 
connectivity  allows  for  interactive  applications  (FTP,  GOPHER,  TECNET,  WWW,  ARCHIE) 
to  access  and  exchange  information  with  other  nodes. 

Support  is  also  provided  for  the  electronic  mail  (E-Mail)  interchange  facility  of  the 
Department  of  Health  and  Human  Services.   The  number  of  interconnected  E-Mail  systems 
has  grown  and  now  encompasses  all  of  the  operational  divisions  of  the  Department.   This 
service  uses  the  DIMES  network,  and  is  currently  supporting  an  interchange  of  thousands  of 
messages  and  documents  per  month  between  different  DHHS  E-Mail  systems  across  the 
continental  United  States.   Among  the  E-Mail  systems  supported  for  interconnection  are 
Banyan  mail,  3+Mail,  DEC/AH-ln-1,  DEC/VMS  mail,  cc:Mail,  Higgins  Mail,  Microsoft  mail, 
PROFS,  and  WANG  OFFICE. 

ITS  also  provides  electronic  commerce  through  an  Electronic  Data  Interchange  (EDI) 
Universal  Gateway  System  which  enables  DHHS  organizations  and  their  EDI  application 
systems  to  transmit  and  receive  EDI  transaction.   This  system  provides  a  connection  between 
DHHS  users  and  DoD  EDI  Value  Added  Network  (VAN)  distribution  hubs  in  Columbus, 
Ohio  and  Ogden,  Utah.   The  DoD  distribution  hubs  then  forward  all  DHHS  EDI  transaction 
sets  through  EDI  VANs  to  their  proper  destinations.    Receipt  of  EDI  transaction  sets  occur  as 
a  reversal  of  the  document  flow. 
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The  services  provided  by  ITS  includes  processing  over  1 .9  million  batch  computer  jobs  and 
1/2  million  interactive  computer  sessions  annually,   while  maintaining  a  99.9%  availability 
in  the  software  systems  listed  above.   The  services  are  provided  24  hours  a  day,  7  days  a 
week  to  34  Federal  Agencies  representing  190  user  organizations  with  approximately  5,000 
registered  users. 

ITS  was  originally  created  to  provide  ADP/TC  services  to  Federal  public  health  agencies. 
ITS  continues  to  support  a  number  of  these  agencies  in  achieving  their  mission.   These  and 
the  largest  customer  supported  by  ITS  are  described  below. 

The  Program  Support  Center  (PSC),  which  develops,  manages  and  operates  personnel, 
financial,  administrative  and  information  technology  services  for  the  Department  of 
Health  and  Human  Services,  is  the  largest  customer  supported  by  ITS.   In  particular,  ITS  is 
critical  to  the  financial  management  services  provided  to  the  DHHS  by  the  PSC. 

The  Food  and  Drug  Administration  (FDA)  is  also  a  major  user  of  ITS  services.    FDA 
functions  as  a  regulatory  agency  to  protect  the  public  health  of  the  Nation  as  it  may  be 
impaired  by  foods,  drugs,  biological  products,  cosmetics,  medical  devices  ionizing  and  non- 
ionizing radiation-emitting  products  and  substances,  poisons,  pesticides,  and  food  additives. 

The  Health  Resources  and  Services  Administration  (HRSA),  also  a  user  of  ITS,  provides 
leadership  and  direction  to  programs  and  activities  designed  to  improve  health 
services  for  all  people  of  the  United  States  and  to  assist  in  the  development  of  health  care 
systems  which  are  comprehensive,  interrelated  and  responsive  to  the  needs  of     individuals 
and  families. 

SAMHSA,  the  agency  administering  substance  abuse  and  mental  health  services  is  also 
supported  by  ITS.   SAMHSA  provides  national  leadership  to  ensure  that  knowledge, 
based  on  science  and  state-of-the-art  practice,  is  effectively  used  for  the  prevention  and 
treatment  of  addictive  and  mental  disorders. 

Other  public  health  agencies  using  ITS  include  the  Centers  for  Disease  Control  and 
Prevention,  the  Indian  Health  Service,  the  National  Institutes  of  Health,  and  the  Health  Care 
Financing  Administration. 


Rationale  for  the  Budget  Request 

The  FY  1997  expenses  for  the  Information  Technology  Service  are  estimated  at  $10,735,000, 
an  increase  of  $470,000  over  FY  1996  for  increased  pay  costs,  inflation  growth,  and  other 
mandatory  expenses  to  enable  ITS  to  continue  to  provide  timely  service  to  its  customers.   The 
expenses  for  the  Information  Technology  Service  are  billed  to  the  consuming  customers  upon 
fee-for-service  rates.   The  established  rates  result  in  a  break-even  relationship  between  costs 
and  revenues. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

Detail  of  Full-Time  Equivalent  Employment  (FTE) 


1996 
1995  Current  1997 

Actual  Estimate  Estimate 


Human  Resources  Service.. 

Financial  Management 
Service 

Administrative  Operations 
Service 

Information  Technology 
Service 

Office  of  the  Director... 

Total,  PSC 

1995 

1996 

1997 


405 


295 


411 


405 


295 


411 


405 


295 


411 


120 

120 

120 

_3Q 

JO 

JO 

1,261 

1,261 

1,261 

Average  GS  Grade 

10.07 
10.07 
10.07 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

PROGRAM  SUPPORT  CENTER 

Detail  of  Positions 


ES-6 

ES-5 

ES-4 

ES-3 

Subtotal 

Total  -  ES  Salary 

GS-15 

GS-14 

GS-13 

GS-12 

GS-11 

GS-10 

GS-09 

GS-08 

GS-07 

GS-06 

GS-05 

GS-04 

GS-03 

GS-02 

GS-01 

Subtotal 

CO-07 

CO-06 

CO-05 

CO-04 

CO-03 

Subtotal 

Wage  Graded 

07 

06 

05 

04 

03 

02 

Subtotal 

Total  FTE  employment, 
end  of  year 


1995 

Actual 

1 

4 
_3 

8 
$909,933 

53 

114 

220 

178 

110 

2 

77 

52 

129 

72 

87 

59 

12 

2 

2 

1,169 

1 
16 
18 

6 

_5 
46 


1 

21 

11 

2 

1 

2 

38 


1996 

Estimate 

1 

2 

2 

_3 

8 

$938,075 

50 
113 
222 
180 
HI 
2 

76 
52 
127 
72 
88 
58 
14 
2 

2 

1,169 

1 
17 
17 

6 
_5 
46 


1 

21 

11 

2 

1 

_2 
38 


1997 

Estimate 

1 

2 

2 

_3 

8 

$967,088 

49 

112 

223 

181 

113 

2 

75 

52 

126 

71 

89 

57 

15 

2 

2 

1,169 

1 

16 
17 

6 
_6 
46 


1 

21 

11 

2 

1 

2 

38 


1,261 


1,261 


1,261 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

PROGRAM  SUPPORT  CENTER 

Detail  of  Positions 


Average  ES  level 

4.2 

$120,886 

10.07 

$47,243 

Average  Commissioned  Officer  grade 

Average  Commissioned  Officer  salary 

4.90 
$56,069 

5.35 

Average  Wage  Graded  salary 

$28,420 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

For  retirement  pay  and  medical  benefits  of  Public  Health  Service  Commissioned  Officers  as 
authorized  by  law,  and  for  payments  under  the  Retired  Serviceman's  Family  Protection  Plan 
and  Survivor  Benefit  Plan  and  for  medical  care  of  dependents  and  retired  personnel  under  the 
Dependent's  Medical  Care  Act  (10  U.S.C.  ch.  55)  and  for  payments  pursuant  to  section 
229(b)  of  the  Social  Security  Act  (42  U.S.C.  429(b)),  such  amounts  as  may  be  required 
during  the  current  fiscal  year. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Amounts  Available  for  Obligation 


FY  1995  FY  1996  FY  1997 

Actual  Appropriation  Estimate 

Appropriation $159,321,000  $166,925,000  $176,392,000 

Total  obligations....                    $144,370,000  $166,925,000  $176,392,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Summary  of  Changes 


1996  Appropriation 

1997  Request 

Net  change 


$166,925,000 
176.392.000 
+9,467,000 


Increases: 

1 .  Annualization  of  the 

FY  1996  COLA,  2.8%  COLA  in 
FY  1997,  and  for  the 
projected  net  increase  of 
retirees  during  FY  1997 

2.  Annualization  of  the 

FY  1996  COLA,  2.8%  COLA  in 
FY  1997,  and  for  the 
projected  net  increase  of 
survivors  during 
FY  1997 

3.  Projected  increase  of  5.2% 
in  costs  of  medical  care 

4.  Payment  to  SSA  for  PHS 

military  service  credits 


Net  change 


FY  1996  Current 

Estimate  Base 
FTE  BA 


$129,808,000 


9,208,000 

25,108,000 

2,801,000 


Change  from  Base 
FTE  BA 


+$6,613,000 


+1,793,000 

+1,306,000 

-245.000 

+$9,467,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Budget  Authority  bv  Activity 


FY  1995 

FY  1996 

FY  1997 

Actual 

Appropriation 

Estimate 

Retirement  payments 

$112,189,000 

$129,808,000 

$136,421,000 

Survivors'  benefits 

8,060,000 

9,208,000 

11,001,000 

21,683,000 
2.438.000 

25,108,000 
2.801.000 

26,414,000 

Military  service  credits.. 

2.556.000 

Total 

$144,370,000 

$166,925,000 

$176,392,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Budget  Authority  bv  Object 


Benefits  for  former 
personnel 

Other  services 

Purchase  of  goods 
and  services 

Total  budget  authority  by 
object 


FY  1996  FY  1997  Increase/ 

Appropriation  Estimate  Decrease 

$139,016,000  $147,422,000  +$8,406,000 

25,108,000  26,414,000  +  1,306,000 


2.801.000 


2.556.000 


245.000 


$166,925,000   $176,392,000   +$9,467,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Authorizing  Legislation 


1 .  Retirement  payments 
Chapter  6A  of  Title 
42,  U.S.C. 

2.  Survivors'  benefits 
Chapter  73  of  Title 
10,  U.S.C. 

3.  Medical  care 
Chapter  55  of  Title 
10  U.S.C,  P.L. 
89-614 

4.  Military  service 
credits 

Section  229(b) 
of  the  Social 
Security  Act. 


FY  1996  FY  1997 

Amount          FY  1996  Amount  FY  1997 

Authorized   Appropriation  Authorized  Estimate 

Indefinite      $129,808,000  Indefinite  $136,421,000 


Indefinite  9,208,000        Indefinite         11,001,000 


Indefinite  25,108,000        Indefinite        26,414,000 


Indefinite  2,801,000        Indefinite  2,556,600 

> 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Appropriations  History  Table 


Year 

Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1987 

$91,282,000 

$86,282,000 

$86,282,000 

$84,330,000 

1988 

94,176,000 

89,859,000 

89,859,000 

89,859,000 

1989 

107,687,000 

104,315,000 

104,315,000 

104,678,000 

1990 

110,201,000 

105,201,000 

105,201,000 

113,623,000 

1991 

118,116,000 

118,116,000 

118,116,000 

122,639,000 

1992 

134,674,000 

134,674,000 

134,674,000 

134,547,000 

1993 

140,762,000 

140,762,000 

140,762,000 

140,762,000 

1994 

153,060,000 

153,060,000 

153,060,000 

153,060,000 

1995 

159,321,000 

159,321,000 

159,321,000 

159,321,000 

1996 

166,925,000 

166,925,000 

166,925,000 

166,925,000 

1997 

176,392,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Justification 


Retirement 
payments 

Survivors' 
benefits 

Medical  care  

Military  service 
credits 

Total  budget 
authority  


FY  1996 
Appropriation 

$129,808,000 


2.801.000 


FY  1997 
Estimate 

$136,421,000 


2.556.000 


Increases  or 
Decreases 

+$6,613,000 


9,208,000      11,001,000      +1,793,000 
25,108,000      26,414,000      +1,306,000 


$166,925,000     $176,392,000 


-245.000 


+$9,467,000 


General  Statement 

This  appropriation  provides  for  retirement  payments  to  Public  Health  Service 

(PHS)  officers  who  are  retired  for  age,  disability,  or  a  specified  length  of 

service  as  well  as  for  payments  to  survivors  of  deceased  retired  officers  who   had  elected  to 

receive  reduced  retirement  payments. 

This  account  also  funds  the  provision  of  medical  care  to  active  duty  and  retired  members  of 
the  PHS  Commissioned  Corps,  and  to  dependents  of  active  duty,  retired  and  deceased 
members  of  the  PHS  Commissioned  Corps.    In  addition,  this  account  includes  amounts  to  be 
paid  to  the  Social  Security  Administration  for  military  service  credits  which  are  earned  by 
active  duty  DHHS  Commissioned  Officers  for  non-wage  income. 

The  FY  1997  request  is  a  net  increase  of  $9,467,000  over  the  FY  1996  level.   This  amount 
reflects  increased  medical  benefits  costs,  an  annualization  of  amounts  paid  to  retirees  and 
survivors  in  FY  1996,  a  net  increase  in  the  number  of  retirees  and  survivors  during  FY  1996, 
and  a  slight  decrease  in  the  amount  for  military  service  credits.    The  budget  request  includes  a 
cost-of-living  adjustment  (COLA)  of  2.8  percent. 
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Retirement  Payments 

Authorizing  legislation  -  Chapter  6A  of  Title  42  U.S.C. 


FY  1995 

FY  1996 

FY  1997 

Increase  or 

Actual 

Appropriation 

Estimate 

Decrease 

$112,189,000 

$129,808,000 

$136,421,000 

+$6,613,000 

1997  Authorization 

,  .    Indefinite 

Purpose  and  Method  of  Operation 

The  purpose  of  this  activity  is  to  provide  mandatory  payments  to  Commissioned  Officers  of 
the  Public  Health  Service  who  have  been  retired  for  age,  disability  or  specified  length  of 


Funding  levels  for  the  past  five  fiscal  years  were  as  follows: 

1992 $94,002,000 

1993 109,305,000 

1994 1 14,630,000 

"^1995 1 12,189,000 

1996 129,808,000 

Rationale  for  the  FY  1997  Budget  Request 

The  FYJ997  request  of  $136,421,000  is  an  increase  of  $6,613,000  over  the  FY  1996  level 
and  will  support  payments  to  an  estimated  3,195  retired  officers.   The  increase  will  fund  the 
annualization  costs  of  the  FY  1996  COLA,  an  FY  1997  COLA  of  2.8  percent,  and  the 
projected  net  increase  of  90  retirees  during  FY  1 997. 

The  FY  1997  estimates  are  based  on  payments  to  the  following  number  of  retirees: 

Net 
Period  Ending  Total  Increase 

September  30,  1995,  (act.)  3,015  N/A 

September  30,  1996,  (est.)  3,105  90 

September  30,  1997,  (est.)  3,195  90 
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FY  1997 

Increase  or 

Estimate 

Decrease 

$11,001,000 

+$1,793,000 

1141 

Survivors'  Benefits 

Authorizing  legislation  -  Chapter  73  of  Title  10  U.S.C. 

FY  1995  FY  1996 

Actual  Appropriation 

$8,060,000  $9,208,000 

1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

This  activity  provides  for  the  payment  of  annuities  to  survivors  of  retired  officers  who  had 
elected  to  receive  reduced  retirement  payments  under  the  Retired  Serviceman's  Family 
Protection  Plan  and  Survivor's  Benefit  Plan.   This  program  is  financed  by  the  Federal 
Government  although  deductions  are  made  in  the  retirement  payments  to  the  officers  who 
elect  the  option  of  survivors'  benefits. 

Funding  levels  for  the  past  five  years  were  as  follows: 

1992 $5,41 1,000 

1993  6,808,000 

1994 7,399,000 

1995 8,060,000 

1996 9,208,000 

Rationale  for  FY  1997  Budget  Request 

The  FY  1997  request  of  $1 1,001,000  is  an  increase  of  $1,793,000  over  the  FY  1996  level  and 
will  provide  payments  for  an  estimated  562  annuitants.   The  increase  will  fund  the 
annualization  costs  of  the  FY  1996  COLA,  the  FY  1997  COLA  of  2.8  percent  and  the 
projected  net  increase  of  24  survivors  receiving  benefits  in  FY  1997. 

The  FY  1997  estimates  are  based  on  payments  to  the  following  numbers  of 
annuitants: 

Net 
Period  Ending  Total        Increase 

September  30,  1995,  (act.) 
September  30,  1996,  (est.) 
September  30,  1997,  (est.) 


A3 


514 

N/A 

538 

24 

562 

24 
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Medical  Care 

Authorizing  legislation  -  Chapter  55  of  Title  10  U.S.C. 


FY  1995 

FY  1996 

FY  1997 

Increase  or 

Actual 

Appropriation 

Estimate 

Decrease 

$21,683,000 

$25,108,000 

$26,414,000 

+$1,306,000 

1997  Authorization 

Indefinite 

Purpose  and  Method  of  Operation 

This  program  provides  for  the  cost  of  medical  care  rendered  in  non-Federal   and  in  uniformed 
service  facilities  to  active  duty  and  retired  PHS 
commissioned  officers  and  dependents  of  eligible  personnel. 

This  activity  fulfills  the  mandatory  medical  care  obligations  of  the  Public  Health  Service  to 
Commissioned  Officers  and  their  dependents.    Medical  care  to  eligible  beneficiaries  is 
authorized  under  the  Dependents'  Medical  Care  Act,  as  amended  by  P.L.  89-614,  which 
allows  for  an  expanded  and  uniform  program  of  medical  care  to  active  duty  and  retired 
members  of  the  uniformed  services,  and  dependents  of  active  duty,  retired  and  deceased 
members.    Health  care  provided  in  a  uniformed  service  facility  is  billed  directly  to  the  Public 
Health  Service  by  that  organization.    When  medical  care  is  provided  to  dependents  or  retirees 
in  a  private  facility,  the  Civilian  Health  and  Medical  Program  of  the  Uniformed  Services 
(CHAMPUS)  acts  as  the  Government's  agent  to  arrange  payment  and,  in  turn,  bills  the  Public 
Health  Service  for  the  services  rendered.    In  addition,  contract  medical  care  is  arranged  for 
active  duty  officers  who  are  not  stationed  in  an  area  accessible  to  uniformed  facilities 

Funding  and  beneficiary  levels  for  the  past  five  years  were  as  follows: 

Total 
Funding  Level     Beneficiaries 

1992 $20,681,000  27,500 

1993 21,450,000  27,500 

1994 22,283,000  27,500 

1995 21,683,000  27,500 

1996 25,108,000  27,500 
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Rationale  for  FY  1997  Budget  Request 


The  request  of  $26,414,000  will  provide  medical  care  for  approximately  27,500  eligible 
beneficiaries.   The  FY  1997  request  reflects  increases  in  the  cost  of  drugs  and  inpatient  and 
outpatient  care  for  all  beneficiaries  in  Federal  and  non-Federal  facilities. 
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Military  Service  Credits 

Authorizing  Legislation  -  Section  229(b)  of  the  Social  Security  Act. 

FY  1995  FY  1996  FY  1997  Increase  or 

Actual  Appropriation  Estimate  Decrease 


FY  1996 

FY  1997 

Appropriation 

Estimate 

$2,801,000 

.  $2,556,000 

$2,438,000  $2,801,000  .   $2,556,000  -$245,000 

1997  Authorization Indefinite 

Purpose  and  Method  of  Operation 

The  purpose  of  this  activity  is  to  make  payments  to  the  Social  Security  Administration  to 
reimburse  the  Federal  old-age  and  survivors  insurance  (OASI)  and  disability  insurance  (DI)  trust 
funds  for  the  costs  to  the  trust  funds  of  granting  non-contributory  credit  for  military  service. 

The  Social  Security  Amendments  of  1967  added  Section  229(b)  of  the  Social  Security  Act, 
affecting  credit  for  military  service  performed  after  December  1 967.   The  pay  of  an  officer  in 
the  uniformed  services,  after  December  1967,  is  deemed  to  be  up  to  $300  more  than  his/her 
basic  pay  in  each  calendar  quarter,  to  cover  the  value  of  non-wage  income,  such  as  food,  shelter 
and  medical  services.   The  Social  Security  Amendments  of  1972  amended  the  law  to  provide 
non-contributory  wage  credits  of  $300  per  quarter  for  military  service  performed  after  1956. 
The  Social  Security  Amendments  of  1977  further  amended  the  law  to  provide  non-contributory 
wage  credits  of  $100  for  each  $300  of  actual  wages  earned  up  to  a  maximum  credit  of  $1,200 
for  any  calendar  year  after  1977. 

The  Social  Security  Amendment  of  1983  also  modified  Section  229(b)  to  require  that  trust  funds 
be  paid  on  a  taxes-due  instead  of  a  benefits-paid  basis  beginning  in  calendar  year  1984.   The 
1983  amendments  authorized  a  lump  sum  payment  to  put  the  trust  funds  in  the  same  financial 
position  they  would  have  been  in  if  the  reimbursement  to  the  trust  funds  for  post- 1956  military 
service  credit  for  prior  years  (1957-1983)  had  been  financed  on  this  new  basis.   For  calendar 
year  1984  and  later,  the  trust  funds  will  be  reimbursed  annually  on  July  1  for  the  OASDI 
employer-employee  taxes  on  the  post- 1956  wage  credits  for  military  service  for  the  same 
calendar  year.   Proper  adjustment  will  be  made  in  amounts  authorized  to  be  appropriated  to  the 
extent  prior  estimates  were  in  excess  or  less  than  actual  wages  deemed  to  be  paid. 

Funding  levels  for  the  past  five  years  are  as  follows: 

1992 $3,095,000 

1993  2,900,000 

1994 2,879,000 

1995 2,438,000 

1996 2,801,000 


46 


1145 


Rationale  for  the  FY  1997  Budget  Request 

The  FY  1997  request  for  military  service  credits  is  $2,556,000.   This  amount  will  be  paid  to  the 
Social  Security  Administration  in  FY  1997. 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 

U.S.  DEPARTMENT  OF  LABOR 

DEPARTMENTAL  MANAGEMENT 
SALARIES  AND  EXPENSES 


Agency  organization  chart 

Appropriation  language  and  explanation  of  language  change... 

Amounts  available  for  obligation 

Summary  of  Changes 

Budget  authority  by  activity 

Budget  authority  by  object  class 

Significant  Items  in  FY  1996  House  and  Senate  Appropriation 
Committee  Reports 

Amounts  in  authorizing  legislation 

Appropriation  history 

Justification: 

Appropriation 

General  statement 

Activities : 

Program  direction  and  support 

Legal  services 

Bureau  of  international  labor  affairs 

Administration  and  management 

Adjudication 

Promoting  employment  of  people  with  disabilities 

Women ' s  bureau 

Civil  rights 

Office  of  the  chief  financial  officer 

New  Positions  Requested 

Advisory  and  Assistance  Services 

Detail  of  Full -Time  Equivalent  Employment 


Page  No. 
1 
9 
10 


15 


16 


23 
24 


26 

37 

64 

68 

77 

96 

102 

112 

117 

124 

125 

127 
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REGIONAL  OFFICES 

Boston   New  York 
Phlla.    Atlanta 
Chicago  Dal  las 
K.  City   San  Fran 

- 

DEPUTY  SOLICITOR 
FOR  REGIONAL 
OPERATIONS 

(Ronald  G. 
Whiting) 

o 
o 

< 
c 

>  < 

DEPUTY  SOLICITOR 
FOR  NATIONAL 
OPERATIONS 

(Ida  L.  Castro) 
(Acting) 

DEPUTY  SOLICITOR 
FOR  PLANNING  S 
COORDINATION 

(Juidth  E. 

Kramer  ) 

OFFICE  OF  ADMIN. , 

MANAGEMENT,  1 

LITIGATION 

SUPPORT 

(Wesley  L.  Curl ) 

(Acting) 
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Departmental  Management 
Salaries  and  Expenses 

For  necessary  expenses  for  Departmental  Management,  including  the  hire  of  three  sedans, 
and  including  up  to  $4,389,000  for  the  President's  Committee  on  Employment  of  People  With 
Disabilities,  5146,234,000;  together  with  not  to  exceed  S303.000,  which  may  be  expended  from 
the  Employment  Security  Administration  account  in  the  Unemployment  Trust  Fund.  (37  Stat. 
736.  738.  63  Stat.  409.) 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  In  Thousands) 


FY  1995 
Comparable 


Amount        FTE 


Amount         FTE 


A.  Appropriation 

Comparative  transfer  from: 

Office  of  the  American 

Workplace  to  Administration 
and  Management 

Office  of  the  American 

Workplace  to  Civil  Rights 

Subtotal,  appropriation 

(adjusted) 

Offsetting  collections  from: 

Reimbursements 

Employment  Security 
Administration  Account, 
Unemployment  Trust  Fund 

Employment  Standards 
Administration,  Black 
Lung  Disability  Trust 
Fund 

B.  Gross  Budget  Authority 

Offsetting  collections  deduction: 

Reimbursements 

C.  Budget  Authority  Before 

Committee 

Unobligated  balance  expiring 

D.  Estimated  Obligations 


1,501  $153,975  1,418  $141,047  1,431  $146,234 


1,504  154,175  1,418  141,047  1,431  146,234 


+  70  +12,680  +60  +13,000  +60  +13,000 


+4  +328 


+256  +23,188  +197  +19,621  +191  +19,621 

1,834  190,371  1,678  173,971  1,685  179,158 


1,764  177,691  1,618  160,971  1,625  166,158 

0  0  0  0  0  0 


1,764  177,691  1,618  160,971  1,625 
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SUMMARY  OF  CHANGES 
($  In  Thousands) 


DM-ll 


Budget  Authority: 

General  Funds 

Trust  Funds 

Total 

Full-Time  Equivalent: 

General  Funds 

Trust  Funds 

Total 


FY  1996 

FY  1997 

Change 

$141,047 

$146,234 

$5,187 

19,924 

19,924 

0 

160,971 

166,158 

5,187 

1,418 

1,431 

13 

200 

194 

-6 

1,618 

1,625 

7 

Trust  Funds 

General  Funds 

Total 

FTE          Amount 

FTE 

Amount 

FTE 

Amount 

Explanation  of  Change: 

Increases: 

A.      Built-in: 

Annualization  of  pay 
increase  effective  in 
January  1996 

Federal  pay  raise  effective 

in  January  1997 

Federal  Employees'  Retirement 
System  (FERS) 

Travel  and  transportation 

of  persons 

Rental  payments  to  GSA 

Communications,  utilities  and 
miscellaneous  charges 

Printing  and  reproduction 

Advisory  and  assistance 
services 

Other  services 

Purchases  of  goods  and 
services  from  Government 
accounts 

Research  and  development 
contracts 


0 

10 

0 

98 

0 

108 

0 

66 

0 

435 

0 

501 

0 

10 

0 

79 

0 

89 

0 

1 

0 

15 

0 

16 

0 

4 

0 

44 

0 

48 

0 

10 

0 

149 

0 

159 
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Trust  Funds  General  Funds  Total 


Explanation  of  Change: 

Operation  and  maintenance 

of  equipment 

Supplies  and  materials 

Equipment 

Grants 

Subtotal 

B.      Program: 

To  provide  for  an  increase  in 
Program  Direction  and  Support, 
Office  of  the  Assistant  Secretary 
for  Policy  in  support  of  the 
Department's  compliance 
assistance  initiative 
(1996  Base:  FTE  154 
Budget  Authority  $19,165,000) 


Amount      FTE  Amount       FTE 


0 

2 

0 

38 

0 

40 

0 

5 

0 

42 

0 

47 

0 

2 

0 

15 

0 

17 

0 

0 

0 

67 

0 

67 

To  provide  for  an  increase  in 

Legal  Services  for  the  401(k) 

pension  enforcement  initiative 

(1996  Base:  FTE  698 

Budget  Authority  $66,051,000) 0  0  17  1,323  17  1,323 

To  provide  for  an  increase  in 

Legal  Services  for  immigration 

reform 

(1996  Base:  FTE  698 

Budget  Authority  $66,051,000) 

Subtotal 

Total  Increases 

Decreases: 

A.       To   provide  for  a  reduction  in  the 
Federal  Employees'  Compensation 
Act(FECA) 


0 

0 

23 

2,040 
3,972 

23 

47 

2,040 

0 

0 

47 

3,972 

0 

561 

47 

8,598 

47 

9,159 

B        Program: 

To  comply  with  the  reduction 

in  FTE  as  required  by   P. L.  103-226 

(1996  Base:  FTE  1,618 

Budget  Authority  $166,022,000) 
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Trust  Funds 


General  Funds 


Total 


FTE 


Amount      FTE 


Explanation  of  Change: 

To  reduce  administrative  expenses 
as  required  by  E.O.  12837 
(1996  Base:  FTE  1,618 
Budget  Authority  $166,022,000) 

Subtotal 

Total  Decreases 

Total  Change 


Amount        FTE 


5.187 
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Total  number  of  full-time  permanent 
positions 

Full-time  equivalent: 

Full-time  permanent 

Other 

Total „ 

Average  ES  salary 

Average  GM/GS  grade 

Average  GM/GS  salary 

Average  salary  of  ungraded 

positions 

Personnel  compensation: 

Permanent  positions 

Positions  other  than  permanent 

Other  personnel  compensation 

Special  personnel  services 

Subtotal,  personnel  compensation 

Personnel  benefits 

Benefits  for  former  personnel 

Travel  and  transportation  of  persons.... 

Transportation  of  things 

Rental  payments  to  GSA. 

Communications,  utilities  and 

miscellaneous  charges 

Printing  and  reproduction 

Advisory  and  assistance  services 

Other  services 

Purchases  of  goods  and  services 

from  Government  accounts  1/ 

Operation  and  maintenance  of 

facilities 

Research  and  development 

contracts 

Operation  and  maintenance  of 

equipment 

Supplies  and  materials 

Equipment 

Grants 

Insurance  claims  and  indemnities 

Total,  budget  authority  by  object 

class 

1/     Includes  the  following  amounts  for 
services  of  other  agencies: 

DOt  Working  Capital  Fund 

General  Services  Administration.... 

National  Institute  of  Health 

Bureau  of  the  Census 

Departmental  Management 
Reimbursable  account 


(S  In  Thousands) 

FY  1995 

FY  1996 

1997 

Comparable 

Appropriation 

Estimate 

Change 

1,748 

1,602 

1,609 

♦7 

1,739 
25 


$111,026 

11.63 

$51,287 


1,618 

$116,143 

11.67 

$55,472 

$108,603 


1,608 


$118,741 

11.74 

$57,154 

$111,039 


♦$2,598 

0.07 

♦$1,682 


$94,817 

$94,705 

$98,997 

♦4,292 

3,346 

976 

979 

+3 

1,432 

812 

832 

♦20 

55 

0 

0 

0 

99,650 

96,493 

100,808 

+4,315 

18,492 

18,397 

19,411 

+1,014 

1,073 

0 

0 

0 

3,141 

2,675 

2,710 

+35 

64 

67 

67 

0 

17,678 

16,382 

16,474 

+92 

1,948 

1,790 

1,884 

♦  94 

628 

627 

630 

+3 

2,474 

1.795 

1.535 

-260 

10,605 

5,912 

5,547 

-365 

11,470 

10,457 

10,693 

+236 

0 

2 

2 

0 

551 

107 

115 

♦  8 

123 

1.480 

1,526 

+46 

1,829 

1,761 

1,762 

+  1 

3,963 

595 

597 

+2 

3,959 

2.421 

2,387 

-34 

43 

10 

10 

0 

177,691 

160,971 

166,158 

+5,187 

(11,328) 

(10,078) 

(10,314) 

(+236) 

(78) 

(71) 

(71) 

0 

(52) 

(52) 

(52) 

0 

(61) 

(10) 

(10) 

0 

(99) 


(36) 


(36) 
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SIGNIFICANT  ITEMS  IN  FY  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES' 


FY  1996  House  Report  (No.  104-209) 


SOL  FTE'S  WORKING  ON  LSHWCA 


Action  Taken  or  to  Be  Taken 


"The  Committee  notes  that  the  Office 
of  the  Solicitor  currently  has  14 
FTE's  devoted  to  work  under  the 
Longshore  and  Harbor  Workers ' 
Compensation  Act.   This  seems  to  be 
an  excessive  number  in  light  of  the 
Committee's  understanding  of  recent 
court  decisions  which  should  require 
less  work  in  this  area.   The 
Solicitor  should  also  reexamine  the 
role  of  departmental  attorneys  in  the 
black  lung  program.   Efforts  should 
be  refocused  on  the  defense  of  claims 
chargeable  to  the  Black  Lung 
Disability  Trust  Fund." 


The  Supreme  Court  decided  in  Director,  OWCP  V. 
Newport  News  Shipbuilding  and  Dry  Dock 
Co.  (Harcum)  ,  US  S.Ct.  1278  (1995),  affirming 
8  F.3d  175  (4th  Cir.  1993)  that  the  Director, 
Office  of  Workers '  Compensation  Programs 
(OWCP)  generally  has  no  standing  to  appeal 
a  decision  of  the  Benefits  Review  Board  (BRB) , 
at  least  where  public  or  special  fund  money 
is  not  at  stake.   In  the  last  fifteen  years, 
the  Office  of  the  Solicitor  has  filed  appeals 
on  behalf  of  the  Director  from  BRB  decisions, 
where  Sec.  8(f)  is  not  an  issue,  in  approxi- 
mately three  cases.   The  majority  of  SOL  FTE 
expended  on  LHWCA  cases  is  spent  defending 
decisions  of  the  Director  denying  applications 
for  Sec.  8(f)  relief  from  the  special  fund; 
the  remainder  is  spent  providing  legal  advice 
to  OWCP,  taking  any  legal  action  necessary 
to  protect  the  financial  integrity  of  the 
special  fund  (as  in  collecting  assessments 
and  representing  the  Director  in  bankruptcy 
proceedings)  and  participating,  as  a  respondent, 
in  the  litigation  of  issues  that  are  important 
to  the  program.   None  of  these  activities  is 
precluded  by  the  decision  in  Harcum.   Wholly 
apart  from  the  Harcum  decision,  at  the 
beginning  of  fiscal  1996,  two  FTE  were 
shifted  from  the  LHWCA  program  to  provide 
legal  support  to  OWCP  with  respect  to  the 
Federal  Employees'  Compensation  Act  (FECA) . 


FY  1996  Senate  Repo 
DJS£LAC£D_J«5MEMAK£RS 


"The  Committee  intends  that  the 
Women's  Bureau  maintain  support  for 
technical  assistance  and  training  on 
displaced  homemaker  programming 
through  effective  programs  such  as 
women  work.   This  assistance  i3 
critical  as  State  and  local  agencies 
develop  and  implement  employment  and 
training  programs  under  legislation 
that  consolidates  job  training  and 
vocational  programs.   (Senate  Report 
104-145,  page  25) " 


In  recognition  of  the  need  for  the  continuation 
of  vital  services  for  displaced  homemakers,  the 
Women's  Bureau  intends  to  maintain  its  support 
for  technical  assistance  and  training  through 
effective  programs  such  as  the  Women  Work! 
organization.   It  is  expected  that  a  grant 
will  be  made  available  in  the  third  quarter 
of  the  fiscal  year. 
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"The  Committee  also  believes  it  is 
important  to  recognize  those  U.S. 
companies  that  have  effective 
programs  to  assure  that  products 
imported  to  our  country  are  not  made 
by  abusive  and  exploitative  child  labor 
and  therefore  request  the  Secretary 
to  give  formal  recognition  to 
outstanding  efforts  in  this  area. 
(Senate  Report  104-145,  page  26)" 

REPORT  ON  CHILD  LABOR 


"The  Secretary  of  Labor  is  asked  to 
complete  a  report  examining  these 
efforts  (aimed  at  eliminating  the  use 
of  abusive  and  exploitative  child 
labor  in  the  production  of  goods 
imported  into  the  United  States)  and 
submit  it  to  the  Committee  by  July  15, 
1996.   In  an  effort  to  get  the  most 
specific  information  possible,  this 
report  should  include  an  examination 
of  the  top  20  U.S.  garments  importers, 
their  subsidiaries,  contractors,  and 
their  subcontractors  codes  of  conduct 
regarding  the  use  of  abusive  and 
exploitative  child  labor  in  the  product- 
tion  of  goods  imported  to  the  United 
States  and  the  adequacy  and  effective- 
ness of  their  enforcement  of  these 
codes .   The  report  should  also  include 
conclusions  regarding  the  necessary 
components  of  an  effective  code  of 
conduct  and  its  enforcement." 


The  Bureau  of  International  Labor  Affairs 
(ILAB)  has  drafted  a  substantive  work  plan  and 
has  begun  the  process  of  gathering  information 
on  programs  to  assure  that  products  imported 
into  the  United  States  are  not  made  by  abusive 
and  expletive  child  labor. 


"The  Secretary,  in  consultation  with 
other  appropriate  agencies,  is  also 
asked  to  include  in  such  report  a 
review  of  United  States  and  inter- 
national laws  that  might  be  used  to 
encourage  the  elimination  of  child 
labor  exploitation,  including  in  the 
product  of  items  imported  into  the 
United  States,  and  any  appropriate 
changes  to  such  law.   The  Secretary 
of  Labor  is  also  asked  to  publish, 
by  July  15,  an  updated  registry  of 
items  that  are  likely  to  be  produced 
with  abusive  and  exploitative  child 
labor  and  imported  into  the  United 
States .   (Senate  Report  104-145, 
page  26) " 
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REPORT  ON  CRPISE  SHIP  BPSINESS 
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"The  Committee  expects  the  Depart- 
ment to  provide  a  report  no  later 
than  60  days  after  date  of  enactment 
of  this  legislation  addressing  the 
relationship  between  increased  cruise 
ship  business  in  our  Nation's  ports 
including,  but  not  limited  to, 
Philadelphia,  Seattle,  Portland,  San 
Francisco,  San  Diego,  and  Miami,  and 
job  growth  in  the  sector  in  the 
services,  travel,  and  tourism 
industries  and  port-related  jobs. 
Senate  Report  104-145,  page  26)" 


The  Department  of  Labor  does  not  have 
expertise  in  the  cruise  ship  business  to 
prepare  a  response  at  this  time. 


FY  1996  Conference  Report  104-537 


BRB  AND  SOL  RESTRICTIONS 


"The  Committee  has  included  a 
provision  which  restricts  certain 
Labor  Department  Benefit  Review 
Board  and  Solicitor's  office 
activities,  to  ensure  prompt  action 
on  processing  backlogged  worker's 
compensation  claims,  consistent 
with  a  recent  Supreme  Court 
decision. " 


In  P.L.  104-134,  the  following  is  included: 

Provided  further,  that  no  funds  made 
made  available  by  this  Act  may  be  used  by  the 
Secretary  of  Labor  after  September  12,  1996, 
to  review  a  decision  under  the  Longshore  and 
Harbor  Workers'  Compensation  Act   (U.S.C.  901 
et  seq.)  that  has  been  appealed  and  that  has 
been  pending  before  the  Benefits  Review  Board 
for  more  than  12  months:   provided  further, 
that  any  such  decision  pending  a  review  by  the 
Benefits  Review  Board  for  more  than  one  year 
shall,  if  not  acted  upon  by  the  Board  before 
September  12,  1996  be  considered  affirmed  by 
the  Board  on  that  date,  and  shall  be  considered 
the  final  order  of  the  Board  for  purposes  of 
obtaining  a  review  in  the  United  States  courts 
of  appeals:   provided  further,  that  beginning 
September  13,  1996,  the  Benefits  Review  Board 
shall  make  a  decision  on  an  appeal  under  a 
decision  of  the  Longshore  and  Harbor  Workers' 
Compensation  Act  (U.S.C.  901  et  seq. )  not  later 
than  one  year  after  the  date  the  appeal  to  the 
Benefits  Review  Board  was  filed;  however,  if 
the  Benefits  Review  Board  fails  to  make  a 
decision  within  the  one-year  period,  the 
decision  under  review  shall  be  considered  the 
final  order  of  the  Board  for  purposes  of 
obtaining  a  review  in  the  United  States  courts 
of  appeals :   provided  further,  that  these 
provisions  shall  not  be  applicable  to  the  review 
of  any  decision  issued  under  the  Black  Lung 
Benefits  Act  (30  U.S.C.  901  et  seq.). 
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'Beginning  on  September  13,  1996,  in  any  appeal 
to  the  Benefits  Review  Board  that  has  been 
pending  for  on*  year,  the  petitioner  may  elect 
to  maintain  the  proceeding  before  the  Benefits 
Review  Board  for  a  period  of  SO  days.   Such 
election  shall  be  filed  with  the  Board  no  later 
than  30  days  prior  to  the  end  of  the  one -year 
period.   If  no  decision  is  rendered  during  this 
60-day  period,  the  decision  under  review  shall 
be  considered  affirmed  by  the  Board  on  the  last 
day  of  such  period,  and  shall  be  considered  the 
final  order  of  the  Board  for  purposes  of 
obtaining  a  review  in  the  United  States  courts 
of  appeals . " 

The  Benefits  Review  Board  has  conducted  a  com- 
prehensive review  of  its  current  total  of 
approximately  1,500  pending  appeals  filed  under  the 
Longshore  and  Harbor  Workers'  Compensation  Act . 
Of  this  total,  approximately  1,300  appeals  were 
received  by  the  Benefits  Review  Board  on  or 
before  September  12,  199S.   The  Board  projects 
that  approximately  500  of  these  appeals  will 
have  decisions  rendered  prior  to  September  12, 
1996  and  the  approximate  balance  of  800  appeals 
pending  before  the  Board  as  of  September  12, 
1996  and  received  by  the  Board  on  or  before 
September  12,  1995  will  be  administratively 
affirmed  by  the  Board  as  mandated  in  this  Act. 
Once  this  initial  block  of  approximately  800 
administrative  affirmations  are  processed,  the 
Board  believes  that  sufficient  resources  are 
provided  in  the  fiscal  year  1997  budget  request 
to  ensure  that  generally  decisions  will  routinely 
be  issued  within  one  year  on  all  appeals  received 
by  the  Benefits  Review  Board  under  the  Longshore 
and  Harbor  Workers'  Compensation  Act.   Depending 
upon  the  number  of  petitioners  electing  to 
request  the  two-month  extension,  an  unspecified 
number  of  appeals  more  than  one  year  old  may  be 
carried  into  fiscal  year  1997  and  may  change  the 
number  of  appeals  administratively  affirmed  on 
September  12,  1996. 

Limitations  on  the  time  period  during  which 
a  Longshore  appeal  may  remain  before  the 
Benefits  Review  Board  (BRB)  will  require 
implementing  regulations  to  clarify  issues 
such  as  which  date  is  to  be  considered  the 
filing  date  for  purposes  of  calculating  the 
one-year  period  and  the  effect  of  filing  a 
motion  for  reconsideration  on  the  limitation 
period.   SOL  will  be  required  to  identify 
the  cases  in  which  the  Director  is  the 
appellant  before  the  Board  that  are  likely 
to  be  affected  by  the  limitation  period 
beginning  on  September  12,  1996,  in  order 
to  determine  whether  to  take  further  action. 
The  requirement  that  SOL  take  no  action 
inconsistent  with  the  Supreme  Court  decision 
in  Harcum  has  already  been  complied  with  and 
will  require  no  further  action. 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  In  Thousands) 


Budget  Request 


FY  1996  1/ 


FY  1997  2/ 


Authorizing  legislation  containing 
indefinite  authority: 


Act  of  1913  to  create  a  Department 

of  Labor  (37  Stat.  736;  29  U.S.C. 

551  et  seq.) 

Act  to  establish  the  Women's  Bureau 
(Public  Law  66-259;  29  U.S.C.  11) 

Civil  Rights  Act  of  1964  (Title  VI) 

(42  U.S.C.  2000d) 

Amendment  to  the  Small  Business  Invest- 
ment Act  of  1958  (Public  Law  95-507; 
15  U.S.C.  661) 

Rehabilitation  Act  Amendments  of  1986 
(Public  Law  99-506;  29  U.S.C.  791) 

Chief  Financial  Officers  Act  of  1990 
(P.L.  101-576;  5  U.S.C.  5313-5315; 
31  U.S.C.  501  et.  seq.,  901  et.  seq., 
3501  et.  seq.) 


Authorizing  legislation  containing 
specific  authority: 


Anti-Drug  Abuse  Act  of  1988 
(Public  Law  100-690;  21  U.S.C.  1501). 


$138,705 
7,743 
4,535 

596 
4,358 

4,394 
$640 


$144,039 


4,389 


4,399 


$380 


1/  Includes  $303,000  in  FY  1996  to  be  derived  from  the  Employment  Security  Administration 

account  in  the  Unemployment  Trust  Fund;  and  $19,621,000  to  be  derived  from  the 
Black  Lung  Disability  Trust  Fund. 

2/  Includes  $303,000  in  FY  1997  to  be  derived  from  the  Employment  Security  Administration 

account  in  the  Unemployment  Trust  Fund;  and  $19,621,000  to  be  derived  from  the 
Black  Lung  Disability  Trust  Fund. 
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APPROPRIATION  HISTORY 
($  In  Thousands) 
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Budget 


1987.. 
1988.. 
1989.. 
1990.. 
1991.. 
1992.. 
1993.. 
1994., 
1995.. 
1996.. 
1997.. 


Estimates  to 
Congress 

125,528 

House 
Allowance 

125,528 

Senate 
Allowance 

125,164 

Appropriation 
133,488 

FTE 

1,870 

145,783 

143,848 

146,251 

138,785 

1.958 

2/ 

141,678 

141,678 

146,358 

144,042 

1,921 

3/ 

135,008 

135,708 

136,707 

139,407 

1,806 

4/ 

150,994 

156,428 

156,449 

154,590 

1,787 

LSI 

173,867 

167,641 

163,772 

164,671  11/ 

1,885 

131 

180,230 

169,318 

170,398 

166,186  11/12/ 

1,804 

91 

166,958 

166,958 

167,843 

168,043  12/13/ 

1,743 

W 

194,457 

179,663 

176,479 

177.691  13/14/15/16/ 

1,717 

Ul 

192,710 

155,921 

160,001 

160.971  13/14/15/16/ 

1,618 

18/ 

166,158 

1,625 

1/  1986  includes  reductions  pursuant  to  P.L.  99-177. 

21  Reflects  $1,737,000  across-the-board  reduction  pursuant  to  P.L.  100-436. 

3/  Includes  $2,000,000  in  FY  1990  from  the  Department  of  Transportation  Appropriations  Act,  P.L.  101-164. 

4/  Reflects  reductions  of  $4,306,000  pursuant  to  P.L.  101-517,  and  $1,708  pursuant  to  P.L.  99-177. 

5/  Reflects  a  reduction  of  $315,000  pursuant  to  P.L.  102-170. 

6/       Includes  $332,000  in  FY  1992  to  be  derived  from  the  Employment  Security  Administration  account  in  the 
Unemployment  Trust  Fund;  and  $25,579,000  to  be  derived  from  the  Black  Lung  Disability  Trust  Fund. 

7J       Reflects  $1,155,000  across-the-board  reduction;  and  a  reduction  of  $684,000  in  consultants  pursuant  to 
P.L.  102-394. 

8/       Includes  $326,000  in  FY  1993  to  be  derived  from  the  Employment  Security  Administration  account  in  the 
Unemployment  Trust  Fund;  and  $25,698,000  to  be  derived  from  the  Black  Lung  Disability  Trust  Fund. 

2/       Includes  $332,000  in  FY  1994  to  be  derived  from  the  Employment  Security  Administration  account  in  the 
Unemployment  Trust  Fund;  and  $24,384,000  to  be  derived  from  the  Black  Lung  Disability  Trust  Fund. 

10/     Includes  $328,000  in  FY  1995  to  be  derived  from  the  Employment  Security  Administration  account  in  the 
Unemployment  Trust  Fund;  and  $23,333,000  to  be  derived  from  the  Black  Lung  Disability  Trust  Fund. 

11/     Reflects  a  comparative  transfer  of  $1,978,000  and  17  FTE  to  the  Working  Capital  Fund,  Office  of  the  Chief 
Financial  Officer  for  consolidation  of  operating  costs  for  centralized  financial  system. 
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12/    Reflects  a  comparative  transfer  of  $120,000  and  2  FTE  to  the  Working  Capital  Fund,  National  Capital  Service 
Center  for  administrative  consolidation. 

13/    Reflects  a  comparative  transfer  from  the  Office  of  the  American  Workplace  to  Administration  and  Management, 
Secretary  for  Administration  and  Management,  $141,000  and  2  FTE;  and  $59,000  and  1  FTE  to  Civil  Rights. 

14/    Reflects  a  reduction  of  $976,000  pursuant  to  Executive  Order  12837;  and  a  reduction  of  $1,535,000  pursuant 
to  P.L  103-226. 

15/    Reflects  a  reduction  of  $327,000  for  awards,  and  a  reduction  of  $288,000  for  procurement  pursuant  to 
P.L.  103-333. 

16/     Reflects  a  reduction  of  $670,000  pursuant  to  P.L.  104-19. 

17/    Includes  $303,000  in  FY  1996  to  be  derived  from  the  Employment  Security  Administration  account  in  the 
Unemployment  Trust  Fund;  and  $19,621,000  to  be  derived  from  the  Black  Lung  Disability  Trust  Fund. 

18/    Includes  $303,000  in  FY  1997  to  be  derived  from  the  Employment  Security  Administration  account  in  the 
Unemployment  Trust  Fund;  and  $19,621,000  to  be  derived  from  the  Black  Lung  Disability  Trust  Fund. 
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DEPARTMENTAL  MANAGEMENT 
SALARIES  AND  EXPENSES 


JUSTIFICATION 
General  Statement 


The  primary  goal  of  the  Department  of  Labor  (DOL)  is  to  protect  and 
promote  the  interests  of  the  American  worker.   The  Departmental  Management 
salaries  and  expenses  appropriation  finances  staff  responsible  for  formulating 
and  overseeing  the  implementation  of  Departmental  policy  and  management 
activities  in  support  of  that  goal.   In  addition,  this  appropriation  includes 
a  variety  of  operating  programs  and  activities  that  are  not  involved  in 
Departmental  Management  functions,  but  for  which  other  salaries  and  expenses 
appropriations  are  not  suitable.   This  appropriation  also  represents  a 
consolidated  appropriation  account  for  smaller  operating  programs. 

The  Departmental  Management  salaries  and  expenses  appropriation  is 
composed  of  the  following  activities:   (1)  Program  Direction  and  Support; 
(2)  Legal  Services;  (3)  International  Labor  Affairs;  (4)  Administration  and 
Management;  (5)  Adjudication;  (6)  Promoting  Employment  of  People  with 
Disabilities,  which  provides  funds  for  the  President's  Committee  on  Employment 
of  People  with  Disabilities;  (7)  the  Women's  Bureau;   (8)  Civil  Rights;  and 
(9)  Chief  Financial  Officer.   These  nine  are  the  nine  (9)  activities 
traditionally  funded  through  this  appropriation. 

Of  the  nine  (9)  activities  listed  above,  two  represent  consolidations  of 
various  independent  organizations.   The  Program  Direction  and  Support  activity 
includes  the  following  organizations:  (1)  the  immediate  Office  of  the 
Secretary  and  the  Office  of  the  Deputy  Secretary;  (2)  the  Office  of  the  Chief 
Economist;  (3)  the  Office  of  the  Assistant  Secretary  for  Policy;  (4)  the 
Office  of  Congressional  and  Intergovernmental  Affairs;  (5)  the  Office  of 
Public  Affairs;  and  (7)  the  Office  of  Small  Business  and  Minority  Affairs. 
The  Adjudication  activity  includes  the  following  organizations:   (1)  the 
Office  of  Administrative  Law  Judges;  (2)  the  Benefits  Review  Board;  (3)  the 
Employees'  Compensation  Appeals  Board;  and  (4)  the  Administrative  Review 
Board. 

The  budget  request  for  fiscal  year  1997  totals  $166,158,000  and  provides 
for  a  total  of  1,625  full-time  equivalent  (FTE)  positions.   Included  in  the 
total  of  $166,158,000  is  $146,234,000  and  1,431  FTE  financed  from  Federal 
funds,  $19,621,000  and  191  FTE  financed  from  the  Black  Lung  Disability  Trust 
Fund  and  $303,000  and  3  FTE  financed  from  the  Unemployment  Trust  Fund.   The 
total  of  $166,158,000  includes  net  built-in  increases  in  the  combined  total  of 
$5,051,000.   Included  in  this  request  are  three  (3)  program  increases  in  the 
combined  total  of  $3,972,000  and  47  FTE.   These  program  increases  are  offset 
by  two  (2)  program  decreases  in  the  combined  total  of  $3,836,000  and  40  FTE. 
The  budget  request  for  fiscal  year  1997  reflects  a  net  increase  of  $5,187,000 
and  7  FTE  above  the  amount  provided  for  fiscal  year  1996. 
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As  outlined  above,  the  budget  request  for  the  Departmental  Management 
salaries  and  expenses  appropriation  for  fiscal  year  1997  includes  the 
following  three  (3)  program  increases  -- 

--in  the  Program  Direction  and  Support  activity,  $609,000  and  7  FTE  in 
support  of  the  Department's  compliance  assistance  initiative,  including  funds 
to  evaluate  the  effectiveness  of  existing  regulations  and  to  establish  uniform 
protocols  and  standards  for  electronic  storage  and  dissemination  of  regulatory- 
information; 

--in  the  Legal  Services  activity,  $2,040,000  and  23  FTE  to  support  the 
Department's  immigration  enforcement  initiative; 

--in  the  Legal  Services  activity,  $1,323,000  and  17  FTE  to  support  the 
Department's  pension  enforcement  initiative. 

The  program  increases  above  are  offset  in  part  by  the  following  two  (2) 
program  decreases  -- 

--  $1,725,000  and  40  FTE  to  reduce  FTE  in  compliance  with  P.L.  103-226; 
and 

--  $2,111,000  to  reduce  administrative  expenses  as  required  by  Executive 
Order  12837. 
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PROGRAM  DIRECTION  AND  SUPPORT 
($  In  Thousands) 

FY  1996                      FY  1997  Difference 

Appropriation                  Estimate  FY96/FY97 

FTE     Amount             FTE       Amount  FTE       Amount 

154     $18,641              161       $19,368  +7         +$727 


Introduction 

The  Program  Direction  and  Support  (PDS)  activity  includes  the  following 
organizations:   (1)  the  immediate  Office  of  the  Secretary;  (2)  the  Office  of 
the  Deputy  Secretary;  (3)  the  Office  of  the  Chief  Economist;  (4)  the  Office  of 
the  Assistant  Secretary  for  Policy;  (5)  the  Office  of  Congressional  and 
Intergovernmental  Affairs,  which  includes  the  Secretary's  Regional 
Representatives;  (6)  the  Office  of  Public  Affairs;  and  (7)  the  Office  of  Small 
Business  and  Minority  Affairs.   This  activity  provides  leadership  and 
direction  for  the  various  agencies  of  the  Department.   Other  responsibilities 
within  this  activity  include:  (1)  serving  as  the  primary  economic  advisor  to 
the  Secretary  of  Labor  and  providing  economic  analysis  of  special  topical 
initiatives  as  well  as  critical  general  issues;  (2)  overseeing  a  program  of 
analysis  and  general  research  on  issues  affecting  the  American  workforce; 
(3)  evaluating  the  effectiveness  of  Departmental  programs;  (4)  coordinating 
the  Department's  workplace  substance  abuse  control  program;  (5)  serving  as  the 
principal  representative  on  the  Department's  legislative  program; 

(6)  coordinating  legislative  proposals  with  staffs  of  other  Federal  agencies; 

(7)  maintaining  a  program  of  public  information  and  communications  to  inform 
the  public  of  the  services  and  protection  afforded  by  Departmental  agencies ; 
and  (8)  monitoring  procurement  actions  to  ensure  that  small  and  disadvantaged 
businesses  are  provided  maximum  opportunities  to  participate  in  Departmental 
contracting  activities  for  supplies  and  services. 

The  immediate  Office  of  the  Secretary,  in  working  to  accomplish  the  major 
objectives  of  the  Department,  sets  policy  and  provides  direction  for  all 
agencies  of  the  Department  and  maintains  both  a  national  and  international 
presence  for  the  Federal  government  on  Departmental  programs  and  labor-related 
issues.   The  Office  of  the  Secretary  is  responsible  for  managing  the 
Department  and  reviewing  priorities,  and  assists  the  Secretary  in  his 
functions  as  a  cabinet  officer.   The  Office  of  the  Deputy  Secretary  oversees 
the  day-to-day  management  of  the  Department  and  carries  out  the  Secretary's 
goals  and  objectives. 

The  Office  of  the  Assistant  Secretary  for  Policy  (ASP)  provides  the 
Secretary  with  analytical  support  on  economic  policy  issues;  assists  the 
Secretary,  Deputy  Secretary  and  the  Departmental  agencies  in  the  design  and 
evaluation  of  Departmental  programs  by  providing  direction  of  analytic  support 
and  research;  and  conducts  or  oversees  the  performance  of  research  in  areas  of 
special  interest  to  the  President  and  the  Secretary.   ASP  is  organized 
primarily  along  functional  lines.   Its  staff  resources  provide  the  Secretary 
of  Labor  with  a  broad  array  of  technical,  economic  and  analytical  support  on 
issues  relating  to  the  American  workforce.   ASP  also  oversees  the  Department's 
workplace  substance  abuse  control  program. 
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The  Office  of  the  Chief  Economist  serves  as  the  primary  economic  advisor 
to  the  Secretary  of  Labor  and  provides  economic  analysis  of  special  topical 
initiatives  as  well  as  critical  general  issues.   Staff  in  this  office 
represent  the  Secretary  in  high  level  and  sensitive  dealings  bearing  on 
current  economic  problems,  initiatives  and  proposals  under  consideration  by 
the  Administration,  the  Congress,  the  National  Economic  Council,  the  Council 
of  Economic  Advisors  and  the  Office  of  Management  and  Budget. 

The  Office  of  Congressional  and  Intergovernmental  Affairs  (OCIA)  serves 
as  the  principal  representative  for  the  Secretary  on  the  Labor  Department's 
legislative  program,  and  as  the  principal  liaison  with  State  and  local  elected 
officials.   OCIA  has  the  responsibility  to  maintain  good  relations  with 
members  of  the  Congress  of  the  United  States  and  their  staffs,  with  Governors 
and  other  State  and  local  officials,  and  with  numerous  special  interest 
groups.   OCIA  is  responsible  for  keeping  the  Congress  and  its  staff  well 
informed  on  the  views  of  both  the  President  and  the  Secretary  of  Labor 
concerning  pending  legislation  involving  the  Department.   OCIA  monitors 
inquiries  from  Members  of  Congress  on  behalf  of  their  constituents  and 
coordinates  responses  in  a  timely  manner. 

The  Office  of  Public  Affairs  (OPA)  provides  leadership,  oversight,  advice 
and  support  to  the  Secretary  and  all  Departmental  components  on  developing  and 
implementing  an  effective  and  economical  public  affairs  program.   Its  program 
activities  encompass  all  Departmental  laws,  policies,  agencies  and 
responsibilities.   OPA  is  the  sole  source  of  support  for  regional  public 
affairs  activities  and  audio-visual  support  services.   OPA  is  the  Department's 
central  dissemination  point  for  news  releases  and  other  informational 
materials,  and  is  the  Department's  central  coordination  point  for  all  consumer 
affairs  activities.   OPA  is  also  responsible  for  providing  the  Secretary  of 
Labor  with  scheduling,  briefing,  advance  and  speech-writing  services. 

The  Office  of  Small  Business  and  Minority  Affairs  (OSBMA)  is  responsible 
for  the  preparation  of  policies,  procedures  and  guidelines  which  implement  the 
following  programs:   (1)  Small  Business;  (2)  Small  Business,  8(a);  (3)  Small 
Disadvantaged  Business;  (4)  Women-owned  and  Controlled  Small  Business; 
(5)  Labor  Surplus  Set-asides;  (6)  Subcontracting  by  Prime  Contractors ; 
(7)  Historically  Black  Colleges  and  Universities;  and  (8)  Minority  Banking. 
In  the  areas  above,  OSBMA  is  responsible  for  the  approval  of  all  Departmental 
contract  plans,  oversight  reviews  of  national  and  field  procurement  offices, 
statistical  reporting,  training  and  outreach.   OSBMA  handles  the  labor  surplus 
area  program;  prepares  source  listings  for  contracting  officers  and  vendors; 
serves  as  a  point  of  contact  for  the  receipt  of  bidders'  mailing  lists;  and 
handles  administrative  functions,  including  the  preparation  of  publications 
for  small  business  owners.   OSBMA  is  the  central  office  within  the  Department 
which  advocates  the  use  of  small  and  disadvantaged  businesses  by  Departmental 
agencies.   OSBMA  serves  as  a  clearinghouse  for  information  on  DOL  resource 
requirements,  and  on  what  requirements  can  and  should  be  met  by  small  and 
disadvantaged  businesses.   OSBMA  monitors  Departmental  contracting  policies 
and  practices  to  ensure  that  the  Department  complies  with  Federal  laws  and 
orders  in  this  area,  and  that  Departmental  targets  are  met. 
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Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 

Funding         FTE 

FY  1992  1/ $20,221,000  180 

FY  1993  1/ $19,061,000  156 

FY  1994  1/ $19,751,000  175 

FY  1995 $20,934,000  173 

FY  1996 $18,641,000  154 

1/   FY  1992  and  FY  1993  are  comparable  to  the  FY  1997  request,  excluding 
resources  provided  for  the  Office  of  Administrative  Appeals;  and  FY  1992, 
FY  1993  and  FY  1994  are  comparable  to  the  FY  1997  request,  excluding  a 
comparative  transfer  of  two  (2)  FTE  to  the  Working  Capital  Fund  to 
consolidate  administrative  support  for  the  Office  of  the  Assistant 
Secretary  for  Policy. 

fy  3,997  pudqet  Roquet 

The  FY  1997  budget  request  for  $19,368,000  and  161  FTE  reflects  a  net 
increase  of  $727,000  and  7  FTE  above  the  levels  provided  for  FY  1996.   This 
request  includes  built-in  changes  in  the  combined  amount  of  $524,000.   One 
program  increase  is  included  in  this  request:  $609,000  and  7  FTE  for  the 
Office  of  the  Assistant  Secretary  for  Policy  to  support  the  Department's 
compliance  assistance  initiative  and  to  develop  new  strategies  for  enforcing 
the  laws  that  protect  America's  workforce.   This  program  increase  is  partially 
offset  by  a  program  decrease  of  $406,000  to  reduce  administrative  expenses  as 
required  by  Executive  Order  12837. 

The  Secretary  of  Labor  has  laid  out  several  initiatives  for  the 
Department  which  will  be  coordinated  within  the  Program  Direction  and  Support 
activity.   These  initiatives  recognize  that  there  is  an  increasing  demand  for 
policies  aimed  at  developing  our  human  capital  and  easing  the  transition  of 
workers  from  job  to  job.   These  initiatives  are  grouped  around  the  six  major 
themes  listed  below: 

1)  Easing  the  transition  from  job    to   job   by  providing  reemployment  services 
to  an  estimated  645,800  dislocated  workers;  by  funding  a  demonstration  on 
State-based  loan  guarantee  programs  for  employer -sponsored  training  of 
incumbent  workers;  and  by  transforming  a  fragmented  array  of  employment  and 
training  programs  into  an  integrated  service  delivery  system  for  job-seekers 
and  employers  in  the  Department's  One-Stop  initiative. 

2)  Enhancing  pension   security   by  providing  more  individualized  technical 
assistance  and  education  to  pension  plan  participants  and  beneficiaries  who 
are  experiencing  problems  in  obtaining  the  benefits  to  which  they  are 
entitled;  and  by  completing  the  design  and  development  of  the  Electronic 
Filing  Initiative  recommended  by  the  Vice-President  in  the  Report  on  the 
National  Performance  Review. 

3)  Enhancing  worker  protection   by  continuing  the  multi-year  initiative  to 
stem  the  flow  of  illegal  aliens  into  the  United  States  thereby  reducing  the 
economic  incentive  to  hire  illegal  workers  through  targeted  enforcement  of 
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existing  labor  standards  in  the  workplace;  by  implementing  a  Fair  Enforcement 
Strategy  and  a  comprehensive  technical  assistance  strategy  designed  to  promote 
compliance  with  the  affirmative  action  requirements  of  Executive  Order  11246; 
by  implementing  OSHA's  Partnership  Initiative  and  the  Common  Sense  Regulation 
program  that  would  develop  safety  and  health  standards  that  make  sense  to  the 
public;  and  improving  the  integrity  and  accuracy  of  prevailing  wage  and  fringe 
benefits  determinations  under  the  Davis-Bacon  and  related  Acts. 

4)  Assisting  with  the  tools  to  succeed  by  implementing  a  variety  of 
initiatives  that  provide  training,  education  and  skill  development  for 
American's  youth  as  they  prepare  for  work  and  adults  as  they  develop  or 
upgrade  their  skills  to  compete  in  the  global  economy.   These  include 
providing  Job  Corps  services  to  68,300  severely  disadvantaged  young  people  at 
119  centers;  the  Summer  Youth  Employment  and  Training  Program  which  would 
support  an  estimated  574,000  participants;  Youth  Training  Grants  which  would 
provide  assistance  to  75,900  participants;  the  School -to-Work  Program, 
administered  jointly  with  the  Department  of  Education,  which  links  education 
and  employment  through  competitive  grants  to  States  and  communities; 
Opportunity  Zones  for  Out-of -School  Youth  to  address  the  special  problems  of 
an  estimated  50,000  out-of -school  youth  in  15  to  20  high-poverty  urban  and 
rural  communities;  the  new  Jobs  for  Residents  initiative  which  will  utilize 
community  empowerment  networks  to  help  unemployed  adults  and  youth  find  jobs 
within  the  labor  market  area;  and  Adult  Training  Grants   which  would  assist  an 
estimated  414,500  economically  disadvantaged  adults. 

5)  Improving   economic    indicators    continuing  the  revision  of  the  Consumer 
Price  Index,  the  principal  source  of  information  concerning  trends  in  consumer 
prices  and  inflation  in  the  United  States;  and  the  revision  of  the  Standard 
Industrial  Classification  system. 

6)  Making    work   pay   by  expanding  the  full  Earned  Income  Tax  Credit  which  cuts 
taxes  for  hard-working  families  and  keeps  2.1  million  families  out  of  poverty 
and  increasing  the  minimum  wage  from  $4.25  and  hour  to  $5.15  which  would  raise 
the  wages  of  10  million  workers. 

The  request  for  $609,000  in  the  Program  Direction  and  Support  activity  is 
tied  specifically  to  the  Department's  compliance  assistance  initiative, 
developed  as  a  way  to  help  employers  proactively  support  and  protect  their 
workers'  rights,  safety  and  health.   This  program  increase  will  fund  an 
evaluation  of  the  effectiveness  of  the  Department's  existing  regulations  and 
the  creation  of  uniform  protocols  and  standards  for  the  electronic  storage  and 
dissemination  of  regulatory  information. 

In  addition  to  these  special  initiatives,  the  components  of  this  activity 
will  have  the  resources  for  the  following  activities: 

--  continuing  farmworker  surveys  at  a  funding  level  of  $655,000; 

--  continuing  the  Department's  workplace  substance  abuse  control  program  with 
$380,000  to  fund  the  following  initiatives:  (1)  to  research  the  impact  of 
workplace  substance  abuse  on  safety,  health  and  productivity;  (2)  collect 
information  and  data  about  the  scope  and  impact  of  substance  abuse  on 
workplace  and  "what  works"  in  different  workplace  environments;  (3)  to 
disseminate  information  about  workplace  substance  abuse  to  employers,  workers 
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and  groups  that  work  with  them;  and  (4)  to  provide  assistance  to  intermediary 
groups  to  promote  the  development  and  implementation  of  effective  workplace 
substance  abuse  programs; 

--  conducting  economic  appraisals  of  new  initiatives  under  consideration  and 
providing  direct  advice  to  the  Secretary;  carrying  out  ad  hoc  analysis  on 
economic  issues;  conducting  studies  and  evaluations  of  more  general  economic 
issues  which  involve  one  or  more  Federal  agencies;  and  monitoring  and 
evaluating  new  events  and  emerging  economic  and  international  and  national 
labor  market  trends  and  events; 

--  working  closely  with  members  of  Congress,  Congressional  committees  and  the 
White  House  liaison  staff  on  programs  and  issues  affecting  the  labor 
community; 

--  providing  Departmental  programs  with  an  effective  communications  program, 
including  oversight,  planning  and  implementation  of  public  affairs  activities 
designed  to  increase  public  awareness  and  understanding  of  workforce  issues; 
gathering,  analyzing  and  providing  briefing  information  to  the  Secretary  and 
other  Departmental  officials  on  national  and  regional  workforce  issues;  and 
working  with  Departmental  agencies  to  enhance  public  awareness  of  changes  in 
DOL  enforcement  programs;  and 

--  providing  assistance  to  small  business  firms  experiencing  problems  in 
obtaining  prompt  payment  of  invoices  and  in  complying  with  the  requirements  of 
Public  Law  100-656,  which  requires  the  preparation  and  distribution  of 
Department -wide  annual  forecasts  of  procurement  requirements,  monitoring 
annual  contract  goals,  and  assuring  that  recommendations  are  provided  to 
contracting  officers  on  whether  contract  requirements  should  be  awarded  to 
8 (a)  firms . 


FY  1996 

In  FY  1996,  the  Program  Direction  and  Support  activity  is  funded  to  a 
level  of  $18,641,000  and  154  FTE .   The  Secretary  has  set  specific  goals  for 
the  Department  which  are  coordinated  within  this  activity.   These  goals 
concentrate  on  the  following  areas: 

1)  First  Jobs:       Opportunities    from    the   Beginning    --  Under  the  leadership 
of  the  Secretary  and  the  offices  in  this  activity,  the  Department  is  working 
to  place  into  jobs  at  least  65%  of  low-income  adults  trained  in  Employment  and 
Training  Administration  (ETA)  programs;  to  form  School- to-Work  local 
partnerships  in  27  states;  to  place  into  jobs  or  higher  training  at  least  67% 
of  all  Job  Corps  graduates;  to  increase  registered  apprenticeships  nationwide 
to  approximately  360,000,  including  over  one-fourth  minorities  and  nearly  10% 
women;  and  to  add  to  knowledge  of  what  works  by  supplementing  the  Current 
Population  Survey  to  include  information  on  dislocated  workers  and 
occupational  tenure. 

2)  New  Jobs:      Help  American   Workers    Prepare   for    the   Global    Economy    --  The 
Program  Direction  and  Support  activity  also  helps  the  Secretary  coordinate  the 
Department's  efforts  to  help  American  workers  prepare  for  success  in  a  global 
economy.   To  do  this,  the  Department  is  working  to  open  50  local  One-Stop 
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Career  Centers  and  implement  16  statewide  systems;  to  ensure  that  at  least  75% 
of  ETA-trained  laid-off  adult  workers  will  be  employed  in  full-time  jobs,  and 
within  a  year,  at  least  75%  of  them  will  earn  wages  equal  to  or  better  than 
their  previous  jobs;  to  ensure  that  at  least  87%  of  first  unemployment 
insurance  payments  are  made  within  21  days;  to  provide  listing  of  at  least 
400,000  current  job  vacancies  on  the  Internet  through  America's  Job  Bank;  to 
work  for  better  implementation  of  international  labor  standards;  and  to 
coordinate  international  labor  market  policies  through  the  G-7  Jobs  Conference 
and  other  initiatives. 

3)  Better  Jobs:    Block    the   Low  Road   and   Pave    the   High   Road    --    Through  the 
Program  Direction  and  Support  activity  the  Secretary  is  leading  a  number  of 
enforcement  initiatives  that  encourage  business  to  take  a  proactive  approach 
to  protecting  their  workers.   Some  of  these  initiatives  include  expanding  the 
Occupational  Safety  and  Health  Administration  (OSHA)  Maine  200  program 
concept,  focusing  on  proactive  measures  aimed  at  the  most  hazardous 
workplaces;  expanding  to  three  or  four  industries  the  use  of  Limited-Scope 
Focused  OSHA  inspections  for  employers  with  effective  safety  and  health 
programs;  making  OSHA  regulations  and  interpretations  more  user- friendly; 
increasing  wage  and  hour  compliance  by  5%  in  targeted  low-wage  industries; 
reducing  by  5%  the  inventory  of  federal  contract  compliance  complaint  cases 
and  compliance  reviews;  insuring  no  increase  in  the  rate  of  mining  fatalities, 
non-fatal  lost-time  mining  injuries,  and  fatalities  at  small  underground 
mines;  using  "early  warning"  systems  to  monitor  corporate  transactions  to 
assure  protection  of  pension  benefits;  establishing  the  "Fair  Pay 
Clearinghouse"  on  available  resources  and  best  practices  related  to  key 
women's  workforce  issues;  providing  transition  assistance  to  a  projected 
164,000  discharged  service  members;  and  increasing  awareness  of  international 
child  labor  in  products  exported  to  the  United  States. 

4)  Reinvent  DOL:    Help   Create   First,    New  and   Better   Jobs    --  Finally,  the 
Program  Direction  and  Support  activity  helps  the  Secretary  lead  the 
Department's  efforts  to  reinvent  itself.   Reinvention  efforts  underway  this 
year  include  reengineering  major  processing  functions  such  as  payroll,  travel 
processing,  procurement  and  commercial  bill  payment;  transforming  the 
Department  into  a  high  performance  workplace;  reducing  the  average  amount  of 
time  spend  on  preliminary  pension  investigations  by  10%;  improving  the  quality 
of  data  including  the  continuation  of  a  redesign  of  the  Consumer  Price  Index 
(CPI) ;  improving  accessibility  and  usability  of  labor  market  data  through 
customer  service  and  reengineering  initiatives;  saving  $5.8  million  by 
continuing  reviews  of  FECA  benefits;  and  increasing  diversity  at  the 
Department  of  Labor. 

In  addition  to  pursuing  the  goals  above  and  carrying  out  the  ongoing 
responsibilities  of  the  organizations  funded  through  this  activity,  the 
following  major  initiatives  are  also  underway: 

the  farmworker  surveys  are  being  continued  at  a  funding  level  of 
approximately  $655,000;  and 

the  Department's  workplace  substance  abuse  control  program  is  being 
continued  at  a  funding  level  of  approximately  $640,000.   These  funds  support 
the  following  purposes:  (1)  to  research  the  impact  of  workplace  substance 
abuse  on  safety,  health  and  productivity;  (2)  to  collect  information  and  data 
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about  the  scop*  and  impact  of  substance  abuse  on  tha  workplace  and  ''what 
works"  in  different  workplace  environments;  (3)  to  disseminate  information 
about  workplace  substance  abuse  to  employers,  workers  and  groups  that  work 
with  them;  and  (4)  to  provide  assistance  to  intermediary  groups  to  promote  the 
development  and  implementation  of  effective  workplace  substance  abuse 
programs . 

FY  1995 

In  FY  1995,  $20,934,000  and  166  FTK  were  appropriated  for  this  activity. 
The  Secretary  set  specific  goals  for  the  Department  which  were  coordinated 
within  this  activity  in  the  following  areas: 

1)  First   Jobs:    Improve   Opportunities  for  Good  Jobs    --    Under  the 
leadership  of  the  Secretary  and  the  offices  in  this  activity,  the  Department 
has  made  a  significant  contribution  in  1995  to  improving  opportunities  for 
Americans  to  get  good  jobs.   The  Department  awarded  School -to-Work  grants  in 
27  States;  provided  summer  employment  to  nearly  half  a  million  economically 
disadvantaged  youth;  served  419,829  Americans  in  registered  apprenticeship 
programs;  and  plans  to  assist  economically  disadvantaged  youth  through  the 
provision  of  59,400  Job  Corps  and  129,800  JTPA  Youth  Training  Grant 
opportunities . 

2)  New  Jobs:    Base   the   Transition   for  American  Workers   from  Job   to  Job   -- 
The  Program  Direction  and  Support  activity  also  helped  the  Secretary 
coordinate  efforts  to  ease  the  transition  of  workers  from  job  to  job.   As  a 
result,  the  Department  awarded  One  Stop  Career  Center  implementation  grants  in 
16  States;  and  plans  were  underway  to  provide  reemployment  services  to  639,800 
dislocated  workers,  and  employment  and  training  assistance  to  435,800 
economically  disadvantaged  adults.   In  addition,  initial  unemployment  claim 
filings  was  in  the  process  of  being  streamlined  in  4  States;  America's  Job 
Bank  database  was  implemented  on  the  Internet;  worker  profiling  early 
intervention  systems  were  implemented  in  32  States;  and  G-7  labor  market 
policy  coordination  programs  were  implemented  with  Canada,  Germany,  and  Japan. 

3)   Better  Jobs:      Effective  Enforcement   in  American   Workplaces   and 
Promote  High- Performance  American  Workplaces    --  In  FY  1995,  the  Secretary  and 
his  office  helped  coordinate  efforts  to  improve  enforcement  and  promote  high 
performance  workplaces  so  that  Americans  could  have  better  jobs.   With  this 
leadership,  the  Department  conducted  47  "glass  ceiling"  reviews  in  Fortune 
1000  companies;  focused  compliance  assistance  on  incentive  and  cooperative 
programs  with  a  corporate  strategy  for  the  construction  industry;  issued  "how 
to"  guides  for  officer  election  to  assist  38,000  unions,  participated  in  over 
30  cases  in  a  newly  created  program  to  target  cases  involving  health  care 
promises  to  employees;  implemented  the  Retirement  Protection  Act  of  1994  with 
proposed  and  final  regulations  and  other  guidance;  increased  pension  benefit 
recoveries  by  16%;  lowered  pension  under funding  through  legal  reforms  and 
"early  warning"  program;  launched,  with  the  private  sector,  national 
retirement  savings  education  campaign;  implemented  programs  to  encourage 
compliance  with  ERISA  reporting  in  exchange  for  reduced  penalties;  published 
final  Family  and  Medical  Leave  Act  regulations;  worked  toward  international 
adherence  to  labor  standards;  issued  a  second  Congressional ly -mandated  study 
on  child  labor;  completed  designs  for  CPI  geographic  samples  and  publication 
structure;  provided  training  and  implementation  assistance  for  the  Uniformed 
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Services  Employment  and  Reemployment  Rights  Act  of  1994;  and  reduced  the 
unemployment  rate  among  veterans  from  4.2%  to  3.4%. 

4)   Reinventing  the  Department  of  Labor    --  Finally,  the  Program  Direction 
and  Support  activity  helped  the  Secretary  guide  the  Department's  efforts  to 
reinvent  itself.   As  a  result,  the  Department  reengineered  several  core 
processes;  developed  customer  service  standards  in  all  major  agencies; 
increased  representation  of  women  in  management  positions  to  31.9%  and 
maintained  minority  representation  in  management  at  20%;  increased  Hispanic 
representation  to  6%  and  increased  the  representation  of  persons  with  targeted 
disabilities  to  1.2%;  reduced  actual  FTE  usage  by  7.8%  since  FY  1992  and 
decreased  headquarters  positions  by  222  as  part  of  a  five-year  staffing 
reduction  plan;  saved  $10.2  million  in  FECA  benefit  payments;  and  implemented 
Memoranda  of  Understanding  with  Historically  Black  Colleges  and  Universities 
and  Hispanic  Association  of  Colleges  and  Universities  to  promote  diversity  in 
the  Department's  workforce. 

In  addition  to  accomplishing  the  goals  above  and  carrying  out  the  on- 
going responsibilities  of  the  organizations  funded  through  this  activity,  at 
this  level  the  major  activities  listed  below  were  also  accomplished: 

--The  farmworker  surveys  were  continued  at  a  funding  level  of  approximately 
$755,000,  and 

--The  Department's  workplace  substance  abuse  control  program  continued  at  a 
funding  level  of  $1,284,000  and  included  money  to  fund  the  following  purposes: 
(1)  the  operation  of  the  Substance  Abuse  Information  Database  (SAID),  the 
expansion  of  records  and,  as  needed,  system  functionality;  (2)  the 
continuation  of  the  information  awareness  campaign  with  expansion  of  the 
audience  to  additional  trade  associations  and  coalitions;  (3)  the  support  of 
additional  joint  DOL/labor  union  education  and  awareness  initiatives;  and  (3) 
the  aid  of  technical  assistance  to  small  business  substance  abuse  coalitions 
to  support  their  activities. 
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Activity  Chang—: 


Chang—  in  1997 
($  in  Thousands) 


Built-in: 

Annualization  of  locality  and  general  pay  increase  in  1996 $77 

Pay  raise  effective  in  January  1997 283 

Travel  and  transportation  of  persons 44 

6SA  space  rental  charge 57 

Communications,  utilities  and  miscellaneous  charges 8 

Printing  and  reproduction 4 

Advisory  and  assistance  services 35 

Other  services 13 

Purchases  of  goods  and  services  from  Government  accounts 

(Working  Capital  Fund) 33 

Operation  and  Maintenance  of  Equipment 3 

Supplies  and  materials 8 

Equipment 2 

Federal  Employees '  Compensation  Act  (FECA) -43 

Total  Built-in +$524 

Net  Program +$203 

Direct  FTB 7 


Program  Direction  and  Support 

Proposal:   To  provide  $609,000  and  7  FTE  in  support  of  the  Department's 
compliance  assistance  initiative.  Of  this  amount,  $434,000  and  5  FTE  would  be 
used  to  create  a  team  of  experienced,  front-line  enforcement  professionals  to 
evaluate  existing  regulations,  concentrating  on  how  they  have  affected 
businesses  and  workers  and  on  how  DOL's  current  enforcement  strategies  are 
working.   In  addition,  $175,000  and  2  FTE  would  support  a  team  which  would 
develop  uniform  protocols  and  standards  for  regulatory  information  to  be 
stored  and  transmitted  in  electronic  form  and  also  create  and  maintain  the 
electronic  database  from  which  the  public  could  access  directly  the 
Department's  regulatory  information. 

Rationale :   The  Department  of  Labor  administers  and  enforces  more  than  180 
federal  laws  that  protect  the  rights,  health  and  safety  of  the  American 
worker.   Myriad  regulations  tell  employers  how  to  comply  with  these  laws,  but 
more  can  be  done  to  help  businesses  act  proactively  in  support  of  their 
workers'  rights.   In  addition,  little  work  has  been  done  to  determine  if  these 
regulations  are  effective.   As  a  part  of  the  Department's  compliance 
assistance  initiative,  DOL  will  review  its  approach  to  compliance  with  its 
programs  and  will  change  its  enforcement  strategy  by  (1)  reinventing  and 
restructuring  enforcement  programs  to  overcome  the  enforcement  gap  that 
currently  exists;  (2)  financing  new  areas  of  responsibility;  and  (3)  using 
alternative  enforcement  approaches  to  accomplish  its  objectives.   This  request 
for  $609,000  is  linked  directly  to  the  three  objectives  outlined  above. 

Program  Effects:   As  outlined  above,  there  are  two  elements  to  this  request. 
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1)  The  request  for  $434,000  and  5  FTE  would  be  used  to  create  a  team  of 
experienced,  front-line  enforcement  professionals  to  evaluate  the 
effectiveness  and  costs  of  existing  regulations.   Analysis  needs  to  be  done  on 
how  existing  regulations  have  affected  businesses  and  workers,  and  on  whether 
DOL's  implementation  strategies  are  working.   To  evaluate  the  effectiveness  of 
their  enforcement  programs,  DOL  agencies  need  a  better,  more  comprehensive 
understanding  of  the  extent  to  which  businesses  are  complying  with 
regulations,  the  real  cost  of  compliance,  how  knowledgeable  workers  are  on 
their  rights,  and  the  new  technologies  available  that  could  provide 
alternative  means  of  compliance. 

2)  The  request  for  $175,000  and  2  FTE  would  support  a  team  which  would 
develop  uniform  protocols  and  standards  for  regulatory  information  to  be 
stored  and  transmitted  to  the  public  in  electronic  form.   Standardization  of 
information  on  DOL  regulations  is  becoming  increasingly  necessary,  not  only 
for  storing  information,  but  also  for  disseminating  the  information  to  the 
public  and  within  the  Department.   Providing  regulatory  information  to  the 
public  is  a  major  component  of  the  Secretary's  compliance  assistance 
initiative,  so  it  is  vital  that  the  Department  establish  common  information 
protocols  and  "user  friendly"  information  dissemination  systems.   These  funds 
will  be  used  to  determine  how  the  storage  and  distribution  of  such  regulatory 
information  can  be  integrated  into  the  Department's  comprehensive  compliance 
assistance  program,  and  to  create  an  electronic  "DOL  Regulation  Bulletin 
Board"  for  releasing  regulatory  information  within  DOL  and  to  its  enforcement 
"clients" . 


Base: 

FTB:  154  Estimate:   $19.165.000 

Program  Increase: 

FTE:  +7  Estimate:      +S609.000 


Proposal :   To  provide  a  decrease  of  $406,000  in  administrative  support 


activities  --a  reduction  of  $57,000  in  rental  payments  to  GSA,  a  reduction  of 
$8,000  in  communications,  utilities  and  miscellaneous,  a  reduction  of  $4,000 
in  printing  and  reproduction,  a  reduction  of  $295,000  in  advisory  and 
assistance  services,  a  reduction  of  $13,000  in  other  services,  a  reduction  of 
$16,000  in  the  purchase  of  goods  and  services  from  other  government  agencies, 
a  reduction  of  $3,000  in  the  operation  and  maintenance  of  equipment,  a 
reduction  of  $8,000  in  supplies  and  materials,  and  a  reduction  of  $2,000  in 
equipment . 

Rationale:   This  reduction  is  proposed  to  reduce  administrative  services  as 
required  by  Executive  Order  12837. 

pfT"Trflrc  Effects:   This  reduction  will  be  implemented  through  streamlining 
efforts,  including  the  consolidation  of  space  allocations  for  components  of 
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this  activity,  and  the  decreased  reliance  upon  contract  support  services  for 
the  Department's  workplace  substance  abuse  control  program  and  the  farmworker 
surveys . 

Base: 

FTB:  154  Estimate:   $19.165.000 

Program  Decrease: 

FTB:  Estimate:     -S406.000 
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LEGAL  SERVICES 
(S  In  Thousands) 


FY  1996                     FY  1997  Difference 

Appropriation  Estimate FY96/FY97 

FTE      Amount  FTE      Amount  FTE      Amount 

698      $64,290  711      $67,728  +13      +$3,438 

Introduction 

This  activity  funds  the  staff  for  the  Office  of  the  Solicitor  (SOL) .   SOL 
is  responsible  for  providing  the  Secretary  of  Labor  and  Departmental  officials 
with  the  legal  services  required  to  accomplish  the  mission  of  the  Department 
and  the  priority  goals  established  by  the  Secretary.   SOL  supports  enforcement 
and  promotes  voluntary  compliance  with  Departmental  programs.   SOL 
independently  litigates  cases  in  the  Federal  courts  and  before  the  Office  of 
Administrative  Law  Judges  (OALJ) ,  independent  commissions  and  administrative 
appellate  tribunals  and  serves  as  co-counsel  to  the  Justice  Department  in  DOL- 
related  litigation  in  the  U.S.  District  Courts,  Courts  of  Appeals,  and  the 
Supreme  Court.   SOL  settles  the  vast  majority  of  the  litigation  matters  that 
are  referred  and,  for  those  matters  which  go  to  trial,  SOL  has  a  record  of 
generally  winning  a  substantial  portion  of  those  cases.   SOL  supports 
regulatory  reform  through  the  review  of  rules,  and,  as  requested,  provides 
assistance  in  the  preparation  of  notices  and  regulations.   SOL  provides  oral 
and  written  interpretations  and  opinions  to  the  client  agencies  and  the 
general  public  concerning  the  statutes  which  the  Department  enforces.   SOL 
also  coordinates  the  Department's  legislative  program. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 


FY  1992 

FY  1993 

FY  1994 

FY  1995 

FY  1996 

SOL  allocates  its  resources  among  the  various  DOL  programs,  in  large 
part,  based  on  the  resources  provided  to  the  program  agencies  and  in  accord 
with  Secretarial  priorities.   To  the  extent  that  changes  are  made  to  resource 
levels  for  DOL  agency  programs,  the  corresponding  SOL  resources  could  require 
adjustment.   For  example,  if  additional  FTE  are  provided  to  the  Wage  and  Hour 
Division  to  investigate  complaints,  SOL  would  realign  or  request  additional 
FTE  and  funds  to  litigate  the  cases  and  to  render  other  legal  services  that 
would  be  associated  with  or  result  from  the  additional  investigations. 
Similarly,  reductions  in  agency  enforcement  programs  may  reduce  the  need  for 
related  SOL  services  and  allow  SOL  to  realign  resources  to  other  program  areas 
or  reduce  staff,  as  appropriate. 

FY  1997  Budget  Request 

SOL's  FY  1997  budget  request  is  for  $67,728,000  and  711  FTE.   Of  these 
amounts,  $61,510,000  and  650  FTE  are  derived  from  the  general  funds, 
$5,915,000  and  58  FTE  are  derived  from  the  Black  Lung  Disability  Trust  Fund 
(BLDTF) ,  and  $303,000  and  3  FTE  are  derived  from  the  Unemployment  Insurance 
Trust  Fund.   The  FY  1997  request  represents  a  net  increase  of  $3,438,000  and 
13  FTE  above  the  amounts  provided  in  FY  1996.   Built-in  increases  total 
$1,874,000,  of  which  $1,517,000  is  in  the  area  of  personnel  compensation  and 
benefits,  while  $357,000  is  in  non-personnel  areas.   Program  increases  total 
$3,363,000  and  40  FTE,  as  follows:  (1)  23  FTE  and  $2,040,000  to  support  the 


Fundina 

EIE 

$63,867,000 

786 

$64,855,000 

756 

$65,747,000 

731 

$70, 046, 000 

716 

$64,290, 000 

698 

24-955  96-38 
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Department's  immigration  initiative;  and  (2)  17  FTE  and  $1,323,000  for  the 
PWBA  401 (k)  initiative.   The  request  includes  one  built-in  decrease  of 
$113,000  to  reflect  a  reduction  in  Federal  Employees'  Compensation  Act 
charges.   Program  decreases  total  $1,686,000  and  27  FTE  as  follows:  (1) 
$725,000  to  reduce  administrative  expenses  pursuant  to  Executive  Order  12837; 
and  (2)  $961,000  and  27  FTE  to  comply  with  the  reduction  in  FTE  required  by 
P.L.  1C-226.   The  reduction  of  the  27  FTE  is  distributed  as  follows:  MSHA  (2 
FTE);  Wage  and  Hour  (3  FTE);  PWBA  (2  FTE);  OSHA  (4  FTE);  OFCCP  (2  FTE);  Black 
Lung  (1  FTE);  Longshore  (2  FTE);  FECA  (2  FTE);  FTCA  (1  FTE);  ETA  (2  FTE); 
Legislation  and  Special  Projects  (1  FTE) ;  Ethics  (1  FTE) ;  Administrative  Law 
(1  FTE);  OLMS/ILAB  (2  FTE);  and  SASCL  (1  FTE). 

The  following  table  summarizes  SOL ' s  workload  levels  for  FY  1995,  FY 
1996,  and  FY  1997  in  three  major  areas:  (1)  Litigation,  (2)  Opinions  and 
Advice,  and  (3)  Regulations  and  Standards. 


Litigation  Workload 
Cases  pending  10/1 
Cases  received 
Cases  participated  in 
Cases  concluded 
Cases  pending  9/3  0 

Opinions  and  Advice 
Pending  10/1 
Received 
Concluded 
Pending  9/30 

Regulations  and  Standards 
Pending  10/1 
Received 
Concluded 
Pending  9/3  0 

Enforcement  Programs 

SOL  will  continue  to  devote  a  substantial  proportion  of  its  FTE  to  the 
major  DOL  enforcement  programs,  PWBA,  Wage  and  Hour,  MSHA,  OSHA  and  OFCCP.   To 
support  the  Secretary's  goals,  SOL  will  enforce  labor  laws  before 
administrative  bodies  and  the  Federal  courts,  focusing  on  recurrent  and 
egregious  violators.   Approval  of  SOL's  two  program  increases  in  tandem  with 
Wage  and  Hour  and  PWBA  will  result  in  SOL  having  sufficient  staff  to  provide 
the  necessary  legal  services  in  support  of  these  initiatives. 

PWBA  (90  FTE) 

The  enforcement  initiatives  begun  in  FY  1995  have  continued  into  FY  1996 
and  are  expected  to  continue  into  FY  1997.   SOL  involvement  in  PWBA 
investigations  has  been  expanded  and  joint  PWBA/SOL  task  forces  have  been 
expanded  from  the  pilot  projects  involving  MEWAs  and  annuities  to  now  include 
health  plan  rebate  cases,  real  estate  pooled  trusts,  derivatives  and 
participation  in  PWBA  regional  enforcement  projects,  such  as  home  health  care 
agencies . 

In  addition  to  these  specially  targeted  enforcement  projects  and  the  ever 
increasing  caseload  of  major  litigation  matters,  SOL  is  requesting  17  FTE  and 
$1,323,000  to  fully  participate  in  PWBA's  Employee  Contribution  Project.   This 
project  is  a  direct  outgrowth  of  the  changing  financial  environment  created  by 
the  exponential  growth  of  §401 (k)  plans.   The  number  of  such  plans  has 
increased  from  17,000  plans  covering  7.5  million  people  in  1984  to  140,000 
plans  covering  22  million  people  in  1992.   As  of  1992,  the  assets  in  such 


1995 

1996 

1997 

Actual 

Estimate 

Estimate 

33,594 

30,961 

29,146 

19,962 

17,585 

17,932 

4,997 

4,098 

3,882 

22,595 

19,400 

19,322 

30,961 

29,146 

27,756 

5,689 

6,129 

6,657 

22,725 

22,955 

23,853 

22,285 

22,427 

23,602 

6,129 

6,657 

6,908 

175 

239 

350 

1,517 

1,527 

1,545 

1,453 

1,416 

1,331 

239 

350 

564 
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plans  totaled  about  $553  billion.   Unfortunately,  this  rapid  increase  in  the 
popularity  of  such  plans  has  resulted  in  a  corresponding  increase  in  abuses  in 
this  area.   As  a  result  of  numerous  participant  complaints,  a  pilot 
investigatory  project,  with  SOL  involvement,  was  initiated  resulting  in  both 
civil  and  criminal  prosecutions.   This  pilot  program  resulted  in  the  discovery 
of  ERISA  violations  in  such  plans  at  about  double  the  rate  found  in  other 
plans . 

Because  of  this  finding  (and  the  fact  that  over  $6  million  in  diverted 
employee  contributions  has  already  been  recovered) ,  the  investigatory  effort 
has  been  expanded  and  several  regulatory  actions,  all  including  SOL 
involvement,  have  been  undertaken.   The  multi- faceted  attack  on  this  problem 
will  include  the  promulgation  and  implementation  of  a  Pension  Payback  Program 
to  encourage  the  voluntary  restoration  of  delinquent  employee  contributions, 
revision  of  the  plan  asset  regulation  on  an  expedited  basis  to  speed  up  the 
forwarding  of  participant  contributions  to  employee  benefit  plans,  and  a  class 
exemption  has  been  proposed  to  assist  employers  into  coming  into  voluntary 
compliance  with  the  law.   Completion  and  evaluation  of  these  initiatives  is 
expected  at  the  end  of  FY  1997. 

Greater  emphasis  is  also  being  placed  on  implementation  of  PWBA's 
participant  education  and  outreach  programs.   SOL  is  heavily  involved  in  the 
preparation  of  an  interpretive  bulletin  which  will  both  foster  private  sector 
provision  of  participant  education  in  retirement  matters  and  delineate  the 
distinction  between  the  provision  of  educational  services  and  investment 
advice . 

In  addition,  SOL  is  continuing  to  provide  ongoing  assistance  and 
technical  support  to  both  the  Administration  and  the  Congress  with  respect  to 
the  various  health  care  initiatives  being  considered  in  this  and  the  next 
Congress. 

While  these  new  initiatives  continue  to  require  the  expenditure  of 
additional  resources,  ERISA's  "routine"  enforcement  efforts  have  become 
exceedingly  more  complex  as  PWBA's  increasing  investigatory  expertise 
continues  to  produce  bigger  and  more  complex  cases.   One  case  alone  which  is 
now  in  litigation.  Charter  Medical,  has  four  senior  attorneys  working 
virtually  full-time  along  with  the  part-time  assistance  of  several  others;  the 
settlement  cost  of  this  case  is  expected  to  be  about  $80,000,000.   These  "big 
ticket"  cases  are  now  becoming  the  rule,  rather  than  the  exception. 

Wage  and  Hour  (152  FTE) 

SOL  has  the  responsibility  for  litigation  and  legal  advisory  services 
necessary  for  the  administration  and  enforcement  of  the  Fair  Labor  Standards 
Act  (FLSA)  and  some  70  other  labor  standards  statutes  administered  by  the  Wage 
and  Hour  Division.   Twenty-three  additional  FTE  and  $2,040,000  are 
specifically  requested  to  provide  enhanced  enforcement  and  necessary 
litigation  assistance  in  areas  and  industries  with  high  numbers  of 
unauthorized  workers  in  order  to  ensure  that  employers  do  not  have  an 
incentive  to  hire  such  workers  by  violating  labor  standards  requirements. 
This  initiative  will  dovetail  with  SOL'S  assistance  to  Wage-Hour  in  its 
emphasis  on  low-wage  workers  and  egregious  violators.   SOL  anticipates 
assisting  Wage-Hour  not  only  through  its  normal  litigation  support,  but  also 
by  participating  in  task  forces  and  strike  forces  in  these  industries,  so  that 
it  can  respond  quickly  in  providing  and  enforcing  subpoenas,  obtaining 
temporary  restraining  orders,  etc.   SOL  also  anticipates  giving  priority 
attention  to  cases  under  the  Family  and  Medical  Leave  Act  in  order  to  develop 
this  new  area  of  the  law,  as  well  as  to  cases  under  the  H-1A  (non- immigrant 
nurses)  and  H-1B  (non-immigrant  specialty  workers)  programs,  and  to  child 
labor  violations.   A  new  system  of  joint  review  by  SOL  and  Wage-Hour  of  all 
cases  prior  to  referral  to  SOL  for  litigation  should  be  functioning  smoothly 
by  this  time  to  ensure  that  SOL  resources  are  used  where  they  can  be  most 
effective  and  to  best  support  Wage-Hour's  priorities.   Significant  resources 
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will  also  be  devoted  to  enforcement  in  the  Northern  Mariana  Islands. 
Assistance  is  also  anticipated  in  developing  regulations. 

OSHA  (144  FTE) 

OSHA's  agenda  for  FY  1997  includes  national  emphasis  programs  for  silica, 
lead  in  construction,  and  machine  guarding.   OSHA  will  continue  to  bring  new 
enforcement  issues  before  SOL  and  its  stakeholders,  for  discussion  prior  to 
implementation.   As  OSHA  continues  to  experiment  with  new  forms  of  voluntary 
compliance  and  partnership  initiatives,  these  pilots  will  raise  novel  and 
complex  legal  issues,  giving  rise  to  an  increased  demand  for  legal  advice.   In 
addition,  the  many  new  legislative  initiatives  of  the  104th  Congress  dealing 
with  OSHA  reform.  Regulatory  Reform,  and  Small  Business  Initiatives  are 
expected  to  continue  through  at  least  the  first  part  of  FY  1997. 
Consequently,  as  a  result  of  these  two  areas,  the  legal  opinion  workload  is 
expected  to  show  substantial  rise  in  FY  1997.   SOL  projects  to  receive  2,878 
litigation  matters  in  FY  1997,  a  2.6%  decrease  from  the  anticipated  number  of 
cases  that  will  be  accepted  in  FY  1996.   At  this  time,  SOL  projects  3,441 
litigation  matters  will  be  concluded,  which  equates  to  a  5%  decrease  from  FY 
1996. 

MSHA  (66  FTE) 

MSHA  has  a  very  full  regulatory  schedule  and  numerous  rules  are  scheduled 
for  proposal  or  publication  as  a  final  rule  in  FY  1997  .   Scheduled  rulemakings 
include  the  following  subject  areas:  Conveyor  Belt  Approval,  Independent 
Testing  Laboratories,  Diesel  Particulate  Emissions,  Respiratory  Protection  and 
Hazard  Communication  and  Noise.   Appellate  litigation  is  anticipated  involving 
the  ventilation  rulemaking  which  was  issued  in  March  of  1996  and  has  other 
related  challenges  which  have  been  stayed  by  the  federal  court  pending  that 
rulemaking.   SOL  anticipates  continued  administrative  trial  litigation  in  the 
areas  of  multiple  operator  and  contractor  responsibility  for  mine  safety 
conditions  at  the  mine  as  well  as  litigation  concerning  mine  safety 
discrimination,  application  of  the  unwarrantable  failure  enforcement  tool  and 
the  test  for  "knowing"  violations.   The  Abnormal  White  Center.  (AWC) .  appeals 
will  likely  be  finalized  this  fiscal  year.   At  this  time  it  is  not  possible  to 
know  what  the  impact  of  the  appellate  determination  will  have  on  the  over 
4,000  stayed  AWC  citations  which  await  resolution  of  that  test  case 
litigation. 

In  FY  1997,  SOL  projects  receiving  2,857  litigation  matters,  a  13% 
decrease  from  FY  1996.   The  number  of  matters  concluded  will  be  3,411,  a  3.2% 
decline  from  FY  1996.   Previously,  SOL  attorneys  devoted  time  to  cases  now 
being  handled  by  MSHA  staff  through  the  Alternate  Case  Resolution  Initiative 
(ACRI)  program.   This  program  has  allowed  the  attorneys  to  focus  on  more  time- 
consuming  litigation-intensive  cases.   Therefore,  while  it  appears  SOL  is 
accepting  few  cases  in  the  MSHA  program  area,  the  ACRI  program  has  resulted  in 
attorneys  more  fully  utilizing  their  specialized  skills. 

OFCCP  and  Civil  Rights  Enforcement  (45  FTE) 

For  FY  1997  SOL  will  continue  its  vigorous  support  of  the  Office  of 
Federal  Contract  Compliance  Programs'  enforcement  of  equal  employment 
opportunity  requirements.   In  the  litigation  area  SOL  will  focus  its  efforts 
on  identifying  and  resolving  instances  of  discriminatory  employment  practices 
by  federal  contractors.   In  that  connection,  SOL  will  support  OFCCP ' s  use  of 
"testing"  as  a  new  strategy  for  identifying  contractors  that  are  not  in 
compliance  and  expects  to  initiate  at  least  one  enforcement  action  based  upon 
that  initiative.   SOL  expects  to  continue  litigating  two  large  class-based 
disability  cases  and  to  pursue  cases  involving  pattern  and  practice 
discrimination  against  minorities  and  women.   SOL  also  will  continue  to 
participate  in  the  joint  initiative  with  OFCCP  to  bring  expedited  enforcement 
actions  against  contractors  that  have  violated  their  conciliation  agreements 
with  OFCCP.   Nationwide,  an  estimated  152  cases  will  be  accepted  for 
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litigation,  which  is  a  9%  decrease  from  FY  1996.   SOL  projects  to  conclude  114 
litigation  matters,  11.6%  less  than  in  FY  1996. 

SOL  expects  that  a  number  of  the  rulemaking  projects  begun  during  FY  1996 
or  earlier  will  carry  over  into  FY  1997.   SOL  will  have  substantial  work 
reviewing  and  cataloging  the  public  comments  on  several  proposed  rules 
published  during  FY  1996,  and  then  putting  the  rules  into  final  form.   Also,  a 
proposed  rule  on  written  affirmative  action  programs  should  be  ready  for 
publication  early  in  FY  1997,  following  which  SOL  will  review  the  anticipated 
extensive  comments  on  the  proposal. 

OLMS  and  VETS  Enforcement  (16  FTE) 

In  FY  1997,  SOL  will  continue  to  engage  in  litigation  and  litigation 
support  on  complaints  about  union  officer  elections  filed  by  union  members 
pursuant  to  Section  402(a),  improper  trusteeships  pursuant  to  Section  304(a), 
and  persuader  reporting  cases  under  Section  203  of  the  Labor -Management 
Reporting  and  Disclosure  Act  (LMRDA) ,  and  similar  cases  under  the  Civil 
Service  Reform  Act  (CSRA) .   Union  elections  cases  are  subject  to  a  60-day 
statutory  deadline  for  the  investigation  and  filing  of  the  suit.   This  work, 
which  is  expected  to  continue  at  a  high  level,  must  be  given  priority  and  kept 
current . 

SOL  will  also  provide  significant  legal  service  assistance  to  the 
Veterans  Employment  and  Training  Service  (VETS)  in  its  enforcement 
responsibilities  under  the  Uniformed  Service  Employment  and  Reemployment 
Rights  Act  of  1994,  including  assistance  in  investigative  training, 
development  of  enforcement  procedures  and  establishment  of  outreach  programs 
to  veterans. 

SOL  will  continue  to  provide  legal  support  to  the  benefits  programs  of 
the  Veterans  Employment  and  Training  Service,  such  as  special  programs  for 
service  members  displaced  by  defense  downsizing,  the  Local  Veterans' 
Employment  Representative  and  Disabled  Veterans'  Outreach  Programs,  Job 
Training  Partnership  Act  programs  for  veterans,  and  veterans'  job  training 
programs  funded  by  the  Department  of  Defense. 

Benefits  Programs 

In  addition  to  the  enforcement  programs,  SOL  has  the  responsibility  to 
provide  legal  support  to  the  benefits  programs  administered  by  the  Department 
of  Labor.   SOL  represents  the  Department  in  black  lung  and  longshore 
litigation  and  acts  to  insure  that  those  applicants  deserving  of  benefits 
receive  awards.   SOL  participates  in  litigation  before  the  Office  of 
Administrative  Law  Judges  (OALJ) ,  the  Benefits  Review  Board  (BRB) ,  in  federal 
district  courts,  and  the  courts  of  appeals.   SOL  also  provides  legal  services 
for  the  Federal  Employees'  Compensation  Act  (FECA)  and  litigates  cases  before 
the  Employees'  Compensation  Appeals  Board  (ECAB)  and  in  the  courts. 

Black  Luna  (58  FTE) 

SOL  will  devote  the  legal  resources  necessary  to  complete  and  publish 
newly  revised  black  lung  program  regulations.   Due  to  a  decrease  in  the  number 
of  entitlement  cases  adjudicated  by  the  Office  of  Administrative  Law  Judges, 
SOL  will  reduce  its  FTE  devoted  to  the  black  lung  program  by  one.   Despite  its 
reduced  resources,  SOL  will  continue  to  defend  the  Black  Lung  Disability  Trust 
Fund  in  all  entitlement  cases  for  which  the  Fund  in  liable  and  will 
participate  in  a  limited  number  of  responsible  operator  cases  presenting 
significant  issues.   SOL  will  also  commence  action  in  50  enforcement  cases. 
In  total,  SOL  projected  participating  in  or  reviewing  approximately  3,882 
black  lung  matters,  5.2%  less  than  in  FY  1996. 
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Longshore.  FBCA  and  FTCA  (33  FTE) 

SOL  will  continue  to  represent  the  Director,  OWCP,  in  all  cases  in  which 
an  employer  or  insurer  claims  that  compensation  for  claims  under  the  Longshore 
and  Harbor  Workers'  Compensation  Act  (LHWCA)  should  be  paid  out  of  the  special 
fund  under  §  8(f)  of  the  LHWCA  before  the  OALJ,  the  BRB,  and  the  federal 
courts  of  appeals.   SOL  will  also  represent  the  Director  in  as  many  cases 
involving  important  legal  issues  as  resources  permit.   In  the  event  that 
legislation  is  enacted  that  substantially  changes  the  procedures  for  appeal 
under  the  LHWCA,  SOL  may  be  required  to  participate  in  more  appellate  court 
actions  and  fewer  BRB  appeals.   SOL  participation  in  ECAB  appeals  is  expected 
to  remain  high  as  more  issues  are  identified  as  a  result  of  OWCP ' s  Periodic 
Roll  Review,  and  subrogation  recoveries  are  likely  to  decline  somewhat  as 
fewer  FTE  can  be  devoted  to  this  function.   In  FY  1997,  SOL  estimates 
receiving  2,051  longshore  and  FECA  matters,  2.6%  less  than  FY  1996.   The 
number  of  matters  concluded  will  decrease  by  an  estimated  10%  to  1,939. 

Other  POL  Programs 

Employment  and  Training  (19  FTE) 

SOL  will  be  very  much  involved  in  the  implementation  of  the 
Administration's  job  training  reform  efforts.   The  Administration's  efforts 
include  the  consolidation  of  nearly  70  programs  in  four  agencies,  covering 
employment,  education,  and  training  programs  for  adult  workers  and  youth,  the 
implementation  of  a  system  of  training  grants,  and  the  further  development  of 
one-stop  centers.   SOL  will  provide  continued  support  for  the  Employment  and 
Training  Administration  (ETA)  in  its  implementation  of  comprehensive 
dislocated  worker  assistance  and  other  new  initiatives.   SOL  will  provide 
advice  on  protecting  the  confidentiality  of  the  wage  records  of  nearly  all 
American  workers.   These  records  are  maintained  by  the  States  for  the  purpose 
of  verifying  claimant  eligibility  under  a  number  of  programs,  including  the 
States1  unemployment  compensation  programs.   SOL  will  also  assist  ETA  in 
establishing  requirements  governing  the  contracting  out  of  grant 
responsibilities  by  the  State  employment  security  agencies.   Substantial  time 
is  expected  to  be  spent  considering  and  providing  technical  support  related  to 
Administration  and  Congressional  initiatives  to  reengineer  and  consolidate 
employment  and  training,  including  employment -based  immigration  programs.   SOL 
will  continue  to  actively  participate  in  devising  initiatives  to  enhance  the 
protections  afforded  United  States  workers  in  occupations  where  foreign  labor 
is  being  imported.   All  of  these  activities  will  require  legal  advisory 
services  from  SOL  under  very  tight  time  constraints.   In  addition,  SOL 
participation  on  the  policy  and  rulemaking  teams  will  require  a  significant 
amount  of  time.   The  workload  related  to  the  ongoing  work  of  ETA  also  will 
continue.   SOL  will  continue  to  litigate  cases  arising  under  ETA's  various 
programs  and  be  involved  in  regulatory  activity,  particularly  in  the  areas  of 
unemployment  insurance  and  employment-based  immigration. 

ILAB  (5  FTE) 

SOL  will  be  called  upon  to  provide  legal  service  involving  increasing 
Departmental  responsibilities  in  the  area  of  international  affairs,  as 
delegated  to  the  Bureau  of  International  Labor  Affairs  (ILAB) .   SOL  attorneys 
will  assist  in  enforcing  and  developing  cooperative  programs  resulting  from 
the  North  American  Free  Trade  Act  (NAFTA) .   Also,  SOL  will  provide  legal 
guidance  to  the  Overseas  Private  Investment  Corporation  (OPIC)  and  legal 
services  to  ILAB  in  support  of  the  World  Trade  Organization  (WTO)  and  the 
International  Labor  Organization  (ILO),  as  well  as  legal  advice  through  the 
Tripartite  Advisory  Panel  on  international  Labor  Standards  (TAPILS)  necessary 
for  the  ratification  of  ILO  conventions.   SOL  will  also  provide  legal  advice 
pursuant  to  the  provision  of  technical  assistance  to  strengthen  foreign  labor 
markets . 
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"House  Counsel"  Activities  (49  FTE) 

The  Office  of  the  Solicitor  will  provide  substantial  legal  advice  to  the 
following  components  of  the  Department  that  are  scheduled  to  be  "audited"  by 
the  Office  of  Government  Ethics:   The  Office  of  the  Secretary,  the 
Occupational  Safety  and  Health  Administration,  the  Mine  Safety  and  Health 
Administration,  the  Employment  Standards  Administration,  and  the  Employment 
and  Training  Administration.   In  addition,  SOL  anticipates  a  significant 
increase  in  advisory  and  "vetting"  activities  before  and  after  the  1996 
Presidential  election. 

The  Office  of  the  Solicitor  will  continue  to  provide  drafting  services  to 
the  Department  for  any  legislative  initiatives  that  may  arise,  and  will 
continue  to  provide  extensive  legal  services  to  the  Department  resulting  from 
the  many  oversight  requests  that  have  been  made  to  the  Department  by 
Committees  of  the  Congress. 

SOL  will  become  more  heavily  involved  in  Departmental  efforts  to  expand 
the  use  of  Alternative  Dispute  Resolution  (ADR),  and  to  consult  with  parties 
potentially  affected  by  proposed  rulemaking  activities  through  negotiated 
rulemaking  and  other  means  suggested  by  Executive  Order  12298. 

SOL  will  continue  to  provide  advice,  opinion,  regulatory,  and  litigation 
legal  services  to  the  procurement  activities  of  the  Department,  such  as 
serving  on  the  board  reviewing  proposals  for  noncompetitive  procurement, 
litigating  bid  protests  before  the  Comptroller  General,  and  litigating 
contract  disputes  before  the  Department's  Board  of  Contract  Appeals.   It  will 
be  difficult  for  SOL  to  satisfy  concerns  raised  by  the  Inspector  General 
about  the  quality  of  DOL  grant  and  contract  awards  and  determinations  at 
present  staffing  levels.   SOL  involvement  in  many  contract  actions  will  occur 
only  after  disputes  have  arisen. 

SOL  also  will  continue  to  provide  support  to  the  Secretary's 
certification  of  employee  protection  arrangements  pursuant  to  the  Federal 
Transit  Act. 

The  Office  of  the  Solicitor  will  continue  to  provide  services  in  Supreme 
Court  cases  in  which  the  Department  is  a  party,  has  been  asked  its  views  by 
the  court  or  has  an  interest. 

FY  1996 

In  FY  1996,  the  funding  and  ceiling  levels  for  SOL  are  $64,290,000  and 
698  FTE.   This  is  $5,756,000  and  46  FTE  below  the  FY  1995  comparable  level. 
Of  the  FY  1996  amounts,  $58,072,000  and  636  FTE  are  derived  from  general 
funds,  $5,915,000  and  59  FTE  are  derived  from  the  Black  Lung  Disability  Trust 
Fund  (BLDTF) ,  and  $303,000  and  3  FTE  are  derived  from  the  Unemployment 
Insurance  Trust  Fund. 

In  FY  1996,  SOL  will  provide  legal  services  to  protect  the  American 
worker  and  create  a  safe  and  healthful  workplace.   SOL  will  continue  the  use 
of  case  selection  criteria  in  most  program  areas  to  ensure  that  SOL  is  using 
its  resources  to  do  the  client's  priority  work.   SOL  will  continue  its 
participation  in  efforts  to  expand  the  use  of  alternative  dispute  resolution 
(ADR)  in  the  Department  of  Labor.   SOL  will  also  continue  working  with  client 
agencies  to  identify  and  reduce  normal  legal  tasks  that  slow  down  the 
production  of  cases  so  that  resources  can  be  directed  to  working  with  the 
clients  on  their  priority  work. 

SOL  engages  in  a  variety  of  litigation  activities  which  have  as  their 
goal  the  resolution  of  cases  referred  by  the  client  agencies,  or  in  which  the 
Department  is  sued.   The  resolution  may  be  a  decision  by  a  court,  an  informal 
settlement,  or  a  formal  settlement  agreement  entered  as  a  judicial  decree. 
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SOL  expects  to  conclude  19,400  cases  in  FY  1996,  a  14.1%  decrease  from  FY 

1995.  The  incoming  litigation  workload  that  SOL  will  receive  will  be 
primarily  limited  to  cases  that  merit  litigation  or  must  be  litigated  because 
of  statutory  mandates.   More  and  more  of  the  cases  that  SOL  litigates  are 
complex  and  time-consuming. 

SOL  also  gives  informal  advice  to  the  clients,  as  requested,  on  the 
conduct  of  investigations  and  on  the  day-to-day  administration  of  their 
programs.   In  addition,  SOL  issues  formal  opinions  and  gives  legal  advice  with 
regard  to,  and  often  drafts,  formal  opinion  documents  issued  by  the  program 
agencies.   SOL  will  produce  an  estimated  22,345  items  of  legal  advice  in  FY 

1996,  essentially  unchanged  from  FY  1995. 

SOL  also  expects  to  work  on  approximately  1,527  regulatory  projects 
during  FY  1996,  a  slight  increase  over  FY  1995.   Attorneys  frequently  work  as 
members  of  teams  with  staff  from  the  client  agency  in  drafting  regulatory 
language  and  in  reviewing  all  regulations  for  legal  defensibility  before  they 
are  promulgated. 

In  FY  1996  SOL's  efforts  have  been  impacted  by  the  partial  government 
shut-downs.   As  a  result,  fewer  matters  will  be  received  and  concluded  by  SOL 
staff. 

POL  Enforcement  Programs 

PWBA  (75  FTE) 

SOL's  goal  in  FY  1996  will  be  to  support  the  Pension  and  Welfare  Benefits 
Administration  (PWBA)  in  its  increased  emphasis  on  customer  service  issues. 
Specifically,  these  issues,  as  they  affect  SOL,  involve  expanding  the  remedies 
available  to  individual  plan  participants  as  well  as  facilitating  their  access 
to  the  federal  court  system  to  secure  those  remedies.   SOL  will  continue  and 
expand  the  amicus  curiae  program  begun  in  FY  1994  to  further  these  goals.   SOL 
projects  to  receive  11.2%  fewer  (452)  cases  and  conclude  9.9%%  fewer  (436) 
cases  compared  with  FY  1995.   The  backlog  in  this  program  is  projected  to 
increase  by  2%,  from  791  cases  to  807  cases  at  the  end  of  FY  1996. 

Consistent  with  the  streamlining  and  reinvention  initiatives  of  both  SOL 
and  PWBA,  SOL  attorneys  will  work  directly  with  PWBA  investigators  in 
appropriate  cases,  in  the  investigative  as  well  as  the  litigative  stages. 
This  will  insure  that  the  maximum  possible  number  of  referrals  for  litigation 
are  in  fact  litigated  and  will  minimize  the  need  for  additional  investigative 
effort  and  supplemental  data.   This  "team"  approach,  while  requiring 
additional  SOL  involvement  "up  front,"  is  expected  to  pay  dividends  in  the 
long  run  by  producing  more  and  better  litigation  cases,  directing 
investigative  resources  away  from  cases  with  little  litigative  potential  and 
by  facilitating  the  voluntary  compliance  process  whereby  appropriate  matters 
may  be  resolved  without  the  need  for  contested  litigation. 

Waoe  and  Hour  Program  (132  FTE) 

A  heavy  trial  and  appellate  litigation  caseload  continues  in  the  Wage  and 
Hour  programs.   SOL  will  concentrate  resources  on  the  highest  priority  cases. 
The  emphasis  has  been  on  cases  involving  low- wage  workers  (such  as  those  in 
agriculture,  janitors,  guards,  and  the  garment  industry)  and  egregious 
violators.   New  cases  have  been  filed  under  the  Family  and  Medical  Leave  Act 
(FMLA) ,  and  SOL  engages  in  ongoing  educational  assistance  to  the  public  in 
speeches  and  in  assisting  Wage-Hour  in  issuance  of  opinions  under  the  Act. 
SOL  continues  to  obtain  injunctions  against  contractors  and  manufacturers  in 
the  garment  industry,  and  is  participating  in  the  Department's  efforts  to 
encourage  retailers  to  contract  with  manufacturers  who  engage  in  monitoring  of 
their  contractors,  in  order  to  increase  compliance.   SOL  is  litigating  a 
number  of  significant  programs  in  the  H-1A  (non- immigrant  nurses)  and  H-1B 
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(non- immigrant  specialty  workers)  programs,  and  has  reached  major  settlements. 
During  FY  1996,  SOL  projects  to  received  1,772  cases  compared  to  2,059  cases 
in  FY  1995,  which  is  a  13.9%  decrease.   The  number  of  litigation  matters 
concluded  is  projected  to  be  2,828  compared  to  2,643  in  FY  1995,  a  7% 
increase . 

Significant  regulatory  activity  is  taking  place.   SOL  participated  in  the 
drafting  of  proposed  regulations  to  adjust  the  insurance  requirements  for 
persons  transporting  migrant  and  seasonal  agricultural  workers,  and  to  clarify 
the  meaning  of  "joint  employer"  under  the  Migrant  and  Seasonal  Agricultural 
Workers  Protection  Act.   Proposed  rules  have  also  been  issued  under  the  H-1B 
non- immigrant  program.   Final  rules  in  both  of  these  programs  are  anticipated 
this  year.   In  addition,  proposed  and  final  rules  are  anticipated  concerning 
the  methodology  for  determining  fringe  benefits  under  the  McNamara-O' Hara 
Service  Contract  Act.   Final  rules  are  also  anticipated  under  Executive  Order 
12933,  giving  workers  on  government  service  contracts  a  right  of  first  refusal 
for  employment. 

OSHA  (148  FTE) 

OSHA  continues  to  pursue  its  policy  of  citing  egregious  violations,  which 
tends  to  yield  approximately  15-20  cases  per  year.   SOL  attorneys  will 
continue  to  play  pivotal  roles  in  the  pre-citation  screening  process,  as  well 
as  in  the  discovery,  litigation,  and  settlement  phases  of  these  high-profile 
cases.   SOL  attorneys  will  also  be  devoting  considerable  attention  to  handling 
the  pre-citation  screening  and  litigation  of  a  high  number  of  other 
significant  enforcement  actions,  defined  as  non-egregious  cases  in  which  the 
penalty  exceeds  $100,000. 

In  addition,  OSHA  has  implemented  a  new  data  collection  initiative  this 
fiscal  year,  which  will  enable  it  to  identify  high-hazard  worksites.   This 
initiative  will  permit  OSHA  to  undertake  various  interventions  in  the  areas  of 
compliance,  consultation,  training  and  outreach,  as  well  as  to  measure  its 
performance  in  these  same  areas.   SOL  will  devote  a  substantial  portion  of  its 
OSHA- dedicated  resources  to  defending  this  new  initiative  against  legal 
challenge,  then  by  providing  litigation  support,  as  needed,  when  the 
initiative  is  implemented.   OSHA  hopes  that  the  data  initiative  will  permit  it 
to  target  its  enforcement  efforts  at  specific  employer  establishments,  rather 
than  just  at  high-hazard  industries,  while  simultaneously  allowing  it  to 
forego  inspections  at  safe  establishments.   Such  targeting  programs  tend  to 
produce  high  numbers  of  willful  citations,  which  are  invariably  contested  by 
employers,  and  are  the  most  difficult  of  all  OSHA  violations  to  establish, 
requiring  a  very  significant  investment  of  attorney  skills  and  time.   It  is 
projected  that  SOL  will  receive  2,956  and  conclude  3,627  litigation  matters 
this  year,  a  26.2%  and  24%  decrease,  respectively,  from  FY  1995. 

Work  on  standards  will  continue,  and  will  result  in  the  development  and 
promulgation  of  proposals  on  Tuberculosis,  Safety  and  Health  Programs,  Steel 
Erection,  Confined  Spaces  (construction  and  general  industry) ,  and  PELs;  and 
final  rules  on  Respirators,  Recordkeeping,  "Plain  Language"  initiatives,  and 
in  deregulatory  actions.  SOL  attorneys  will  work  side-by-side  with  OSHA 
professionals  as  an  integral  part  of  the  rulemaking  team,  and  will  defend  the 
final  rules  in  the  courts  of  appeal,  if  challenged. 

Finally,  OSHA  plans  to  continue  to  pursue  its  approach  of  balancing 
heightened  enforcement  efforts  with  voluntary  compliance  initiatives.   The 
voluntary  compliance  initiatives  generate  greater  demand  for  legal  advice,  as 
OSHA's  conventional  role  of  enforcer  is  expanded  into  non- traditional  areas. 


1192 


DM-46 


MSHA  (68  FTE) 

During  the  first  six  months  of  FY  1996  ACRI  case  assignments  of  low 
dollar/non-complex  cases  to  MSHA  Conference  Litigation  Representatives 
indicate  that  they  will  be  handling  approximately  25%  of  the  prior  caseload. 
However,  these  cases  represent  less  than  5%  of  the  total  civil  penalty  amount 
in  contest.   MSHA's  Coal  Mine  Ventilation  Final  Rule  was  published  in  the 
Federal  Register  in  March  and  we  now  anticipate  continued  appellate  litigation 
over  this  and  the  related  prior  rulemaking  which  has  been  stayed  until  June 
1996  by  the  federal  court  of  appeals  pending  the  issuance  of  this  rule.   MSHA 
expects  to  publish  a  final  rulemaking  for  improved  standards  in  use  and 
handling  of  explosives  in  Metal -Non -Metal  Mines,  a  final  rule  in  coal  mines 
governing  operation  and  maintenance  of  diesel -powered  equipment  and  a  final 
rule  governing  safe  use  of  high-voltage  longwall  equipment.   MSHA  is  scheduled 
to  propose  an  improved  mandatory  health  standard  for  noise  exposure  in  mines, 
as  well.   SOL  filed  a  notice  of  appeal  of  the  Federal  Mine  Safety  and  Review 
Commission's  adverse  AWC  decision  and  is  in  the  early  stages  of  finalizing  the 
appeal  of  that  complex  case.   SOL  is  seeing  considerable  success  in  several 
high  profile  criminal  referrals,  including  Pyro  Mining  in  Western  Kentucky  and 
Buck  Creek  Mining  in  southern  Indiana  which  had  been  pending  in  the  Department 
of  Justice/  United  States  Attorneys  Offices  for  several  fiscal  years.   In 
February,  the  Secretary's  advisory  committee  on  the  elimination  of 
pneumoconiosis  began  its  deliberations.   SOL  has  received  an  important 
administrative  trial  decision  regarding  MSHA's  ability  to  hold  intertwined  and 
"enterprise  controlling"  entities  accountable  for  safety  conditions  at  mines. 
In  FY  1996,  SOL  anticipates  receiving  3,285  litigation  matters,  which 
represents  a  6.4%  decrease  from  the  3,510  matters  received  in  FY  1995.   The 
number  of  matters  concluded  is  projected  to  be  3,522  compared  to  4,291  in  FY 
1995,  representing  a  17.9%  decrease. 

OFCCP  and  Civil  Rights  Enforcement  (47  FTE) 

For  FY  1996,  SOL's  achievements  in  support  of  the  Office  of  Federal 
Contract  Compliance  Programs  (OFCCP)  will  be  affected  by  two  developments. 
First,  lost  time  due  to  the  Government  shutdown  will  impact  the  number  of 
matters  which  SOL  can  handle  and  conclude  during  the  year,  as  well  as  the 
number  of  matters  referred  by  the  client  agency  for  enforcement.   Second,  a 
significant  amount  of  SOL'S  resources  has  been  committed  to  defensive  cases, 
which  have  been  filed  at  the  rate  of  one  per  month  --a  much  higher  rate  than 
SOL  has  experienced  in  the  past.   The  defensive  cases  challenge  final  agency 
decisions  on  substantive  and  jurisdictional  issues,  and  cannot  be  defended 
simply  on  motions.    Nevertheless,  during  FY  1996,  SOL  expects  to  conclude  the 
litigation  of  a  number  of  disability  cases  and  at  least  one  pattern  and 
practice  race  discrimination  case.   In  addition,  several  pattern  and  practice 
sex  discrimination  cases  are  in  process,  and  SOL  expects  to  obtain  favorable 
settlements  in  a  number  of  them.   SOL  also  is  planning  to  proceed  on  several 
novel  issue  cases  involving  unsettled  issues  of  law.   The  nature  of  the  issues 
makes  these  cases  extremely  important  to  the  orderly  development  of  legal 
precedent  in  support  of  the  OFCCP  enforcement  program.   In  FY  1996,  SOL 
expects  to  receive  167  cases  compared  to  the  200  cases  received  in  FY  1995. 
However,  SOL  is  not  projected  to  reduce  the  backlog  of  pending  cases. 

Following  the  pattern  of  the  last  two  years,  rulemaking  activity  will  be 
particularly  intensive  throughout  FY  1996.   Four  rulemaking  documents  already 
have  been  published:  a  comprehensive  final  rule  under  Section  503  of  the 
Rehabilitation  Act  to  strengthen  enforcement  provisions  and  to  conform 
substantive  provisions  to  the  Americans  with  Disabilities  Act;  a  proposed  rule 
under  Executive  Order  11246  to  strengthen  recordkeeping  requirements,  provide 
more  flexible  enforcement  tools,  and  remove  unnecessary  paperwork  and  other 
burdens;  a  proposed  rule  containing  standards  for  the  granting  of  "separate 
facility"  waivers  under  the  Rehabilitation  Act  program;  and  a  technical 
correction  of  the  Vietnam  Era  Veterans'  Readjustment  Assistance  Act  (VEVRAA) 
regulations.   SOL  anticipates  the  completion  of  several  more  rulemaking 
projects  during  the  year,  including  a  proposal  to  conform  the  VEVRAA 
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regulations  to  the  new  Section  503  rules,  and  a  final  rule  on  "separate 
facility"  waivers. 

OLMS  and  VETS  Enforcement  (18  FTE) 

SOL  continues  to  engage  in  litigation  and  litigation  support  on 
complaints  about  union  officer  elections  filed  by  union  members  pursuant  to 
Section  402(a),  improper  trusteeships  pursuant  to  Section  304(a),  and 
persuader  reporting  cases  under  Section  203  of  the  Labor -Management  Reporting 
and  Disclosure  Act  (LMRDA) ,  and  similar  cases  under  the  Civil  Service  Reform 
Act  (CSRA) .   Union  election  cases  are  subject  to  a  60-day  statutory  deadline 
for  the  investigation  and  filing  of  the  suit.   This  work,  which  is  expected  to 
continue  at  a  high  level,  must  be  given  priority  and  kept  current.   In  FY 
1996,  SOL  will  receive  389  OLMS  cases  and  conclude  379. 

SOL  continues  to  provide  legal  support  the  Veterans'  Employment  and 
Training  Service  (VETS)  for  benefits  programs.   Legal  services  will  be 
provided  for  special  programs  for  service  members  displaced  by  defense 
downsizing,  the  local  veterans'  employment  representative  and  disabled 
veterans'  outreach  specialist  programs.  Job  Training  Partnership  Act  programs 
for  veterans,  and  veterans'  job  training  programs  funded  by  the  Department  of 
Defense.   Additionally,  SOL  will  provide  significant  legal  services  assistance 
to  VETS  in  its  enforcement  responsibilities  under  the  Uniformed  Services 
Employment  and  Reemployment  Rights  Act  of  1994  including  assistance  in 
investigative  training,  development  of  enforcement  procedures  and 
establishment  of  outreach  programs  to  veterans. 

Benefits  Programs 

Black  Lung  (59  FTE) 

Due  to  the  reduced  number  of  black  lung  cases  adjudicated  by  the  Office 
of  Administrative  Law  Judges,  SOL  has  reduced  the  resources  devoted  to  the 
black  lung  legal  services.   However,  SOL  will  continue  to  defend  the  Black 
Lung  Disability  Trust  Fund  in  all  pending  entitlement  cases  and  will 
participate  in  a  limited  number  of  responsible  operator  cases  raising  issues 
of  importance  to  the  program.   The  Office  of  Workers'  Compensation  Programs 
has  announced  that  it  plans  to  propose  revisions  to  the  black  lung  regulations 
this  fiscal  year,  necessitating  that  SOL  resources  be  diverted  from 
entitlement  and  enforcement  work  to  reviewing  and  revising  regulations.   SOL 
plans  to  participate  in  approximately  500  cases  before  the  Benefits  Review 
Board  and  95  in  the  courts  of  appeals.   SOL  hopes  to  take  action  in  50 
enforcement  cases . 

Longshore.  FECA  and  FTCA  (38  FTE) 

SOL  continues  to  defend  the  Director,  OWCP,  in  all  appropriate  cases 
before  the  BRB  and  the  federal  courts  of  appeals  in  which  an  employer  or 
insurer  claimed  that  compensation  for  claims  under  the  Longshore  and  Harbor 
Workers'  Compensation  Act  (LHWCA)  should  be  paid  out  of  the  special  fund  under 
S  8(f)  of  the  LHWCA  as  well  as  appearing  before  the  OALJ  in  all  defensible 
cases.   SOL  also  represented  the  Director  in  many  cases  involving  important 
legal  issues,  including  cases  dealing  with  the  interpretation  of  statutory 
terms  "navigable  water"  and  "adjoining  area, "  which  determina  whether  an 
injury  occurred  at  a  covered  situs.   SOL  participation  in  appeals  to  the 
Employees'  Compensation  Appeals  Board  (ECAB)  under  the  Federal  Employees' 
Compensation  Act  (FECA)  will  increase  somewhat  and  participation  will  be 
necessary  in  even  more  difficult  cases  as  issues  reach  the  ECAB  as  a  result  of 
actions  taken  pursuant  to  OWCP ' s  periodic  roll  review.   SOL  will  continue  to 
determine  claimB  under  the  FTCA  and  to  assist  the  Department  of  Justice  in 
defending  FTCA  suits. 
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Other  COL  Programs 

Employment  n   Training  (21  FTE) 

SOL  continues  support  for  the  Employment  and  Training  Administration 
(ETA)  in  its  implementation  of  the  Job  Corps  build-up,  school -to -work, 
one-stop  shopping,  comprehensive  dislocated  worker  assistance  and  other  new 
initiatives.   A  substantial  amount  of  time  continues  to  be  spent  considering 
and  providing  technical  support  related  to  Administration  and 
congressional  initiatives  to  reengineer  and  consolidate  employment  and 
training,  including  employment -based  immigration  programs.   Special  efforts 
were  made  in  providing  legal  services  to  initiatives  seeking  ways  to  enhance 
the  protections  afforded  United  States  workers  in  occupations  where  foreign 
labor  is  being  imported.   SOL  will  support  ETA  in  its  "UI  Performs"  initiative 
to  assist  the  States  in  achieving  optimum  performance  in  their  unemployment 
compensation  programs.   SOL  will  also  provide  advice  on  protecting 
unemployment  compensation  funds  to  assure  their  availability  to  pay  the  claims 
of  those  individuals  unemployed  through  no  fault  of  their  own.   These 
activities  require  legal  advisory  services  from  SOL  under  very  tight  time 
constraints.   In  addition,  professional  staff  participation  on  the  policy  and 
rulemaking  teams  requires  a  significant  amount  of  time.   The  workload  related 
to  the  ongoing  work  of  ETA  also  continues.   SOL  also  continues  to  litigate 
cases  arising  under  ETA's  various  programs  and  was  involved  in  regulatory 
activity,  particularly  in  the  areas  of  unemployment  insurance  and 
employment -based  immigration.   Several  significant  settlements  and  judgments 
have  been  achieved  already  this  year,  including  a  $2.5  million  settlement  in  a 
CETA  case  involving  indirect  cost  charging.   The  regulatory  workload 
statistics  are  lower  than  projected,  due  to  a  change  in  the  counting  process 
--  each  step  in  the  development  of  a  proposed  rule,  final  rule,  etc.,  is  no 
longer  treated  as  a  separate  action;  and  notification  documents  are  treated  as 
opinion  and  advice  work.   In  addition,  because  of  the  uncertainty  about  the 
requirements  of  the  proposed  workforce  development  legislation,  several 
regulatory  projects  have  been  put  "on  hold".   Litigation  workload  is  projected 
to  decrease  24.8%  from  826  cases  received  in  FY  1995  to  an  estimated  621  cases 
in  FY  1996.   This  decrease  is  entirely  due  to  a  further  decrease  in  cases 
filed  before  the  Board  of  Alien  Labor  Certification  Appeals,  an  area  in  which 
SOL  does  not  actively  participate.   Cases  in  the  areas  in  which  SOL  is  an 
active  participant  remain  at  the  same  levels. 

ILAB  (5  FTE) 

SOL  will  be  called  upon  to  provide  legal  services  involving  the 
increasing  international  affairs  responsibilities  of  the  Department,  as 
delegated  to  the  Bureau  of  International  Labor  Affairs  (ILAB) .   SOL  attorneys 
will  assist  in  enforcing  and  developing  cooperative  programs  resulting  from 
the  North  American  Free  Trade  Agreement  (NAFTA)  and  serve  on  interagency 
committees  engaged  in  the  extension  of  the  NAFTA.   Also,  SOL  will  provide 
legal  guidance  in  support  of  the  Overseas  Private  Investment  Corporation 
(OPIC)  and  legal  services  to  ILAB  in  support  to  the  successor  to  the  GATT,  the 
World  Trade  Organization  (WTO) ,  and  the   International  Labor  Organization 
(ILO),  as  well  as  legal  advice  through  the  Tripartite  Advisory  Panel  on 
International  Labor  Standards  (TAPILS)  necessary  for  the  ratification  of  ILO 
conventions.   SOL  will  also  provide  legal  advice  to  assist  emerging 
democracies . 

"House  Counsel  Activities"  (53  FTE) 

The  Office  of  the  Solicitor  also  devotes  a  substantial  number  of  its 
resources  to  performing  "house  counsel"  activities.   These  activities  include: 
work  related  to  the  Freedom  of  Information  Act  (FOIA) ,  the  Privacy  Act,  labor 
relations  for  the  Department,  ethics,  procurement  and  review,  and  preparation 
of  legislation,  testimony,  and  views  statements  on  pending  legislation.   SOL 
also  provides  services  in  Supreme  Court  cases. 
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In  FY  1996,  SOL  will  continue  to  provide  quality  legal  services  under  the 
Federal  Advisory  Committee  Act,  the  Freedom  of  Information  Act,  and  the 
Privacy  Act.   SOL  projects  to  receive  the  same  number  of  cases  in  FY  1996  as 
received  in  FY  1995,  but  will  conclude  somewhat  fewer  as  a  result  of  the 
Government  shutdown.   SOL  will  provide  legal  services  to  advisory  committees 
including  the  Glass  Ceiling  Commission  and  the  Family  and  Medical  Leave 
Commission.   SOL  provided  concentrated  legal  services  to  the  Department  during 
the  Government  shutdown,  especially  relating  to  the  law  of  appropriations. 
SOL  will  provide  legal  services  to  the  Department  with  regard  to  any 
negotiated  rulemaking  that  may  be  undertaken  and  will  participate  in  efforts 
to  expand  the  field  of  Alternative  Dispute  Resolution. 

In  the  labor  relations  area,  SOL  will  continue  to  successfully  represent 
the  Department  in  both  litigation  and  arbitration,  receiving  and  concluding 
substantially  the  same  number  of  cases  during  FY  1996  as  in  FY  1995.   SOL  will 
conduct  training  for  DOL  personnel  in  the  law  of  Federal  sector  employment  and 
employment  discrimination.   SOL  continues  to  provide  ethics  training  to 
approximately  3,000  employees,  including  the  production  of  video-tapes  and 
other  training  materials.   SOL  also  coordinated  the  confidential  financial 
disclosure  reports  throughout  DOL  and  worked  to  finalize  and  publish  DOL's 
supplemental  standards  of  conduct  regulations. 

SOL,  in  partnership  with  DOL  agencies,  will  continue  to  draft  legislation 
as  requested  by  the  Department  and  the  Administration.   SOL  will  provide 
essential  legal  services  to  the  agencies  as  they  provide  testimony  to  the 
Congress . 

SOL  continues  to  provide  advice,  opinion,  regulatory,  and  litigation 
legal  services  to  the  procurement  activities  of  the  Department,  such  as 
serving  on  the  board  which  reviews  proposals  for  noncompetitive  procurement, 
litigating  bid  protests  before  the  Comptroller  General  and  the  General 
Services  Board  of  Contract  Appeals,  and  litigating  contract  disputes  before 
the  Department's  Board  of  Contract  Appeals.   SOL  continues  to  be  unable  to 
satisfy  concerns  raised  by  the  Inspector  General  about  the  quality  of  DOL 
grant  and  contract  awards  and  determinations  at  present  staffing  levels.   The 
result  is  that  SOL  becomes  involved  in  many  contract  actions  only  after  they 
have  become  disputes. 

SOL  continues  to  serve  on  various  intradepartmental  working  groups, 
primarily  in  the  areas  of  immigration  and  farm  labor. 

SOL  continues  to  provide  services  in  Supreme  Court  cases  in  which  the 
Department  is  a  party,  has  been  asked  to  provide  its  views  by  the  Court  or 
otherwise  has  an  interest.   In  FY  1996,  SOL  will  receive  50  higher  level 
appellate  matters  and  will  conclude  45. 

SOL  continues  to  provide  support  to  the  Secretary's  certification  of 
employee  protection  arrangements  pursuant  to  the  Federal  Transit  Act. 

FY  1995 

In  FY  1995,  SOL'S  budget  was  $70,046,000  and  744  FTE .   SOL  gave  priority 
to  providing  SOL  staff  with  new  technology  and  systems  by  upgrading  its 
equipment  and  making  wider  use  of  more  advanced  communications  technology. 
Funding  for  the  Enforcement  Automation  activity  in  FY  1995  totalled  $2,000,000 
and  was  used  exclusively  by  SOL  to  develop  and  enhance  its  ADP  automation 
systems  in  order  to  increase  the  efficiency  and  productivity  of  its  compliance 
assistance  personnel.   In  this  regard,  in  FY  1995  SOL  began  development  of  new 
ADP  systems  and  enhancement  of  its  existing  ADP  systems  in  order  to  (1)  access 
DOL  client  agency  databases  and  data  systems  which  had  been,  or  were  being, 
developed  in  order  to  provide  direct  input  of  inspection  and  investigation 
data, by  enforcement  staff;  (2)  share  information  among  SOL  offices;  and  (3) 
share  case-related  information  from  the  beginning  of  an  investigation.   One 
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national  office  and  two  regional  offices  were  the  first  offices  hooked  up  to 
the  SOL  network,  as  a  test  pilot. 

SOL  continued  to  support  the  Secretary's  goals  by  providing  legal 
services  to  the  client  agencies  as  they  work  toward  their  goals.   In  FY  1995, 
SOL  received  19,962  -saes  and  concluded  22,595  cases.   This  represented  a 
decrease  of  3,018  cases  received  and  a  decrease  of  4,878  cases  concluded  from 
FY  1994.   Overall,  the  pending  caseload  decreased  to  30,961  cases,  a  decrease 
of  5,894  cases  from  FY  1994. 

Enforcement  Programs 

OSHA  (172  FTP) 

Although  the  total  number  of  litigation  cases  received  in  FY  1995  (4,008) 
decreased  from  the  preceding  year,  the  cases  which  SOL  litigated  continued  to 
present  complex  and  challenging  legal  issues,  as  a  result  of  OSHA's  continued 
focus  on  significant  health  and  safety  hazards.   Lead  in  construction, 
tuberculosis,  confined  spaces,  lock-out/tag-out,  and  falling  hazards  were 
particular  areas  of  OSHA  and  SOL  emphasis.   In  addition,  OSHA's  "focused 
inspections"  in  construction  presented  many  cases  dealing  with  the  issues  of 
falling  hazards,  struck-by  hazards,  trenching  and  electrocution  hazards. 

Wage  and  Hour  (12  2  FTE) 

A  heavy  trial  and  appellate  litigation  caseload  continued  in  the  Wage  and 
Hour  programs  as  cases  became  more  complex,  resulting  in  some  multi-million 
dollar  judgments.   The  emphasis  has  been  on  cases  involving  low-wage  workers 
(such  as  those  in  agriculture,  janitors,  guards,  and  the  garment  industry)  and 
egregious  violators.   New  cases  were  filed  under  the  Family  and  Medical  Leave 
Act  (FMLA) ;  in  addition,  the  first  case  went  to  trial  and  SOL  participated  in 
the  first  FMLA  case  to  go  to  the  Court  of  Appeals.   SOL  obtained  a  number  of 
injunctions  against  contractors  and  manufacturers  in  the  garment  industry,  and 
as  a  part  of  the  garment  task  force,  participated  in  the  development  of  a 
"retail  policy"  to  encourage  monitoring  and  increase  compliance.   SOL  also 
continued  to  participate  in  an  interagency  committee  which  to  explore  ways  to 
protect  agricultural  workers.   Finally,  SOL  is  litigating  a  number  of 
significant  programs  in  the  H-1A  (non- immigrant  nurses)  and  H-1B  (non- 
immigrant specialty  workers)  programs,  and  reached  major  settlements  of  an 
unprecedented  nature. 

Significant  regulatory  activity  also  took  place.   SOL  provided 
substantial  assistance  in  the  promulgation  of  final  regulations  in  the  H-1B 
non- immigrant  program,  and  under  the  Family  and  Medical  Leave  Act,  as  well  as 
rules  necessary  to  implement  the  Federal  Acquisition  Reform  Act.   Proposed 
rules  were  issued  under  Executive  Order  12933,  giving  workers  on  government 
service  contracts  a  right  of  first  refusal  for  employment. 

OFCCP  and  Civil  Rights  Enforcement  (49  FTE) 

In  FY  1995,  SOL  continued  to  support  the  Office  of  Federal  Contract 
Compliance  Programs  (OFCCP)  through  an  extensive  litigation  program.   SOL 
received  200  cases  in  FY  1995,  compared  with  193  in  the  previous  year. 
Continuing  with  the  joint  OFCCP/SOL  initiative  begun  in  FY  1993  to  bring 
enforcement  actions  against  contractors  who  have  violated  their  conciliation 
agreements  with  OFCCP,  SOL  filed  complaints  against  four  contractors  and 
completed  two  trials  under  the  expedited  hearing  procedures,  with  one 
resulting  in  a  consent  debarment  of  180  days.   Concurrent  with  the  handling  of 
its  expedited  cases,  SOL  also  invested  significant  resources  in  the  litigation 
of  a  number  of  aged  cases  remanded  by  the  Office  of  Administrative  Appeals 
(OAA)  to  the  Office  of  Administrative  Law  Judges  for  additional  proceedings  on 
jurisdictional  and  evidentiary  issues.   Also,  SOL  negotiated  back  pay 
settlements  totaling  $2,291,845,  affecting  thousands  of  employees/applicants 
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and  hundreds  of  jobs.  The  negotiated  settlement  in  St.  Regis,  a  case  decided 
in  FY  1994  pursuant  to  the  Secretary's  initiative  to  reduce  the  backlog  in 
OAA,  accounted  for  approximately  half  of  the  total  back  pay  obtained  by  SOL 
during  this  fiscal  year. 

The  high  level  of  rulemaking  activity  begun  during  FY  1994  continued 
through  FY  1995.   A  final  rule  making  technical  revisions  to  the  regulations 
implementing  the  affirmative  action  provisions  of  the  Vietnam  Era  Veterans' 
Readjustment  Assistance  Act  of  1974  (VEVRAA)  was  published  during  the  year. 
Two  additional  regulatory  packages  were  submitted  to  OMB  for  review  --  (1)  a 
proposed  rule  under  Executive  Order  11246  to  strengthen  recordkeeping 
requirements,  provide  more  flexible  enforcement  tools,  and  remove  unnecessary 
paperwork  and  other  burdens  and  (2)  a  final  rule  under  Section  503  of  the 
Rehabilitation  Act  of  1973  to  conform  legal  standards  under  that  law  to  those 
applied  under  the  Americans  with  Disabilities  Act.   SOL  also  participated  with 
OFCCP  in  extensive  activities  intended  to  gather  public  input  for  further 
rulemaking  under  Executive  Order  11246,  including  four  "grass  roots"  meetings 
around  the  country  to  discuss  potential  changes  to  the  written  affirmative 
action  program  requirements,  and  meetings  in  Washington  with  employer  and 
protected  group  representatives  to  discuss  a  number  of  ideas  for  improving 
enforcement  while  reducing  burdens  on  contractors. 

PWBA  (83  FTE) 

Although  a  health  care  initiative  was  not  enacted  by  the  103rd  Congress, 
health  care  reform  continued  to  dominate  the  legislative  agenda  in  FY  1995. 
SOL  continued  to  provide  technical  assistance  on  reform  legislation.   SOL  also 
provided  technical  assistance  on  legislative  proposals  to  revise  ERISA's  pre- 
emption of  State  health  reform  initiatives. 

Expansion  of  the  ERISA  decentralization  effort  to  all  SOL  regions,  begun 
in  FY  1994,  became  fully  operational  in  FY  1995.   The  decentralization  effort 
enabled  the  investigators  and  attorneys  to  work  more  closely  with  each  other 
and  the  early  coordination  should  increase  the  efficiency  of  the  enforcement 
efforts  in  ERISA.   PWBA  gained  greater  investigative  experience  in  the 
significant  issue  enforcement  strategy,  which  concentrated  at  least  40%  of  all 
investigative  activity  into  two  main  areas  --  professional  financial  managers 
of  pension  plans  and  service  providers  to  welfare  plans.   As  a  result,  the 
size  and  complexity  of  cases  referred  to  SOL  also  increased.   In  FY  1995,  SOL 
received  509  ERISA  cases,  compared  to  398  received  in  FY  1994. 

Interest  in  annuities  and  Multiple  Employer  Welfare  Arrangements  (MEWAs) , 
both  of  which  fall  within  the  "significant  issue"  strategy,  continued  to 
generate  intensive  litigation  during  FY  1995.   Additionally,  a  pilot  program 
begun  three  years  ago  for  expedited  filing  of  certain  MEWA  cases  was  expanded 
in  FY  1995.   This  program  pairs  SOL  attorneys  with  PWBA  investigators  at  the 
beginning  of  an  appropriate  MEWA  investigation  so  that  the  case  can  be 
processed  directly  from  investigation  to  litigation.   This  approach  saved  time 
and  paperwork  and  resulted  in  more  focused  investigations  and  more  efficient 
litigation. 

MSEA. (75  FTE) 

In  order  to  implement  the  ACRI  program  (Alternate  Case  Resolution 
Initiative) ,  SOL  participated  in  and  coordinated  formal  training  for  over  40 
Conference  Litigation  Representatives  (CLRE's)  who,  at  the  end  of  the  fiscal 
year,  began  to  handle  selected  cases  under  SOL  supervision.   Recommendations 
were  implemented  that  were  developed  in  conjunction  with  MSHA  to  streamline 
the  case  processing  of  discrimination  cases,  complex  cases  and  multiple 
litigation  cases.   SOL  continued  to  provide  extensive  support  to  federal 
criminal  prosecutors  in  handling  in  these  cases.   Near  record  fines  and  jail 
sentences  were  imposed  in  the  Southmountain  case.   The  Abnormal  White  Center 
(AWC)  litigation  was  decided  adversely  to  the  Secretary  at  the  administrative 
trial  level  and  was  the  subject  of  voluminous  and  multiple  briefs  and  oral 
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arguments  before  the  Federal  Mine  Safety  and  Health  Review  Commission.   The 
rights  of  non-union  miners  to  choose  a  representative  for  Mine  Act  purposes, 
the  scope  and  test  for  unwarrantable  failure  violations  and  "knowing" 
violations  committed  or  directed  by  agents  of  operators  were  also  the  subject 
of  appellate  briefs  filed  in  the  federal  courts. 

In  the  regulatory  area,  SOL  assisted  MSHA  in  several  proposed 
rulemakings,  including  procedures  to  accept  approval  of  recognized  independent 
laboratories  and  improved  standards  for  use  and  handling  of  explosives  in 
metal -non-metal  mines.   A  final  rule  was  issued  to  revise  and  streamline  rules 
for  NIOSH  respirator  approval.   Additionally,  SOL  assisted  MSHA  in 
establishing  a  process  whereby  significant  policy  statements  were  published  in 
the  Federal  Register  to  permit  the  public  to  offer  their  views  on  the 
contemplated  policy  revision.   Several  policy  revisions  were  published  to  gain 
comments  under  this  system.   SOL  also  assisted  MSHA  in  a  variety  of  proposals 
to  reinvent  and  reform  the  regulatory  process. 

OLMS  and  VETS  Enforcement  (20  FTE) 

In  FY  1995,  SOL  continued  to  engage  in  litigation  and  litigation  support 
on  complaints  about  union  officer  elections  filed  by  union  members  pursuant  to 
Section  402(a),  improper  trusteeships  pursuant  to  Section  304(a)  persuader 
reporting  cases  under  Section  203  of  the  LMPDA,  and  similar  cases  under  the 
CSRA.   In  FY  1995,  SOL  received  252  OLMS  and  VETS  cases  and  concluded  265 
cases . 

Additionally,  SOL  continued  to  provide  legal  support  to  the  benefits 
programs  of  the  Veterans  Employment  and  Training  Service,  such  as  special 
programs  for  service  members  displaced  by  defense  downsizing,  the  Local 
Veterans'  Employment  Representative  and  Disabled  Veterans'  Outreach  Programs, 
Job  Training  Partnership  Act  programs  for  veterans,  and  veterans'  job  training 
programs  funded  by  the  Department  of  Defense.   SOL  also  assisted  the  Veterans' 
Employment  and  Training  Service  (VETS)  in  its  new  enforcement  responsibilities 
under  the  recently  enacted  Uniformed  Services  Employment  and  Reemployment 
Rights  Act  of  1994.   SOL  and  VETS  staff  jointly  developed  and  provided 
training. 

Benefits  Programs 

Black  Lung  (64  FTE) 

In  FY  1995,  less  SOL  support  was  needed  for  black  lung  entitlement 
litigation.   SOL  took  a  reduction  of  three  FTE  in  conjunction  with  the 
reductions  in  black  lung  resources  at  OWCP,  the  OALJ,  and  the  BRB.   SOL 
continued  to  participate  in  all  appeals  where  the  Black  Lung  Disability  Trust 
Fund  was  potentially  liable  for  benefit  payments  and  in  responsible  operator 
cases  that  raised  issues  of  particular  importance  to  the  administration  of  the 
Act.   SOL  also  continued  to  enforce,  in  Federal  District  Court,  final  orders 
directing  that  coal  companies  pay  benefits  to  entitled  miners,  their 
dependents  and  survivors.   SOL  also  represented  the  interests  of  the  Trust 
Fund  in  bankruptcy  cases.   During  FY  1995,  SOL  participated  in  a  total  of  147 
enforcement  cases . 

Longshore.  FECA  and  FTCA  (41  FTE) 

In  FY  1995,  SOL  filed  briefs  in  those  cases  under  the  Longshore  and 
Harbor  Workers'  Compensation  Act  (LHWCA)  before  the  OALJ  in  which  the  defenses 
to  liability  of  the  special  fund  under  section  8(f)  were  available,  and 
participated  in  all  cases  before  the  BRB  and  the  court  of  appeals  involving 
section  8(f),  as  well  as  in  cases  involving  novel  or  important  issues.   In 
addition,  in  1995,  SOL  successfully  litigated  cases  in  the  First  and  Fourth 
Circuit  to  collect  over  $5  million  in  assessments  owed  to  the  special  fund  by 
two  employers.   SOL  continued  to  monitor  and  to  participate  in  a  limited 
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number  of  cases  involving  the  application  of  section  33 (g)  of  the  LHWCA  to 
long-pending  claims  based  on  workers'  exposure  to  asbestos;  and  SOL's  legal 
arguments  prevailed  with  respect  to  several  related  issues  before  the  BRB  and 
the  courts  of  appeals.   As  predicted,  the  number  of  appeals  to  the  Employees' 
Compensation  Appeals  Board  (ECAB)  in  which  SOL  participation  was  warranted 
increased  substantially.   SOL  recovered  over  $4,166,000  in  refunds  and 
$18,812,500  in  credits  against  future  FECA  compensation  payments  under  FECA 
sections  8131  and  8132  in  FY  1995. 

Other    D<1T.     V-rnqr-xma 

Employment  and  Training  (23  FTE) 

SOL  continued  support  for  the  Employment  and  Training  Administration 
(ETA)  in  its  implementation  of  the  Job  Corps  build-up,  school -to-work, 
one-stop  shopping,  comprehensive  dislocated  worker  assistance  and  other  new 
initiatives.   These  new  activities  required  legal  advisory  services  from  SOL 
under  very  tight  time  constraints.   In  addition,  professional  staff's 
participation  on  policy  and  rulemaking  teams  required  a  significant  amount  of 
time.   The  workload  related  to  the  ongoing  work  of  ETA  also  continued.   SOL 
was  involved  in  providing  support  and  advice  in  implementation  of  recent 
amendments  to  the  Job  Training  Partnership  Act  (JTPA) .   SOL  also  provided 
advice  on  the  use  of  employment  security  grant  funds  and  other  employment 
security  funds  to  assist  the  States  in  conducting  voter  registration 
activities  at  State  employment  security  offices  under  the  National  Voter 
Registration  Act.   ETA  relied  on  SOL's  advice  in  implementing  a  new 
requirement  that  States  allow  unemployment  compensation  claimants  to  have 
Federal  taxes  withheld  from  their  benefits.   SOL  also  continued  to  litigate 
cases  arising  under  ETA's  various  programs  and  was  involved  in  regulatory 
activity,  particularly  in  the  areas  of  unemployment  insurance  and 
employment-based  immigration.   The  regulatory  workload  statistics  were  lower 
than  projected,  due  to  a  change  in  the  counting  process  --  each  step  in  the 
development  of  a  proposed  rule,  final  rule,  etc.,  was  no  longer  treated  as  a 
separate  action;  and  notice  documents  were  treated  as  opinion  and  advice  work. 
Litigation  workload  decreased  slightly  from  727  cases  received  in  FY  1994  to 
604  cases  received  in  FY  1995.   This  decrease  was  due  entirely  to  a  decrease 
in  cases  filed  before  the  Board  of  Alien  Labor  Certification  Appeals,  an  area 
in  which  SOL  did  not  actively  participate.   Cases  in  the  areas  in  which  SOL 
was  an  active  participant  remained  at  the  same  levels. 

ILAB  (5)  FTS 

SOL  continued  to  provide  legal  services  in  support  of  the  increasing 
international  affairs  responsibilities  of  the  Department,  as  delegated  to  the 
Bureau  of  International  Labor  Affairs.   SOL  attorneys  provided  assistance  in 
the  enforcement  and  development  of  cooperative  programs  resulting  from  the 
North  American  Free  Trade  Agreement  (NAFTA) ,  the  GATT,  the  World  Trade 
Organization  (WTO)  and  the  Overseas  Private  Investment  Counsel  (OPIC) ,  and 
served  on  interagency  committees  engaged  in  the  extension  of  NAFTA. 

"House  Counsel"  Activities  (56  FTE) 

In  FY  1995,  a  high  demand  for  support  in  many  of  the  "house  counsel" 
activity  areas  continued.   It  was  SOL's  goal  that  all  Department  of  Labor 
employees  be  in  full  compliance  with  all  statutes  and  regulations  governing 
ethics,  and  that  DOL  comply  with  all  the  requirements  imposed  by  the  White 
House,  the  Office  of  Government  Ethics  (OGE) ,  and  other  agencies  having  ethics 
responsibilities.   SOL  continued  to  ensure  that  DOL  employees  received  the 
required  ethics  and  conduct  orientation  and  training  related  to  financial 
disclosure  forms.   SOL  prepared  two  employee  bulletins  on  outside  activities 
and  gifts  and  published  two  additional  ones  on  misuse  of  position  and 
conflicts  of  interest. 
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SOL  continued  to  prepare  and  clear  legislative  reports  and  testimony  and 
also  drafted  and  cleared  through  the  Department  and  0MB  other  proposals  which 
were  contained  in  the  Department's  own  legislative  program  or,  when 
appropriate,  as  are  requested  by  the  Congress.   SOL  also  continued  in  the 
implementation  of  the  1994  Procurement  Reform  Act. 

SOL  continued  to  provide  advice,  opinion,  regulatory,  and  litigation 
legal  services  to  the  Department's  procurement  activities,  such  as  serving  on 
the  board  which  reviews  proposals  for  noncompetitive  procurement,  litigating 
bid  protests  before  the  Comptroller  General  and  the  General  Services  Board  of 
Contract  Appeals,  and  litigating  contract  disputes  before  the  Department's 
Board  of  Contract  Appeals.   SOL  was  unable  to  satisfy  concerns  raised  by  the 
Inspector  General  about  the  quality  of  DOL  grant  and  contract  awards  and 
determinations  at  present  staffing  levels.   The  result  was  that  SOL  became 
involved  in  many  contract  actions  only  after  they  had  become  disputes.   This 
prevented  SOL  from  advising  on  preventative  measures  that  could  have  be  taken 
to  avoid  the  disputes.   SOL  continued  to  serve  on  various  intradepartmental 
working  groups,  primarily  in  the  areas  of  immigration  and  farm  labor. 

Continued  support  was  provided  for  the  Secretary's  certification  of 
employee  protection  arrangements  pursuant  to  the  Federal  Transit  Act. 

For  all  areas,  SOL  continued  to  provide  services  in  Supreme  Court  cases 
in  which  the  Department  was  a  party,  had  been  asked  to  provide  its  views  by 
the  Court  or  otherwise  had  an  interest.   On  October  7,  1994,  consistent  with 
SOL'S  suggestion,  the  Supreme  Court  granted  certiorari  in  an  important  ERISA 
preemption  case.   SOL  argued  to  the  Court  in  that  case  that  ERISA  did  not 
preempt  New  York  laws  that  imposed  surcharges  on  hospital  rates  for  certain 
third-party  payors.   On  September  24,  1994,  the  Supreme  Court  granted  SOL'S 
petition  for  certiorari  in  a  Longshore  case,  in  which  SOL  argued  that  the 
Director,  OWCP,  had  standing  to  petition  for  review  of  BRB  rulings  regardless 
of  whether  they  affected  the  Director's  pecuniary  or  other  "administrative" 
interests.   In  another  Longshore  case,  the  Department  argued  that  benefits 
could  be  modified  based  on  any  changes  in  condition,  not  just  a  physical 
change.   The  Department  was  not  successful  in  the  standing  case,  but  prevailed 
in  the  modification  case.   SOL  received  73  and  conclude  48  higher  level 
appellate  matters  during  FY  1995. 
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Changes  for  FY  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increase  effective  in 

January  1996 $321 

Pay  raise  effective  in  January  1997 1,137 

Federal  Employees  '  Retirement  System 59 

Travel  and  transportation  of  persons 24 

GSA  space  rental 167 

Communications,  utilities  and  miscellaneous  charges 16 

Advisory  and  assistance  services 

Other  services 11 

Working  Capital  Fund 7  9 

Purchase  of  goods  and  services  from  government  accounts...  6 

Operation  and  maintenance  of  equipment 28 

Supplies  and  materials 15 

Equipment  purchases 4 

Federal  Employees •  Compensation  Act  (FECA) -113 

Total  Built-in +$1,761 

Net  Program +$1,  677 

Direct  FTE +13 


Legal  Services 


DK-55 


Proposal :   To  provide  $2,040,000  and  23  FTE  to  support  immigration  reform."" 

Rationale:   Recent  reports  by  the  President  and  the  U.S.  Commission  on     * 
Immigration  Reform  recognize  that  enforcement  of  labor  standards  requirements 
is  an  important  component  in  an  effective  strategy  to  combat  illegal 
immigration.   Employment  opportunity  is  the  major  incentive  to  such  illegal 
immigrants.   Employers  in  turn  have  an  incentive  to  hire  such  immigrants  if 
there  is  not  strong  labor  standards  enforcement  since  such  workers  are 
frequently  willing  to  work  for  less,  and  under  worse  conditions,  than  American 
workers.   Furthermore,  such  unauthorized  workers,  who  are  not  legally  in  the 
United  States,  are  unlikely  to  report  violations  to  the  government  or  to 
cooperate  in  enforcement  efforts  because  of  fear  of  deportation.   In  areas  and 
industries  with  high  numbers  of  unauthorized  workers,  a  correlation  has  been 
demonstrated  between  unauthorized  employment  and  labor  standards  violations. 

Effective  enforcement  of  the  law  cannot  take  place  without  a  demonstrated 
willingness  by  the  Department  to  take  judicial  enforcement  action  in 
appropriate  cases.   This  is  becoming  increasingly  difficult  as  enforcement 
resources  have  been  stretched  more  and  more,  while  new  responsibilities  have 
been  added.   Experience  has  demonstrated  that  cases  involving  unauthorized 
workers  can  be  particularly  difficult  to  litigate  and  resolve  because  of  the 
difficulties  in  gaining  the  cooperation  of  the  workers.   Furthermore, 
employers  in  industries  such  as  the  garment  industry  and  agriculture  often 
attempt  to  evade  the  law  by  disappearing  or  changing  corporate  identity.   The 
filing  of  suits  to  seek  temporary  restraining  orders  or  preliminary 
injunctions,  which  are  particularly  resource-intensive,  is  sometimes  necessary 
to  deal  with  urgent  situations  such  as  the  continuation  of  hazardous  or 
unsanitary  housing  conditions  in  agriculture,  or  to  obtain  an  injunction  to 
stop  illegal  shipment  of  "hot  goods"  (goods  produced  in  violation  of  the  law) . 

The  Wage-Hour  division  of  the  Employment  Standards  Administration  envisions 
assigning  additional  FTE  to  district  offices  in  the  New  York,  Atlanta, 
Chicago,  Dallas,  and  San  Francisco  regions  as  part  of  the  Department's 
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strategy  to  combat  illegal  immigration  through  increased  enforcement  of  labor 
standards.   Increases  in  SOL  staff  in  these  regions  will  be  necessary  to 
pursue  litigation  where  compliance  cannot  be  obtained  and  in  egregious  cases 
where  there  has  been  a  history  of  violations.   Targeted  industries  include 
agriculture,  construction,  garment  manufacturing,  eating  and  drinking 
establishment,  hotels  and  motels,  and  domestic,  janitorial  and  guard  services. 

The  SOL  attorneys  would  be  allocated  proportionately  to  the  Wage-Hour 
Division's  increases  in  the  affected  regions.   One  attorney  is  requested  for 
the  national  office  to  litigate  those  cases  which  will  be  appealed,  either  by 
the  Department  or  the  employer.   No  additional  managerial  staff  are  requested. 
The  managing  attorney,  when  fully  trained,  would  be  able  to  handle  additional 
cases,  and  would  free  up  experienced  attorneys  to  handle  the  more  complex 
cases . 

proqr?Tn  Effects:   The  effect  of  enhanced  enforcement  from  investigation 
through  the  filing  of  law  suits  and  judgments,  will  help  promote  voluntary 
compliance,  while  payment  of  back  wages  and  civil  money  penalties  will  reduce 
the  economic  incentive  for  the  employment  of  illegal  workers. 

Base: 

FTE:  698  Estimate:   S66. 051. 000 

Program  Increase: 

FTE:  +23  Estimate:   +S2. 040. 000 


Proposal:    To  provide  $1,323,000  and  17  FTE  for  the  401(k)  initiative. 

Rationale:   With  the  explosion  in  the  number  of  employees  who  invest  in  401 (k) 
plans  for  retirement,  there  has  been  an  exponential  increase  in  the  number  of 
complaints  received  by  PWBA  regarding  irregularities.   An  investigation 
revealed  that  employers  were  failing  to  properly  invest  employee 
contributions.   Often,  the  employers  diverted  these  targeted  funds  for  other 
purposes  such  as  stemming  off  financial  difficulties.   Also,  the  investigation 
revealed  that  funds  intended  for  health  benefits  were  being  similarly  diverted 
and  misused.   With  increased  resources,  PWBA  will  aggressively  investigate  and 
pursue  identified  abuses  associated  with  employee  contributions.   The  addition 
of  17  attorneys  will  allow  SOL  to  play  an  integral  part  in  rectifying  past 
mistakes  and  curbing  future  abuse.   SOL  will  conduct  all  civil  litigation 
arising  from  this  project.   This  will  not  only  include  civil  suits  filed  under 
ERISA  seeking  recovery  of  plan  assets  or  disgorgement  of  unjust  enrichment, 
but  also  enforcing  administrative  subpoenas  against  employers  and  others  who 
fail  to  respond  to  appropriate  requests  for  information  as  well  as  appearing 
in  various  bankruptcy  proceeding  to  protect  the  claims  of  employees  to  their 
401 (k)  money.   Experience  in  other  enforcement  areas  has  demonstrated  that 
potential  defendants  are  more  likely  to  voluntarily  settle  claims  when  an 
attorney  is  present. 

proTrflm  Effects:  An  increased  enforcement  presence  among  the  regulated 
community  will  alert  employers  that  employee  contributions  to  pension  plans 
are  not  to  be  abused.   Voluntary  compliance  with  401 (k)  and  health  care  plan 
contributions  will  ensure  that  funds  and  services  will  be  provided  to 
employees  as  they  expect. 

Base: 

FTE:    &H  Estimate:       S66.051.000 

Program  Increase: 

FTE:  +17  Estimate:   +S1.323.000 
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Proposal:   To  reduce  27  FTE  and  $961,000. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   The  reduction  will  be  achieved  through  streamlining 
initiatives  resulting  in  the  elimination  of  several  layers  of  administrative 
review,  with  no  effect  on  SOL ' s  workload  (27  FTE) .   These  reductions  will  be 
taken  in  the  following  areas:   MSHA  (2  FTE);  Wage  and  Hour  (3  FTE);  PWBA  (2 
FTE);  OFCCP  (2  FTE);  OSHA  (4  FTE);  Black  Lung  (1  FTE);  Longshore  (2  FTE);  FECA 
(2  FTE);  FTCA  (1  FTE);  ETA  (2  FTE);  Legislation  and  Special  Projects  (1  FTE); 
Ethics  (1  FTE);  Administrative  Law  (1  FTE);  OLMS/ILAB  (2  FTE)  and  SASCL  (1 
FTE)  . 

Base  : 

FTE:  6_9_S  Estimate:   S66.051.000 

Program  Decrease: 

FTE:  -22  Estimate:     -S961.000 


Proposal :   To  reduce  administrative  expenses  by  $725,000. 

Rationale:   To  comply  with  the  reduction  requirements  of  Executive  Order 
12837. 

P^og-i^Tn  Effects:   A  reduction  of  $725,000  will  be  achieved  through  savings 
resulting  from  reinvention  actions  in  the  areas  of  travel,  space  rental, 
contract  services,  and  purchase  of  supplies  and  equipment. 

Base: 

FTE:  698  Estimate:   $66.051.000 

Program  Decrease: 


FTE:  Estimate:     -S725.000 


DM- 5  8 


1204 


U.S.  DEPARTMENT  OF  LABOR 
DEPARTMENTAL  MANAGEMENT 
LEGAL  SERVICES 
LITIGATION  WORKLOAD 


PROGRAM 
MS  HA 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

WAGE  HOUR 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

PWBA 

Pending  10/1 
Received 
•Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

OFCCP 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

OSHA 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 


FY1995 

FY  1996 

FY  1997 

AQXUAL 

ESTIMATE 

ESTIMATE 

8,925 

8,144 

7,907 

3,510 

3,285 

2,857 

4,291 

3,522 

3,411 

8,144 

7,907 

7,353 

23 

27 

26 

65.5 

58.5 

56.5 

3.602 

3,018 

1,962 

2,059 

1,772 

2,434 

2,643 

2,828 

3,287 

3,018 

1,962 

1,109 

14 

8 

4 

110.0 

119.0 

140.0 

766 

791 

807 

509 

452 

559 

484 

436 

524 

791 

807 

842 

20 

22 

19 

75.2 

67.2 

82.2 

280 

326 

364 

200 

167 

152 

154 

129 

114 

326 

364 

402 

25 

34 

42 

31.7 

29.7 

27.9 

4,553 

3,788 

3,117 

4,008 

2,956 

2.878 

4,773 

3,627 

3,441 

3,788 

3,117 

2,554 

10 

10 

9 

147.4 

125.8 

121.8 
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PROGRAM 
DOL-OTHER 

Pending  10/1 
Received 
Participated  in 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

TOTALS 

Pending  10/1 
Received 
Participated  in 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 


FY1995 

FY    1996 

AC_H2&L 

ESTIMATE 

15,468 

14,894 

9,676 

8,953 

4,997 

4,098 

10,250 

8,858 

14,894 

14,989 

5 

2 

107.2 

99.4 

33,594 

30,961 

19,962 

17,585 

4,997 

4,098 

22,595 

19,400 

30,961 

29,146 

16 

18 

584.6 

542.1 

FY    1997 


14,989 

9,052 

3,882 

8,545 

15,496 

3 

91.9 


29,146 
17,932 

'(.632 

19,322 

27,756 

17 

560.8 
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U.S.  DEPARTMENT  OF  LABOR 
DEPARTMENTAL  MANAGEMENT 
LEGAL  SERVICES 
OPINIONS  WORKLOAD 


PROGRAM 
MS  HA 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

WAGE  HOUR 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

PWBA 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

OFCCP 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

OSHA 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 


FY1995 

FY  1996 

FY  1997 

ACTUAL 

ESTIMATE 

ESTIMATE 

131 

235 

280 

1,062 

861 

911 

958 

816 

863 

235 

280 

328 

3 

4 

5 

4.5 

4.5 

4.5 

850 

914 

1,002 

1,385 

1,211 

1,701 

1.321 

1,123 

1,853 

914 

1,002 

850 

8 

11 

6 

8.0 

9.0 

11.0 

312 

180 

158 

693 

693 

718 

825 

715 

715 

180 

158 

161 

3 

3 

3 

5.8 

5.8 

5.8 

225 

261 

293 

712 

666 

702 

676 

634 

666 

261 

293 

329 

5 

6 

6 

11.9 

11.9 

11.9 

491 

440 

489 

751 

751 

871 

802 

702 

772 

440 

489 

588 

7 

8 

9 

7.2 

7.2 

7.2 
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U.S.  DEPARTMENT  OF  LABOR 
DEPARTMENTAL  MANAGEMENT 
LEGAL  SERVICES 
OPINIONS  WORKLOAD 


PROGRAM 
POL-OTHER 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 

TOTALS 

Pending  10/1 
Received 
Concluded 
Pending  9/30 
Pending  in  Months 
Attorney  FTE 


FY1995 

FY  1996 

FY  1997 

ACTUAL. 

ESTIMATE 

ESTIMATE 

3,680 

4,099 

4,435 

18,122 

18,773 

18,950 

17,703 

18,437 

18,733 

4,099 

4,435 

4,652 

2 

2 

2 

41.7 

39.2 

35.7 

5,689 

6,129 

6,657 

22,725 

22,955 

23,853 

22,285 

22,427 

23,602 

6,129 

6,657 

6,908 

3 

4 

4 

79.1 

77.6 

76.1 
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U.S.  DEPARTMENT  OF  LABOR 

DEPARTMENTAL  MANAGEMENT 

LEGAL  SERVICES 

STANDARDS/REGULATIONS/WORKLOAD 


FY1995 

FY  1996 

FY  1997 

PROGRAM 

ACTUAL 

REVISED 

ESTIMATE 

MSHA 

Pending  10/1 

22 

23 

22 

Received 

5 

5 

5 

Concluded 

4 

6 

9 

Pending  9/30 

23 

22 

18 

Pending  in  Months 

69 

44 

24 

Attorney  FTE 

5.0 

5.0 

5.0 

WAGE  HOUR 

Pending  10/1 

8 

6 

4 

Received 

13 

18 

15 

Concluded 

15 

20 

15 

Pending  9/30 

6 

4 

4 

Pending  in  Months 

5 

2 

3 

Attorney  FTE 

4.0 

40 

40 

PWBA 

Pending  10/1 

0 

0 

0 

Received 

2 

2 

2 

Concluded 

2 

2 

2 

Pending  9/30 

0 

0 

0 

Pending  in  Months 

0 

0 

0 

Attorney  FTE 

2.0 

2.0 

2.0 

OFCCP 

Pending  10/1 

5 

5 

4 

Received 

1 

5 

5 

Concluded 

1 

6 

5 

Pending  9/30 

5 

4 

4 

Pending  in  Months 

60 

8 

10 

Attorney  FTE 

3.3 

33 

3.3 

OSHA 

Pending  10/1 

31 

31 

32 

Received 

2 

6 

7 

Concluded 

2 

5 

5 

Pending  9/30 

31 

32 

34 

Pending  in  Months 

186 

77 

82 

Attorney  FTE 

15.0 

150 

15.0 
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FY1995 

FY  1996 

FY  1997 

PROGRAM 

ACTUAL 

REVISED 

ESTIMATE 

DOL-OTHER 

Pending  10/1 

109 

174 

288 

Received 

1,494 

1,491 

1,511 

Concluded 

1,429 

1.377 

1.295 

Pending  9/30 

174 

288 

504 

Pending  in  Months 

1 

2 

5 

Attorney  FTE 

12.7 

130 

12.0 

TOTALS 

Pending  10/1 

175 

239 

350 

Received 

1,517 

1,527 

1,545 

Concluded 

1,453 

1,416 

1,331 

Pending  9/30 

239 

350 

564 

Pending  in  Months 

2 

3 

5 

Attorney  FTE 

42.0 

42.3 

41  3 
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BUREAU  OF  INTERNATIONAL  LABOR  AFFAIRS 
($  In  Thousands) 

FY  1996  FY  1997                       Difference 

Appropriation  Estimate                       FY96/FY97 

FTE        Amount  FTE         Amount  FTE       Amount 

79         $8,900  79          $9,465  0        +$565 

Introduction 

This  activity  fulfills  the  Department  of  Labor's  (DOL)  international 
responsibilities.   DOL ' s  goals  in  this  area  contribute  to  the  promotion  of  the 
American  worker  through  the  following  functions:   (1)  negotiation  of  U.S. 
multilateral  and  bilateral  trade  agreements;  (2)  participation  in  the 
formation  of  international  trade  and  economic  policy;  (3)  provision  of  policy 
analyses  on  the  labor  market  and  on  the  economic  impact  of  proposals  and 
legislation  relating  to  trade  and  immigration;  (4)  work  to  assure  that  foreign 
countries  exporting  to  the  U.S.  comply  with  worker  rights  provisions  in  U.S. 
trade  law;  (5)  preparation  of  reports  on  child  labor  in  the  production  of 
goods  exported  to  the  United  States  and  provision  of  grants  to  the 
International  Labor  Organization  (ILO)  for  programs  to  eliminate  child  labor 
throughout  the   world;  (6)  participation  in  international  organizations, 
principally  the  International  Labor  Organization  (ILO),  and  the  Organization 
for  Economic  Cooperation  and  Development  (OECD) ;  (7)  delivery  of  technical 
assistance  to  friendly  nations. 

The  Bureau  will  continue  to  have  ongoing  responsibilities  for  the  labor 
supplemental  agreement  to  the  North  American  Free  Trade  Agreement  (NAFTA) . 
Activities  related  to  the  implementation  of  the  labor  side  agreement, 
including  the  operation  of  the  U.S.  National  Administrative  Office  (NAO)  and 
the  development  of  joint  programs  which  enhance  health  and  safety  standards  of 
workers,  improve  the  conditions  for  Mexican  and  American  workers,  and  promote 
enforcement  of  labor  standards  including  worker  rights  and  limitations  on 
child  labor. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 
follows : 

Funding  FTE 

FY  1992 $7,138,000  74 

FY  1993 $7,590,000  73 

FY  1994 $7,942,000  74 

FY  1995 $12,198,000  76 

FY  1996 $8,900,000  79 

FY  1997  Budget  Request 

The  FY  1997  budget  request  is  $9,465,000  and  79  FTE.   This  represents  a 
net  increase  of  $565,000  and  no  FTE  from  the  levels  provided  in  FY  1996.  The 
net  increase  includes  $316,000  in  built-in  increases  in  the  areas  of  personnel 
compensation  and  benefits,  $251,000  in  built-in  increases  for  non-personnel 
services,  and  a  $2,000  decrease  resulting  from  a  reduction  in  the  FECA 
assessment . 

The  Bureau  of  International  Labor  Affairs  (ILAB)  will  continue  to  have 
primary  responsibility  for  U.S.  implementation  of  the  North  American  Agreement 
on  Labor  Cooperation  (NAALC) ,  the  labor  supplemental  agreement  to  the  North 
American  Free  Trade  Agreement  (NAFTA)  with  Mexico  and  Canada.   The  U.S. 
National  Administrative  Office  (NAO) ,  the  domestic  agency  that  is  responsible 
for  coordinating  U.S.  participation  in  the  NAALC,  is  located  within  ILAB.   It 
will  continue  to  provide  information  to  the  public  on  the  implementation  of 
labor  laws  in  Canada  and  Mexico  and  review  submissions  regarding  allegations 
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of  non-enforcement  of  labor  laws  in  these  countries.   The  U.S.  will  continue 
to  make  contributions  to  the  Secretariat  of  the  tri -national  Commission  on 
Labor  Cooperation.   The  NAO  will  coordinate  a  broad  program  of  tri -national 
cooperative  activities  aimed  at  improving  labor  standards,  and  their 
implementation,  in  all  three  countries.    ILAB  will  also  participate  in  the 
activities  of  interagency  working  groups  that  have  been  established  to 
providing  oversight  to  NAFTA  implementation. 

The  FY  1997  request  for  ILAB  includes  $1  million  for  a  grant  to  the 
International  Labor  Organization's  International  Program  on  the  Elimination  of 
Child  Labor  (IPEC)  to  establish  and  administer  programs  to  eliminate  child 
labor  throughout  the  world,  funding  projects  in  Thailand,  the  Philippines, 
Brazil,  and  regions  of  Africa.   ILAB  will  continue  to  promote  the  study  and 
discussion  of  ways  of  eliminating  exploitative  child  labor,  including  holding 
a  seminar  on  commercial  sexual  exploitation  of  children. 

The  Bureau  will  continue  to  lead  annual  reviews  and  investigations  of 
alleged  violations  of  worker  rights  pursuant  to  the  General  System  of 
Preferences  and  other  U.S.  trade  laws.   The  Bureau  will  continue  its 
investigation  into  foreign  industries  and  their  host  countries  which  utilize 
child  labor  in  the  manufacturing  and  mining  of  products  exported  to  the  United 
States . 

The  Bureau  will  continue  to  represent  the  concerns  of  American  workers  in 
international  trade  negotiations.   The  Bureau  will  also  prepare  policy 
analyses  on  the  implications  for  American  workers  of  proposed  trade  promotion 
activities  and  trade  and  investment  initiatives.   The  Bureau  will  continue  to 
prepare  analyses  of  the  impact  on  U.S.  workers  of  international  trade 
agreements  or  programs  such  as  the  NAFTA,  the  Uruguay  Round  of  Multilateral 
Trade  Negotiations,  the  Caribbean  Basin  Initiative,  and  the  Andean  Trade 
Preference  program. 

The  Bureau  has  the  lead  within  the  U.S.  Government  for  U.S.  participation 
in  the  ILO.   ILAB  also  has  the  lead  role  in  the  Executive  Branch  for  U.S. 
review  and  ratification  of  ILO  Conventions,  which  have  the  effect  of  treaties 
when  ratified.   In  the  process  of  review  and  ratification  of  ILO  Conventions, 
ILAB  works  in  close  consultation  with  the  U.S.  business  community  and  labor 
movement . 

FY  1996 


For  FY  1996,  resources  provided  for  this  activity  total  $8,900,000  and  79 
FTE.   This  represents  a  net  decrease  of  $3,298,000  and  11  FTE  from  the  levels 
provided  in  FY  1995. 

The  Bureau  continues  to  play  the  leading  role  in  the  implementation  of 
the  North  American  Agreement  of  Labor  Cooperation  (NAALC) ,  the  labor 
supplemental  agreement  to  the  North  American  Free  Trade  Agreement  (NAFTA) . 
ILAB  has  worked  with  Mexico  and  Canada  to  implement  the  North  American 
Agreement  on  Labor  Cooperation  (supplemental  to  the  North  American  Free  Trade 
Agreement)  by  (1)  providing  direction  to  the  newly -established  International 
Secretariat  of  the  NAALC  in  Dallas  (2)  reviewing  and  consulting  at  the 
Ministerial  level  on  two  submissions  involving  enforcement  of  labor  laws  in 
both  Mexico  and  the  U.S.;  (3)  implementing  a  tri-national  cooperative  work 
program  on  labor  issues  ranging  from  occupational  safety  and  health,  to 
freedom  to  associate  and  organize,  to  equality  issues  in  the  workplace;  and 
(4)  providing  information  to  the  public  on  the  implementation  of  labor  laws  in 
Canada  and  Mexico. 

ILAB  has  continued  to  promote  the  study  and  discussion  of  ways  of 
eliminating  exploitative  child  labor,  including  holding  a  seminar  on 
commercial  sexual  exploitation  of  children.   The  Bureau  is  working  with  the 
International  Labor  Organization's  International  Program  on  the  Elimination  of 
Child  Labor  (IPEC)  to  establish  and  administer  programs  to  eliminate  child 
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labor  throughout  the  world,  funding  projects  in  Thailand,  the  Philippines, 
Brazil,  and  regions  of  Africa. 

ILAB  continues  to  have  the  lead  within  the  Executive  Branch  for  US 
government  participation  in  the  International  Labor  Organization  (ILO) , 
particularly  with  regard  to  the  ILO's  adoption  and  supervision  of 
international  labor  standards.   The  Bureau  also  is  participating  in  the 
discussion  of  labor  standards  and  trade  in  the  OECD . 

ILAB  has  continued  to  play  a  central  role  in  the  development  of  the 
Administration's  strategy  on  labor  issues  related  to  both  the  creation  of  the 
Free  Trade  Area  of  the  Americas  and  to  the  World  Trade  Organization  Trade 
Ministerial  scheduled  for  December  1996  in  Singapore. 

ILAB  will  maintain  an  active  participation  in  international  negotiations 
related  to  textiles,  steel,  shipbuilding,  semiconductors  and  other  specific 
commodities  or  services,  and  participated  in  the  development  of  policy  to 
implement  and  enforce  trade  agreements.   In  trade  agreements,  ILAB  is  working 
with  the  Solicitor  to  provide  information  on  how  labor  law  covers  motor 
carrier  transportation  workers  under  NAFTA;  ILAB  has  also  initiated  an 
interagency  and  trilateral  discussion  on  the  impact  of  temporary  admission  and 
employment  of  healthcare  workers  under  NAFTA.   ILAB  has  continued  to  research 
and  help  formulate  OS  immigration  policy,  to  serve  as  the  part  of  the 
Department's  group  of  experts  on  OS  and  international  migration  programs  and 
practices,  and  to  prepare  position  papers  on  international  labor  flows. 

The  Bureau  has  continued  its  USAID- funded  technical  assistance  programs 
in  Eastern  Europe  to  help  the  movement  in  that  region  toward  democracy  and 
free  markets.   Staff  continues  work  to  set  up  employment  service  offices, 
develop  programs  to  help  dislocated  workers,  and  teach  worker  skills  and 
introduce  entrepreneurial  development.   In  addition,  ILAB  is  working  to 
provide  regional  workshops  in  Latin  American  on  labor-management  relations. 

FY  1995 

In  FY  1995,  ILAB' a  ceiling  and  funding  levels  were  90  FTE  and 
$12,198,000.   During  FY  1995,  ILAB  played  the  leading  role  in  the 
implementation  of  the  North  American  Agreement  of  Labor  Cooperation  (NAALC) , 
the  labor  supplemental  agreement  to  the  North  American  Free  Trade  Agreement 
(NAFTA) .   ILAB  worked  with  Mexico  and  Canada  to  implement  the  North  American 
Agreement  on  Labor  Cooperation  (supplemental  to  the  North  American  Free  Trade 
Agreement)  by  (1)  establishing  the  International  Secretariat  of  the  NAALC  in 
Dallas;  (2)  reviewing  and  consulting  at  the  Ministerial  level  on  two 
submissions  involving  enforcement  of  labor  laws  in  both  Mexico  and  the  U.S.; 
and  (3)  implementing  a  tri -national  cooperative  work  program  on  labor  issues 
ranging  from  occupational  safety  and  health,  to  freedom  to  associate  and 
organize,  to  equality  issues  in  the  workplace. 

ILAB  completed  a  second  major  Congressionally-mandated  report  on  child 
labor  in  the  production  of  goods  from  industry,  plantations,  and  mining 
exported  to  the  United  States.   Specifically,  a  $2.1  million  grant  was  awarded 
to  the  International  Labor  Organization's  (ILO)  International  Programme  on  the 
Elimination  of  Child  Labor  (IPEC)  to  establish  and  administer  programs  to 
eliminate  child  labor  throughout  the  world,  funding  projects  in  Thailand,  the 
Philippines,  Brazil,  and  regions  of  Africa. 

ILAB  continued  to  have  the  lead  within  the  Executive  Branch  for  U.S. 
government  participation  in  the  International  Labor  Organization  (ILO).   The 
Bureau  also  worked  for  the  successful  U.S.  ratification  of  ILO  Convention  150 
on  Labor  Administration,  and  made  substantial  progress  in  the  effort  in 
advancing  efforts  to  obtain  ratification  of  Convention  111  on  Discrimination 
in  Employment . 

ILAB  successfully  pressed  for  continued  discussion  of  the  link  between 
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international  trade  and  labor  standards  in  the  International  Labor 
Organization  (ILO) ,  the  Organization  for  Economic  Cooperation  and  Development 
(OECD)  and  the  Organization  of  American  States  (OAS) ,  where  drafting  of  papers 
and  studies  examining  *rhis  issue  was  begun. 

ILAB  played  a  central  role  in  the  development  of  the  Administration's 
strategy  on  labor  issues  related  to  Chile's  proposed  accession  to  the  NAFTA 
and  for  the  creation  of  the  Free  Trade  of  the  Americas. 

ILAB  maintained  an  active  participation  in  international  w    otiationa 
related  to  textiles,  steel,  shipbuilding,  semiconductors  and  other  specific 
commodities  or  services,  and  participated  in  interagency  policy  development 
related  to  implementation  and  enforcement  of  trade  agreements.   In  trade 
agreements,  ILAB  succeeded  in  maintaining  provisions  related  to  the  temporary 
admission  and  employment  of  business  persons  in  the  World  Trade  Organization's 
General  Agreement  on  Trade  in  Services.   In  addition,  ILAB  initiated  an 
interagency  and  trilateral  discussion  on  the  impact  of  temporary  admission  and 
employment  of  healthcare  workers  under  NAFTA.   ILAB  continued  to  research  and 
help  formulate  U.S.  immigration  policy,  to  serve  as  the  part  of  the 
Department's  group  of  experts  on  U.S.  and  international  migration  programs  and 
practices,  and  to  prepare  position  papers  on  international  labor  flows. 

The  Bureau  continued  its  D. S .AID- funded  technical  assistance  programs  in 
Eastern  Europe  to  help  the  movement  in  that  region  toward  democracy  and  free 
markets.   Staff  worked  to  set  up  employment  service  offices,  develop  programs 
to  help  dislocated  workers,  and  teach  worker  skills  and  introduce 
entrepreneurial  development.   In  addition,  ILAB  completed  a  series  of  regional 
workshops  on  labor-management  cooperation  in  Latin  America. 

Changes  for  FY  1997 
($  in  Thousands) 

Activity  Changes 


Built-in: 

Annualization  of  pay  increase  effective  in  January  1996...  $57 

Federal  pay  raise  effective  in  January  1997 188 

Federal  Employees'  Retirement  System  (FERS) 71 

Travel  and  transportation  of  persons 8 

GSA  space  rental 92 

Communications,  utilities,  and  miscellaneous  charges 1 

Printing  and  reproduction 3 

Other  services 27 

Working  Capital  Fund 81 

Research  and  development  contracts 8 

Operation  and  maintenance  of  equipment 1 

Supplies  and  materials 1 

Equipment 2 

Grants 27 

Federal  Employees '  Compensation  Act  (FECA) z2. 

Total  Built-in $565 
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ADMINISTRATION  AND  MANAGEMENT 
($  in  Thousands) 

FY  19S6  FY  1997  Difference 

Appropriation  Estimate  FY96/FY97 

FTE     Amount  FTE      Amount  FTE       Amount 

117    $13,904  114     $13,916  "3  +  $12 


Introduction 

The  mission  of  the  Office  of  the  Assistant  Secretary  for  Administration 
and  Management  (OASAM)  is  to  exercise  administrative  and  managerial  leadership 
in  all  Department  of  Labor  (DOL)  programs  and  services  through  the  formulation 
of  economical  and  efficient  policies,  systems,  and  standards  consistent  with 
Federal  and  Departmental  regulations,  and  to  ensure  efficient  and  effective 
operations  through  the  development,  coordination,  and  evaluation  of 
administrative  and  managerial  programs.   The  following  components  of  OASAM, 
funded  in  this  activity,  carry  out  these  leadership  responsibilities:  the 
Program  Management  and  Information  Center  (PMIC) ;  the  Reinvention  Center;  the 
Information  Technology  Center  (ITC) ;  the  Human  Resources  Center  (HRC) , 
including  the  Labor  Management  Partnership  Center  (LMPC) ;  the  Office  of  the 
Acquisition  Advocate  (OAA) ;  the  Office  of  Business  Systems  Services  (OBSS)  and 
the  Departmental  Library. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 


FY  1992  1/ $15,401,000  144 

FY  1993 $15,128,000  124 

FY  1994 $14,911,000  139 

FY  1995  2/ $14,963,000  139 

FY  1996 $13,904,000  117 

1/  Reflects  the  removal  of  the  Office  of  the  Comptroller,  which  in  FY 
1992  became  the  Office  of  the  Chief  Financial  Officer. 

2/  Includes  a  comparative  transfer  of  2  FTE  and  $141,000  from  the  Office 
of  the  American  Workplace. 

OASAM  encompasses  a  broad  range  of  administrative  and  managerial  support 
services  to  the  Department,  and  its  major  goals  and  objectives  are  as  follows: 
(1)  to  provide  overall  leadership  in  all  DOL  administration  and  management 
programs  and  services;  (2)  to  strengthen  and  improve  the  leadership  of  the 
Department's  personnel  management  program,  particularly  as  required  by  the 
Civil  Service  Reform  Act;  (3)  to  provide  consistent  and  constructive  internal 
labor -management  relations  throughout  the  Department  of  Labor;  (4)  to  improve 
the  management  of  the  Department  by  developing  and  evaluating  agency 
implementation  of  effective  management  policies  and  systems  and  staff 
utilization;  (5)  to  provide  leadership  and  Departmental  management  for  the 
planning  and  use  of  automatic  data  processing,  office  automation,  and  data 
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telecommunications;  and  (6)  to  plan,  promote  and  direct  a  centralized  library 
program  for  the  Department. 

FY  1997  Budget  Request 

A  total  of  $13,916,000  and  114  FTE  are  requested  for  this  activity  in  FY 
1997.   The  FY  1997  request  reflects  a  net  increase  of  $12,000  and  a  net 
decrease  of  3  FTE  from  the  levels  provided  in  FY  1996.   Built-in  increases 
total  $390,000,  of  which  $233,000  is  in  the  areas  of  personnel  compensation 
and  benefits  and  $157,000  is  in  a  variety  of  non-personnel  areas.   Program 
decreases  total  $378,000  --  (1)  $263,000  to  reduce  administrative  expenses 
pursuant  to  Executive  Order  12837;  and  (2)  $115,000  related  to  the  elimination 
of  3  FTE  to  comply  with  requirements  of  P.L.  103-226.   In  FY  1997,  OASAM  will 
continue  to  implement  and  refine  the  Administration's  initiatives  for 
improving  the  management  processes  and  administrative  systems  of  the 
Department. 

The  following  major  initiatives  and  on-going  activities  will  be  undertaken 
in  FY  1997. 

Program  Management  and  Information  Center 

--  Continue  to  provide  organizational  and  employee  communications 
leadership  for  OASAM  and  the  Department. 

--  Continue  to  administer  Secretarial  level  management  reporting 
systems,  such  as  the  Secretary's  Performance  Agreement  Tracking  system 
and  to  implement  new  systems  to  meet  changing  management  needs. 

--  Continue  to  manage  aid  conduct  Departmental  Special  Emphasis 
Programs,  (National  Office)  all-employee  events,  and  Departmental 
community  outreach  initiatives. 

--  Continue  to  publish  employee  newsletters  and  other  all  employee 
communications,  and  to  exploit  the  use  of  the  Internet  as  a  medium  for 
disseminating  employee  notices,  administrative  regulations  and  other 
information. 

--  Continue  to  administer  the  DOL  Employee  Suggestion  Program  and  the 
DOL  Awards  and  Recognition  program  for  DOL  employees. 

--  Continue  to  administer  the  OASAM  Customer  Service  Standards  Tracking 
System  and  to  assess  the  relative  quality  and  timeliness  of  customer 
service  provided  by  OASAM  organizations. 

Reinvention  Center 


--  Provide  direction  and  coordination  of  the  Department  of  Labor's 
reinvention  initiatives  in  accordance  with  the  decisions  of  the  National 
Performance  Review. 

--  Coordinate  the  Department  of  Labor's  customer  service  efforts. 


24-955  96-39 
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--  Provide  consultation  services  to  customers  in  DOL  and  other  Federal 
agencies,  including  breakthrough  teams  and  workouts,  interest-based 
problem  solving  training  and  negotiating  techniques  and  committee 
effectiveness  training. 

--  Provide  information  and  communications  on  the  Department  of  Labor's 
reinvention  efforts. 

--  Coordinate  an  awards  and  recognition  program  for  all  reinvention  and 
performance  improvement  efforts. 

--  Promote  the  labor -management  partnership,  provide  a  model  partnership 
in  the  Reinvention  Office,  and  provide  facilitation  and  training  to 
specific  partnership  activities. 

Information  Technology  Center 

--  Review  the  quality  of  ECN  LAN  services  and  technical  support,  migrate 
to  software  that  improves  user  functionality  and  support  service  and 
adapt  technical  and  customer  support  procedures  as  appropriate. 

--  Continue  expanding  ECN  facilities  as  downsizing  and  consolidation 
across  DOL  brings  new  DM  and  program  agency  requests  to  participate  in 
the  ECN. 

--  Continue  improving  services  and  expanding  capacity  to  support  remote 
workers . 

--  Support  the  DOL  Intranet  to  provide  all  DOL  employees  with  access  to 
the  full  range  of  DOL  policy,  administrative  and  programmatic 
information. 

--  Enhance  the  DOL  Public  Internet  facilities  with  the  capability  to 
collect  sensitive  regulatory,  statistical  and  other  programmatic 
information  from  the  public,  authenticated  by  electronic  signatures  and 
encryption  to  protect  the  privacy  and  integrity  of  confidential  data. 

--  Expand  automated  administrative  workflow  by  implementing  the  SF-52 
Processing  and  Tracking  Application  and  pilot  additional  administrative 
functions . 

--  Develop  the  team  approach,  using  teams  of  no  more  than  four  people 
for  delivery  of  specific  projects. 

Human  Resource  Center  -  Labor  Management  Partnership  Center 

--  Negotiate  two  nationwide  collective  bargaining  agreements. 

--  Negotiate  the  impact  and  implementation  of  RIF's  and/or  furloughs  due 
to  budget  shortfalls 

--  Manage  and  coordinate  all  aspects  of  the  Department's  employee  and 
-  labor-management  relations  program. 
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--  Enhance  labor -management  partnership  at  the  frontline  level  between 
employees  and  supervisors. 

Office  of  the  Acquisition  Advocate 

--  Update  all  DOL  procurement  manuals  and  regulations  to  reflect  the  two 
recent  major  pieces  of  procurement  legislation. 

--  Continue  to  review  agency  and  pre-award  activities. 

--  Continue  to  provide  policy  and  technical  support  to  the  procurement 
and  grant  community  within  the  Department. 

--  Continue  to  fulfill  external  reporting  requirements. 

--  Continue  to  participate  in  the  Procurement  Review  Board  and 
Competition  Advocacy  function. 

--  Continue  to  provide  leadership  within  the  Department  to  fulfill 
requirements  of  the  Federal  Acquisition  Streamlining  Act,  including 
electronic  commerce. 

Office  of  Business  Systems  Services 

--  Reassess  results  of  Purchase  Request  Information  System  (PRISM) 
pilots  and  determine  further  implementation  in  other  OASAM  regions. 

--  Run  dual  operations  with  mainframe  system. 

--  Continue  usage  of  the  Electronic  Data  Interchange  (EDI)  gateway  and 
Electronic  Commerce  (E/C) ,  with  a  special  emphasis  on  Internet  as  well 
as  X.12  Implementation  Conventions  . 

--  Continue  to  work  closely  with  other  government  agency  pilots  for 
Internet  EDI  Security  software  issues. 

--  Continue  to  develop  windows  automated  procurement  applications  for 
all  aspects  of  the  procurement  process. 

--  Continue  to  develop  an  automated  FTS2000  bill  tracking  system. 

--  Continue  DOL-wide  clearinghouse  for  EDI/EC  issues  and  initiatives. 

--  Continue  to  develop  other  OASAM  business  systems  as  needed. 

Library 

--  Plan  for  all  aspects  of  its  operations  to  ascertain  the  most 
appropriate,  cost-effective  and  efficient  means  to  support  the 
Department  of  Labor's  current  mission  and  programs. 

--  Maintain  access  to  the  body  of  historically  significant  labor  history 
-  collections. 
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--  Participate  in  the  library/information  community  in  order  to  benefit 
from  exchange  and  access  of  material  available  in  other  Federal 
agencies . 

--  Apply  emerging  information  technologies  and  technological  advances  to 
ensure  the  Library's  continued  access  to  information  sources  and 
products  in  electronic  and  digital  formats. 

--  Review  and  reassess  contracting  requirements;  re-compete  the 
Library's  operating  contract,  emphasizing  automation. 

--  Increase  automation  to  accommodate  electronic/digital  publications 
and  increase  user  access  to  information  bases  via  the  DOL  LAN  and  the 
Internet. 

--  Develop  the  Library  Home  Page  to  afford  remote  access  to  the 
Library's  catalog  and  various  collections. 

--  Review  and  refine  the  print  journal  collection,  subscriptions  and 
applicable  retention  policies. 

--  Plan  for  the  appropriate  archival  processing  of  rare  and  historically 
significant  materials  from  the  Library's  labor  history  collections  and 
their  maintenance  in  the  James  Taylor  Room,  a  temperature/humidity- 
controlled  archival  facility  on-site  in  the  DOL  Library. 

--  Plan  for  other  options  for  the  management  and  housing  of  these 
collections  in  the  James  Taylor  Room. 

--  Develop  and  institute  additional  programs  to  expand  the  information 
base,  increase  and  improve  user  access  and  incorporate  new  technologies 
for  greater  efficiency  and  cost-savings. 


In  FY  1996,  ceiling  and  funding  levels  for  this  activity  total  117  FTE  and 
$13,904,000. 

During  FY  1996,  the  following  major  initiatives  are  being  undertaken. 

--  The  Program  Management  Information  Center  is  administering 
Secretarial  level  management  reporting  systems  such  as  the  Secretary's 
Performance  Agreement  Tracking  System;  managing  and  conducting 
Departmental  Special  Emphasis  Programs,  all -employee  events  and 
Departmental  community  outreach  programs;  publishing  employee 
newsletters  and  communications;  administering  the  DOL  Employee 
Suggestion  Program  and  the  DOL  Awards  and  Recognition  program; 
administering  the  OASAM  Customer  Service  Standards  Tracking  System  and 
assessing  the  quality  and  timeliness  of  customer  service  provided  by 
OASAM  organizations;  serving  as  OASAM  and  Office  of  the  Secretary  focal 
point  for  all  Congressional,  GAO  FOIA  and  Privacy  Act  requests. 

-  --  The  Reinvention  Center  is  continuing  to  provide  the  on-going  services 
identified  above. 
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--  The  Information  Technology  Center  is  initiating  automated 
administrative  workflow  system  with  a  test  SF-52  processing  and  tracking 
application;  supporting  department -wide  participation  in  the  new  global 
mail  directory;  providing  efficient  agency  access  to  a  central 
administrative  and  programmatic  data  facility  by  establishing  high  speed 
lines  and  connections  between  agencies  and  the  Employee  Computer  Network 
(ECN)in  the  National  Office;  upgrading  the  communication  lines  between 
the  National  Office  and  the  ECN  regional  Local  Area  Networks  (LANs) ; 
continuing  to  provide  automation  support  to  DOL  executives  and 
administrative  and  program  staff;  expanding  the  ECN  to  meet  the 
automation  support  requests  from  additional  DM  and  program  agencies; 
improving  information  dissemination  to  and  collection  from  the  public  by 
enhancing  the  DOL  Home  Page  design;  implementing  a  DOL  "Intranet"  to 
enable  all  DOL  employees  to  access  administrative  and  policy  information 
that  has  DOL-wide  relevance;  upgrading  the  performance  and  stability  of 
mail  for  ECN  participants  by  implementing  a  new  mail  system;  improving 
automation  and  communication  functionality  for  traveling  staff  and 
field-based  staff  by  implementing  new  remote  access  software. 

--  The  Office  of  Human  Resources  Labor  Management  Partnership  Center  is 
promoting  and  reestablishing  partnership  with  new  Union  leadership  at 
Headquarters;  negotiating  impact  and  implementation  of  furloughs  due  to 
budget  shortfalls;  managing  and  coordinating  all  aspects  of  the 
Department's  employee  and  labor-management  relations  program;  developing 
new  DOL-wide  policies  for  alternative  forms  of  discipline  and  dispute. 

--  The  Library  is  continuing  to  provide  the  on-going  services  and 
evaluations  identified  above. 

--  The  Office  of  Acquisition  Advocate  is  continuing  to  provide  the  on- 
going services  and  evaluations  identified  above. 

--  The  Office  of  Business  Systems  Services  is  completing  a  Purchase 
Request  Information  System  (PRISM)  in  Lakewood  (Denver) ,  and  is 
undertaking  an  OASAM  purchase  order  renewal  pilot  which  will  continue 
into  FY  1997;  assisting  the  Mine  Safety  and  Health  Administration  (MSHA) 
with  a  PRISM  pilot  for  their  Beckley,  West  Virginia  procurement  office; 
training  OASAM  purchasing  agents  and  contract  specialists  in  the  use  of 
PRISM;  working  with  the  Office  of  Space  and  Telecommunications 
Management  on  the  automation  of  DOL-wide  Federal  Telecommunications 
System  (FTS)  2000  billing  data  and  reports;  completing  an  OASAM  PRISM 
pilot  for  Kansas  City,  Philadelphia  and  Chicago  for  PRISM  simplified 
purchases;  installing,  training  and  implementing  Windows  Federal 
Acquisition  Regulation  Action  (FARA)  for  OASAM  and  MSHA  contract 
specialists  and  contracting  officers;  continuing  with  DOL-wide 
Electronic  Commerce  (EC)  and  Electronic  Data  Interchange  (EDI)  steering 
committee  activities,  including  testing  and  implementation  of  EDI  for 
simplified  purchases;  continuing  to  develop  and  test  FTS2000  automated 
billing  and  other  business  system  applications. 
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In  FY  1995,  the  ceiling  and  funding  levels  for  this  activity  were  123  FTE 
and  $14,963,000,  respectively,  including  the  comparative  transfer  of  2  FTE  and 
$141,000  from  the  Office  of  the  American  Workplace.   The  following  significant 
achievements  in  FY  1995  are  noted. 

Information  Technology  Center 

--  Implemented  the  Employee  Computer  Network  (ECN)  in  both  Washington 
and  Regional  offices,  expanded  it  to  800  additional  DOL  users  and 
provided  upgraded  office  automation  software. 

--  Trained  Local  Area  Network  (LAN)  Administrators  and  Regional  ADP 
managers  in  Windows  NT  installation  and  management  techniques. 

--  Trained  all  ECN  users  in  new  or  revised  software  related  to  Windows 
NT,  Internet  and  Administrative  Forms  system. 

--  Offered  an  array  of  ten  (10)  courses  to  end  users  --  a  total  of  4,900 
DOL  employees  received  this  instruction. 

--  Implemented  DOL's  Automated  Forms  system  and  loaded  66  standard  and 
DL  forms  for  initial  use. 

--  Installed  World  Wide  Web  servers,  coordinated  the  development  of  the 
DOL  Home  Page  and  Agency  Home  Pages  on  the  Internet. 

--  Disseminated  a  wide  variety  of  organizational,  public  affairs, 
regulatory  and  programmatic  information  to  the  research  community,  the 
general  public,  departmental  employees,  other  federal  agencies  and  state 
and  local  governments . 

--  Responded  to  4,800  requests  for  assistance  from  LAN  users. 

Office  of  Human  Resources  -  Labor  Management  Partnership  Center 

--  Received  the  National  Partnership  Award  with  the  National  Council  of 
Field  Labor  Locals  (NCFLL)  from  the  National  Partnership  Council. 

--  Signed  two  partnership  agreements  with  the  Unions  representing  DOL 
employees . 

--  Held  joint  partnership  training/workshops  throughout  the  regions  for 
all  DOL  field  supervisors  along  with  NCFLL  Onion  officials  and  stewards. 

Office  of  Business  Systems  Services 

- -  Prepared  training  courses  and  trained  several  employees  from  the  Mine 
Safety  and  Health  Administration  (MSHA)  and  the  Office  of  the  Assistant 
Secretary  for  Administration  and  Management  (OASAM)  in  the  (pilot)  use 
of  an  automated  procurement  system  for  simplified  purchases. 
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--  Installed  this  software  system  in  the  MSHA  Denver  and  Beckley 
procurement  offices. 

--  Installed  this  system  on  the  OASAH  PRISM  server  for  access  by  several 
OASAM  employees  for  training  and  testing. 

--  Continued  testing  and  implementation  of  the  EDI  gateway  in  order  to 
conduct  simplified  purchases  over  the  Federal  Acquisition  Network 
(FACNET) . 

- -  Continued  to  provide  a  forum  for  a  DOL  wide  clearinghouse  for 
electronic  commerce,  especially  using  X.12  Implementation  Conventions 
and  EDI  over  the  Internet  by  holding  DOL- wide  meetings. 

--  Maintained  DOS  Federal  Acquisition  Regulation  Action  (FARA)  on  behalf 
of  the  OASAM  and  MSHA  procurement  offices. 

--  Worked  closely  with  end  users  and  developers  of  a  windows  end  user 
module  for  automated  procurement . 

--  Worked  closely  with  end  users  and  developed  automated  requisition 
logs  and  spreadsheets  for  use  by  procurement  professionals. 


Library 


--  Directed  efforts  toward  automation  and  applying  improved  technologies 
to  Library  operations. 

--  Completed  an  online  public  access  catalog  of  DOL  Library  holdings. 

--  Cataloged  the  Law  Library  for  inclusion  in  the  online  catalog. 

--  Completed  retrospective  cataloging  and  bar  coding  of  Reference 
Collections  for  inclusion  in  the  automated  Integrated  Library  System 

(ILS) . 

--  Upgraded  the  ILS  to  accommodate  predictive  check-in  records  for  all 
paid  journal  subscriptions. 

--  Accomplished  database  clean  up. 
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Changes  for  FY  1997 
($  in  Thousands) 
Activity  Changes: 
Built-in: 

Annualization  of  pay  increase  effective  in 

January  1996 $51 

Pay  raise  effective  in  January  1997 180 

Federal  Employees '  Compensation  Act  (FECA) 2 

Travel  and  transportation  of  persons S 

GSA  space  rental 53 

Communications,  utilities  and  miscellaneous  charges 4 

Printing  and  reproduction 2 

Other  services 5  9 

Working  Capital  Fund 24 

Supplies  and  materials 7 

Equipment  purchases 3_ 

Total  Built-in +$390 


Net  Program -$378 

FTE -  3 


Administration  and  Management 

Proposal :  To  reduce  3  FTE  and  $115,000. 

Rationale:  To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

"'•"T'fll  Effects:  A  reduction  of  2  FTE  in  ITC  will  be  achieved  through  savings 
resulting  from  the  elimination,  modification  or  automation  of  administrative 
processes.   A  reduction  of  1  FTE  in  the  immediate  office  of  the  Assistant 
Secretary  will  also  be  achieved  through  savings  resulting  from  improvements  in 
administrative  processes. 

Base: 

FTE: HI Estimate:    $14.294.000 

Program  Decrease: 

Direct  FTE:   -3  Estimate:  -5115.000 

Proposal :  To  reduce  administrative  expenses  by  $2  6  3,000. 

Rationale:  To  comply  with  the  requirements  of  Executive  Order  12837. 

Egagxaa  Effects:  A  reduction  of  $263,000  will  be  achieved  through  savings 
resulting  from  reinvention  actions  and  resetting  of  priorities  in  the  ADP 
area . 

Base: 

FTE:    HZ Estimate:    $14.294.000 

PjCggrja  pecrease: 

Direct    FTE:       --  Estimate:     -S263.000 
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ADJUDICATION 
(S  In  Thousands) 

FY  1996  FY  1997  Difference 

Appropriation  Estimate  FY  96/FY  97 

FTE    Amount  FTE    Amount  FTE      Amount 


362   $34,206  354   $34,601  -8       +$395 

Introduction 

The  Adjudication  activity  consists  of  four  components:  (1)  the 
Office  of  Administrative  Law  Judges  (OALJ) ,  (2)  the  Benefits  Review 
Board  (BRB) ,  (3)  the  Employees'  Compensation  Appeals  Board  (ECAB) ,  and 
(4)  the  Administrative  Review  Board  (ARB) .   The  Administrative  Review 
Board  reflects  a  consolidation  of  the  Wage  Appeals  Board  and  Board  of 
Services  Contract  Appeals  (WAB/BSCA)  and  the  Office  of  Administrative 
Appeals  (OAA) .   These  organizations  derive  funds  from  general  and  trust 
fund  accounts  to  maintain  operations. 

The  Office  of  Administrative  Law  Judges  presides  over  formal 
hearings,  conducted  primarily  under  the  Administrative  Procedures  Act, 
to  determine  violations  of  the  minimum  wage  requirements,  overtime 
payments,  health  and  safety  regulations  set  forth  under  the  Walsh-Healy 
Public  Contract  Act,  the  McNamara-O' Hara  Services  Contract  Act,  the 
Contract  Work  Hours  Standards  Act,  the  Migrant  and  Seasonal  Farm  Worker 
Protection  Act  and  Executive  Order  11246.   Formal  hearings  are  also 
conducted  to  determine  the  validity  of  claims  filed  under  the  District 
of  Columbia  Workers'  Compensation  Act  and  the  Non-Appropriated  Funds 
Instrumentalities  Act.   Hearings  are  conducted  and  decisions  issued  on 
claims  filed  under  the  Longshore  and  Harbor  Workers'  Compensation  Act 
and  under  the  Black  Lung  Benefits  Act.   Designated  judges  having  the 
requisite  qualifications  also  serve  as  members  of  the  Department  of 
Labor  (DOL)  Board  of  Contract  Appeals  and  the  National  Review  Panel, 
the  latter  being  the  highest  appellate  level  for  hearings  and  appeals 
required  by  the  Talmadge  Amendments  to  the  Social  Security  Act. 
Additionally,  hearings  are  conducted  and  decisions  rendered  under  the 
Federal  Mine  Safety  and  Health  Act  of  1977  (MSHA)  and  under  statutes 
regarding  the  certification  of  aliens  in  both  agricultural  and  non- 
agricultural  employment.   Including  those  enumerated  above,  the  OALJ 
has  jurisdiction  in  more  than  70  separate  case  areas. 

The  Benefits  Review  Board  reviews  and  determines  appeals  raising 
substantial  questions  of  law  or  fact  taken  by  any  party  in  interest 
from  decisions  of  administrative  law  judges  regarding  claims  for 
compensation  filed  by  employees  pursuant  to  provisions  of  the  Black 
Lung  Benefits  Act  and  the  Longshore  and  Harbor  Workers'  Compensation 
Act  and  its  extensions.   The  BRB  also  receives  cases  under  these  acts 
directly  from  the  Office  of  Workers'  Compensation  Program  (OWCP) , 
Employment  Standards  Administration  (ESA) .   The  BRB  exercises  the  same 
judicial  appellate  review  authority  formerly  exercised  by  the  United 
States  District  Courts.   Appeals  received  by  the  BRB  are  docketed, 
reviewed  by  either  docket  or  paralegal  staff,  and  acknowledged.   Once 
all  requisite  responses,  submissions  and  supporting  documents  are 
received,  a  recommended  decision  is  prepared  by  the  legal  staff  for 
review  and  decision  by  the  BRB  members.   When  deemed  necessary  by  the 
BRB  members,  oral  argument  may  be  granted  and  scheduled  on  a  regional 
basis . 
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The  Employees'  Compensation  Appeals  Board  is  a  quasi- judicial 
appellate  body  consisting  of  three  members,  one  of  whom  is  designated 
Chairman,  and  three  alternate  members.   The  ECAB  was  established  in 
1946  by  the  Federal  Employees'  Compensation  Act  (5  U.S.C.  Section  8101 
et  seq) .   The  Act  serves  approximately  3,000,000  Federal  employees  (who 
may  be  injured  in  the  work  place)  and  awards  in  excess  of  $1.2  billion 
in  annual  benefits.   Any  person  adversely  affected  by  a  decision  of  the 
Office  of  Workers'  Compensation  Programs,  Employment  Standards 
Administration,  has  a  right  to  request  a  review  by  the  ECAB  of 
questions  of  law,  fact  or  discretion  covered  by  such  a  decision.   The 
ECAB  decisions  are  final  and  not  subject  to  administrative  or  judicial 
review.   The  ECAB  sits  in  panels  and  decides  cases  on  the  record  or 
after  oral  argument.   The  ECAB  precedents  are  binding  on  the  OWCP  in 
the  administration  of  the  Act.   Key  decisions  are  published  annually. 

The  Administrative  Review  Board  (ARB) ,  consolidated  under  a 
Secretary's  order,  is  an  appellate  agency  established  to  hear  and 
decide  appeals  from  decisions  and  recommended  orders  made  by  the 
Administrator,  Wage  Hour  Division,  ESA,  and  the  Office  of 
Administrative  Law  Judges  under  30  different  laws.   Acting  on  behalf  of 
the  Secretary  of  Labor,  the  three-member  board  reaches  its  decisions  by 
majority  vote.   Its  opinions  are  often  appealed  directly  to  the  United 
States  District  Courts,  but  are  rarely  reversed.   The  Board  also 
prepares  final  decisions  of  the  Secretary  of  Labor,  the  Deputy 
Secretary  and  other  deciding  agency  officials  in  adjudicated 
administrative  proceedings.   Increasingly,  these  cases  involve  complex 
or  novel  issues.   These  cases  are  generally  reviewed  upon  a  full 
administrative  record,  including  a  hearing  before  an  administrative  law 
judge,  and  require  interpretation  and  application  of  statutes,  orders, 
regulations.  Departmental  precedents  and  case  laws.   In  addition,  the 
Board  reviews,  requests  and  prepares  orders  granting  or  denying 
Secretarial  review  in  cases  where  review  is  discretionary,  prepares  and 
issues  other  orders  for  scheduling  and  briefing  in  all  case  areas,  and 
prepares  and  issues  substantial  correspondence,  including  Congressional 
correspondence,  pertaining  to  pending  cases. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have 
been  as  follows: 

Funding  FTE 

1992 $35,671,000  452  FTE 

1993  1/ $37,848,000  444  FTE 

1994 $37,784,000  409  FTE 

1995 $37,240,000  405  FTE 

1996 $34,206,000  362  FTE 

1/  FY  1993  is  comparable  and  includes  the  totals  for  the  Office  of 
Administrative  Appeals,  which  was  comparatively  transferred  from  the 
Program  Direction  and  Support  activity  in  FY  1994. 

FY  1997  Request 

The  budget  request  for  the  Adjudication  activity  totals 
$34,601,000  and  354  FTE  for  FY  1997.   Of  these  amounts,  $13,706,000  and 
133  FTE  are  funded  from  the  Black  Lung  Disability  Trust  Fund  (BLDTF) 
and  $20,895,000  and  221  FTE  are  funded  from  General  Funds.   The  total 
request  reflects  a  net  increase  of  $395,000  and  a  decrease  of  8  FTE 
from-  the  amount  anticipated  for  FY  1996.   Included  in  this  request  are 
built-in  changes  in  the  combined  amount  of  $1,106,000  and  two  (2) 
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program  decreases  in  the  combined  total  of  $711,000  --  (1)  a  reduction 
of  $187,000  in  administrative  costs  required  by  E.O.  12837  and  (2)  a 
reduction  of  $524,000  and  8  FTE  to  comply  with  streamlining  reductions 
mandated  by  P.L.  103-226. 

Office  of  Administrative  Law  Judges  (OALJ) 

A  total  of  $20,038,000  and  190  FTE  are  requested  for  the  Office  of 
Administrative  Law  Judges  (OALJ)  in  FY  1997.   Of  these  amounts, 
$8,053,000  and  68  FTE  are  funded  from  the  Black  Lung  Disability  Trust 
Fund  and  $11,985,000  and  122  FTE  are  funded  from  General  Funds.   This 
request  includes  two  program  decreases  totaling  $311,000  and  two  (2) 
FTE  --  (1)  $143,000  in  administrative  expenses  required  by  Executive 
Order  12837  and  (2)  $168,000  and  2  FTE  in  streamlining  reductions 
mandated  by  P.L.  103-226. 

The  workload  for  the  OALJ  is  divided  into  four  categories  --  (1) 
Black  Lung,  (2)  Longshore  and  District  of  Columbia  Workers' 
Compensation  (Longshore),  (3)  Immigration  and  Nationality  Act  (INA), 
and  (4)  Traditional.   The  traditional  category  consists  of  cases 
involving  the  Job  Training  Partnership  Act,  the  Agricultural  Work 
program,  the  Civil  Rights  program,  the  Employee  Protection  program,  the 
Wage  and  Hour  program,  the  Board  of  Contract  Appeals,  the  Child  Labor 
Act  and  miscellaneous  programs. 

OALJ  projects  that  its  workload  for  FY  1997  will  increase 
primarily  as  a  result  of  a  large  carry-over  workload  from  FY  1996,  when 
the  government  shutdown  and  funding  constraints  slowed  case  processing. 
In  total,  7,865  new  cases  are  projected  to  be  received  during  FY  1997, 
50  cases  (.6%)  higher  than  the  projected  intake  level  for  FY  1996. 
Dispositions  are  projected  to  be  taken  in  6,785  cases  in  FY  1997,  354 
cases  (5.5%)  above  projected  dispositions  to  be  taken  on  during  FY 
1996.   A  total  of  11,290  cases  are  projected  to  be  pending  at  the  end 
of  FY  1997,  1,080  cases  (11%)  higher  than  the  caseload  projected  to  be 
pending  at  the  end  of  FY  1996.   A  total  of  4,505  cases  are  projected  to 
be  in  backlog  status,  726  cases  (19%)  higher  than  the  projected  backlog 
at  the  end  of  FY  1996,  with  1,339  cases  projected  to  be  in  backlog 
status  in  the  Black  Lung  workload  area,  1,759  in  the  Longshore  workload 
area,  743  cases  in  the  Immigration  workload  area  and  664  in  the 
Traditional  (excluding  INA)  workload  area. 

Despite  the  projected  increase  in  dispositions,  staffing  cuts 
taken  in  FY  1996  have  slowed  OALJ's  efforts  to  reduce  case  backlogs  and 
speed  up  case  processing  times.   The  Black  Lung  pending  workload  is 
projected  to  be  equivalent  to  18  months  at  the  end  of  FY  1997,  three 
(3)  months  higher  than  the  projected  level  for  FY  1996  level  of  15 
months,  with  3,922  cases  projected  to  be  pending  at  the  end  of  FY  1997. 
The  pending  workload  in  the  Longshore  workload  area  is  projected  to 
also  reach  a  level  of  18  months  at  the  end  of  FY  1997,  one  (1)  month 
lower  than  the  projected  FY  1996  level  at  19  months,  with  5,119  cases 
projected  to  be  pending  at  the  end  of  FY  1997.   The  worKload  in  the 
Immigration  workload  area  is  projected  to  decrease  by  19  months  from 
the  FY  1996  level  of  51  months  to  32  months,  with  1,193  cases  projected 
to  be  in  pending  at  the  end  of  FY  1997.   In  the  Traditional  workload 
area,  1,056  cases  are  projected  to  be  pending  at  the  end  of  FY  1997, 
when  only  816  cases  are  projected  to  be  pending  in  this  area  at  the  end 
of  FY  1996. 
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Benefits  Review  Board  (BRB) 

A  total  of  $8,629,000  and  99  FTE  are  provided  for  the  Benefits 
Review  Board  (BRB)  in  FY  1997  in  this  request.   Of  these  amounts, 
$5,653,000  and  65  FTE  are  funded  from  the  Black  Lung  Disability  Trust 
Fund  and  $2,976,000  and  34  FTE  are  funded  from  General  Funds.   This 
request  includes  two  (2)  program  decreases  totaling  $400,000  and  6  FTE 
--  (1)  $44,000  in  administrative  expenses  required  by  Executive  Order 
12837  and  (2)  $356,000  and  6  FTE  in  streamlining  reductions  mandated  by 
P.L.  103-226. 

The  workload  for  the  BRB  is  divided  into  two  categories  --  (1) 
Black  Lung,  and  (2)  Longshore  and  District  of  Columbia  Workers' 
Compensation  (Longshore) .   In  FY  1997,  the  BRB  anticipates  that  the 
number  of  new  appeals  will  rise.   The  BRB  projects  that  it  will  receive 
1,225  new  Black  Lung  appeals  and  695  new  Longshore  appeals,  for  a 
combined  intake  of  1,920  new  appeals.   This  total  is  265  cases  (16%) 
higher  than  the  projected  intake  level  of  1,655  cases  for  FY  1996,  with 
1,130  cases  projected  to  be  received  in  the  Black  Lung  area  and  525 
cases  projected  to  be  received  in  the  Longshore  area.   The  requested 
level  of  resources  will  enable  the  BRB  to  take  dispositions  on  2,322 
cases  -  1,440  Black  Lung  cases  and  882  Longshore  cases. 

The  BRB  projects  that  there  will  be  no  backlog  of  Black  Lung  and 
Longshore  appeals  at  the  end  of  FY  1997.   Appropriation  language  in  FY 
1996  mandates  that  any  Longshore  appeals  pending  more  than  one  year  as 
of  September  12,  1996  will  be  considered  administratively  affirmed  and, 
therefore,  closed.   The  BRB  estimates  that  roughly  800  cases  will  have 
disposition  taken  in  this  way.   At  the  end  of  FY  1997,  1,145  appeals 
are  projected  to  be  pending  without  disposition  (648  in  Black  Lung 
cases  and  497  Longshore  cases) ,  402  cases  (26%)  lower  than  the  number 
of  appeals  projected  to  be  pending  at  the  end  of  FY  1996,  when  1,547 
cases  were  pending  -  684  cases  in  the  Longshore  caseload  area  and  863 
in  the  Black  Lung  raseload  area.   Reflecting  the  impact  of 
administratively  affirming  approximately  800  Longshore  cases  at  the  end 
of  FY  1996,  $735,000  and  14  FTE  are  projected  to  be  transferred  to  the 
Employees'  Compensation  Board  at  the  beginning  of  FY  1997  to  reduce  the 
rising  backlog  in  that  area. 

Employees'  Compensation  Appeals  Board  (ECAB) 

A  total  of  $3,653,000  and  44  FTE  are  provided  for  the  Employees' 
Compensation  Appeals  Board  (ECAB)  in  FY  1997  in  this  request.   The  ECAB 
anticipates  receiving  a  total  of  2,600  new  appeals  in  FY  1997,  100 
cases  (4%)  fewer  than  the  projected  level  of  new  appeals  to  be  docketed 
during  FY  1996  (2,700  cases).   Included  in  the  FY  1997  allowance  is  a 
transfer  of  $735, 020    and  14  FTE  from  the  BRB,  made  possible  because  FY 
1996  appropriation  language  mandates  that  BRB  administratively  affirm 
any  Longshore  appeals  pending  more  than  one  year  as  of  September  12, 
1996  (an  estimated  800  appeals) .   As  a  result  of  the  staffing  transfer, 
the  ECAB  expects  to  take  dispositions  on  3,220  cases  during  FY  1997, 
1,370  cases  (74%)  higher  than  the  number  of  dispositions  projected  to 
be  taken  during  FY  1996.   A  total  of  4,564  appeals  are  projected  to  be 
pending  at  the  end  of  FY  1997,  620  cases  (12%)  below  the  caseload 
projected  to  be  pending  at  the  end  of  FY  1996  and  only  230  cases  (5%) 
above  the  actual  number  of  pending  cases  carried  over  from  FY  1995.   At 
this  funding  level,  the  ECAB  anticipates  that  it  will  be  able  to 
process  cases  in  FY  1997  in  half  the  time  projected  for  FY  1996  (from 
33  months  to  17  months) . 
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Administrative  Review  Board  (ARB) 

A  total  of  $2,281,000  and  21  FTE  are  requested  for  the 
Administrative  Review  Board  (ARB)  for  FY  1997.   The  ARB  anticipates 
receiving  310  new  appeals  during  FY  1997,  20  cases  (7%)  more  than 
projected  intake  during  FY  1996.   Dispositions  are  projected  to  be 
taken  in  320  cases,  20  cases  (7%)  higher  than  total  dispositions 
projected  to  be  taken  during  FY  1996.   A  total  of  50  cases  are 
projected  to  be  pending  at  the  end  of  FY  1997,  10  cases  (17%)  lower 
than  the  caseload  projected  to  be  pending  at  the  end  of  the  FY  1996. 
The  ARB  expects  that  it  will  carry  only  50  cases  into  the  next  fiscal 
year,  29%  fewer  than  they  projected  would  be  carried  into  FY  1996. 

FY  1996 

A  total  of  $34,206,000  and  362  FTE  are  provided  for  the 
Adjudication  activity  for  FY  1996.   This  total  is  $3,034,000  and  53  FTE 
below  the  level  for  the  activity  provided  in  FY  1995.   Of  this  amount, 
$13,706,000  and  138  FTE  are  funded  from  the  Black  Lung  Disability  Trust 
Fund  (BLDTF)  and  $20,500,000  and  224  are  funded  from  General  Funds. 

Office  of  the  Administrative  Law  Judges (OALJ) 

A  total  of  $19,679,000  is  provided  for  the  Office  of 
Administrative  Law  Judges  (OALJ)  in  FY  1996.   Of  this  total,  $8,053,000 
is  funded  from  the  Black  Lung  Disability  Trust  Fund  and  $11,626,000  is 
funded  from  General  Funds. 

In  FY  1996,  OALJ  anticipates  that  it  will  receive  fewer  new  cases 
than  in  the  previous  fiscal  year,  primarily  in  the  Black  Lung  and 
immigration  areas.   However,  as  a  result  of  the  combined  effects  of  the 
government  shutdown  and  funding  constraints  imposed  by  the  series  of 
short  term  continuing  resolutions,  OALJ  projects  that  the  number  of 
dispositions  will  drop  in  FY  1996  and  the  backlog  level  will  rise.   In 
total,  7,815  new  cases  are  projected  to  be  received  during  FY  1996, 
1,202  cases  (13%)  below  the  actual  intake  during  FY  1995.   Dispositions 
are  projected  to  be  taken  in  6,431  cases  in  FY  1996,  1,501  cases  (19%) 
below  actual  dispositions  taken  for  FY  1995.   A  total  of  10,210  cases 
are  projected  to  be  pending  at  the  end  of  FY  1996,  1,384  cases  (16%) 
higher  than  the  actual  pending  caseload  carried  into  FY  1995.   A  total 
of  3,779  cases  are  projected  to  be  in  backlog  status,  2,585  cases 
(216%)  higher  than  the  backlog  at  the  end  of  FY  1995,  with  766  cases 
projected  to  be  in  backlog  status  in  the  Black  Lung  workload  area, 
1,716  cases  in  the  Longshore  workload  area,  873  cases  in  the 
Immigration  workload  area  and  424  cases  in  the  Traditional  (excluding 
INA)  workload  area. 

Staffing  cuts  taken  in  FY  1996  also  have  slowed  case  processing 
times  in  the  OALJ.   The  Black  Lung  pending  workload  is  projected  to  be 
equivalent  to  15  months  at  the  end  of  FY  1996,  equal  to  the  level  at 
the  end  of  FY  1995,  with  3,595  cases  projected  to  be  pending  at  the  end 
of  FY  1996.   However,  the  pending  workload  in  the  Longshore  workload 
area  is  projected  to  be  equivalent  to  19  months  at  the  end  of  FY  1996, 
six  (6)  months  higher  than  actual  FY  1995  level  of  13  months,  with 
4,656  cases  projected  to  be  pending  at  the  end  of  FY  1996.   In 
addition,  the  workload  in  the  Immigration  workload  area  is  projected  to 
increase  by  33  months  from  the  FY  1995  level  of  18  months  to  51  months, 
with" 1,143  cases  projected  to  be  pending  at  the  end  of  FY  1996.   In  the 
Traditional  workload  area,  816  cases  are  projected  to  be  pending  at  the 
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end  of  FY  1996,  when  only  576  cases  were  pending  In  this  area  at  the 
end  of  FY  1995. 

Benefits  Review  Board  (BRB) 

A  total  of  $9    867,000  is  provided  for  the  Benefits  Review  Board 
(BRB)  in  FY  1996.   Of  these  amounts,  $5,653,000  is  funded  from  the 
Black  Lung  Disability  Trust  Fund  and  $4,214,000  is  funded  from  General 
Funds.   The  workload  for  the  BRB  is  divided  into  two  categories  --  (1) 
Black  Lung,  and  (2)  Longshore  and  District  of  Columbia  Workers' 
Compensation  (Lone  c-hore) .   In  FY  1996,  the  BRB  anticipates  receiving 
1,130  new  Black  Lung  appeals  and  525  new  Longshore  appeals,  for  a 
combined  intake  of  1,655  new  appeals.   This  total  is  projected  to  be 
272  cases  (14%)  baiow  the  combined  intake  number  of  new  appeals  for  FY 

1995,  1,927  cases. 

The  Department's  FY  1996  appropriation  contains  language  that 
makes  it  possible  for  the  BRB  to  eliminate  all  its  backlogs  by  the  end 
of  the  fiscal  year.   Specifically,  the  appropriation  mandates  that  any 
Longshore  appeals  pending  more  than  one  year  as  of  September  12,  1996 
will  be  considered  administratively  affirmed  and,  therefore,  closed. 
The  BRB  estimates  that  roughly  800  cases  will  have  dispositions  taken 
in  this  way.   Given  this  mandate,  dispositions  are  projected  to  be 
taken  on  2,822  cases  -  1,320  Black  Lung  cases  and  1502  Longshore  cases, 
190  more  cases  (7%)  than  the  combined  number  of  dispositions  taken  on 
during  FY  1995,  2,632  cases  -  2,058  cases  in  the  Black  Lung  and  574 
cases  in  the  Longshore  workload  areas.   At  the  end  of  FY  1996,  only 
1,547  appeals  are  projected  to  be  pending  without  disposition  (863  in 
Black  Lung  cases  and  684  Longshore  cases)  and  carried  over  into  the 
next  year.   This  translates  into  1,167  (43%)  fewer  cases  than  were 
carried  over  from  FY  1995. 

Employees'  Cempensation  Appeals  Board  (ECAB) 

A  total  of  $2,542,000  is  provided  for  The  Employees'  Compensation 
Appeals  Board  (ECAB)  for  FY  1996.   Although  the  ECAB  expects  to  receive 
fewer  cases  in  FY  1996,  the  government  shutdown  significantly  slowed 
the  ECAB ' s  ability  to  process  its  caseload.   As  a  result,  the  ECAB 
projects  fewer  dispositions  in  FY  1996  and  longer  case  processing 
times.   A  total  of  2,7  00  new  appeals  are  projected  to  be  received  in  FY 

1996,  411  cases  (13%)  below  the  total  number  of  new  appeals  received  in 
FY  1995.   Dispositions  are  projected  to  total  1,850  cases  during  FY 
1996,  28  cases  (1.5%)  below  the  total  number  of  dispositions  taken  for 
FY  1995.   A  total  of  5,184  appeals  are  projected  to  be  pending  at  the 
end  of  FY  1996,  850  cases  (20%)  above  the  pending  caseload  carried  into 
the  fiscal  year  and  2,083  cases  (67%)  above  the  pending  caseload  at  the 
end  of  FY  1994.   A  33-month  case  processing  timeframe  is  projected  for 
the  end  of  FY  1996,  five  (5)  months  longer  than  the  case  processing 
timeframe  at  the  end  of  FY  1995. 

Administrative  Review  Board  (ARB) 

A  total  of  $2,118,000  is  provided  for  the  Administrative  Review 
Board  (ARB)  for  FY  1996.   The  ARB  anticipates  receiving  290  new  appeals 
during  FY  1996,  58  cases  (25%)  more  than  actual  intake  for  FY  1995. 
Dispositions  are  projected  to  be  taken  in  300  cases,  8  cases  (3%)  lower 
than  total  dispositions  taken  during  FY  1995.   A  total  of  60  cases  are 
projected  to  be  pending  at  the  end  of  FY  1996,  ten  (10)  cases  (14%) 
below  the  actual  pending  caseload  at  the  end  of  FY  1995.   The  total  of 
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60  cases  projected  to  be  pending  at  the  end  of  FY  1996  is  86  cases 
(59%)  below  the  actual  number  of  cases  carried  into  FY  1995. 

FY  1995 

A  total  of  $37,240,000  and  415  FTE  were  provided  for  this  activity 
in  FY  1995,  including  $17,314,000  and  192  FTE  derived  from  the  Black 
Lung  Disability  Trust  Fund. 

Office  of  the  Administrative  Law  Judges  (OALJ) 

In  total,  the  Office  of  Administrative  Law  Judges  (OALJ)  received 
9,017  cases  in  FY  1995  -  3,895  Black  Lung  cases,  3,741  Longshore  cases, 
694  INA  cases  and  687  traditional  cases.   Intake  in  FY  1995  increased 
by  1,160  cases  (15%)  over  actual  intake  in  FY  1994.   Dispositions  were 
taken  in  7,932  cases  -  2,883  Black  Lung  cases,  3,558  Longshore  cases, 
615  INA  cases  and  876  Traditional  cases.   A  total  8,826  cases  were 
pending  at  the  end  of  FY  1995  --  3,514  Black  Lung  cases,  3,823 
Longshore  cases,  913  INA  cases  and  576  traditional  cases.   The  pending 
caseload  at  the  end  of  the  fiscal  year  was  1,085  cases  (14%)  higher 
than  the  pending  caseload  carried  into  FY  1995.   There  was  a  backlog  of 
1,194  cases  in  the  OALJ  at  the  end  of  FY  1995  --  631  cases  in  the  Black 
Lung  workload  area,  265  cases  in  the  Longshore  workload  area,  and  298 
cases  in  the  Immigration  workload  area.   There  was  no  backlog  in  the 
Traditional  workload  area.   The  backlog  of  INA  cases  at  the  end  of  FY 
1995,  298  cases,  was  42  cases  (12%)  lower  than  the  backlog  of  cases  in 
this  area  at  the  beginning  of  the  fiscal  year.   The  average  case 
processing  timeframe  for  Immigration  workload  decreased  to  18  months 
during  FY  1995,  while  the  case  processing  timeframe  for  the  Black  Lung 
workload  area  increased  to  14  months  and  the  case  processing  timeframe 
remained  relatively  stable  in  the  Traditional  workload  area  at  a  level 
of  13  months. 

Benefits  Review  Board  (BRB) 

In  FY  1995,  the  Benefits  Review  Board  received  1,927  new  appeals  - 
-  1,371  Black  Lung  appeals  and  556  Longshore  appeals.   This  total  was 
79  cases  (4%)  lower  than  actual  intake  in  FY  1994.   Dispositions  were 
taken  2,632  appeals  during  FY  1995  -  2,058  Black  Lung  appeals  and  574 
Longshore  appeals.   The  total  of  2,632  appeal  dispositions  was  553 
cases  (17%)  lower  than  the  number  of  dispositions  taken  in  FY  1994.   A 
total  of  2,713  appeals  were  pending  before  the  BRB  at  the  end  of  FY 
1995  --  1,052  Black  Lung  appeals  and  1,661  Longshore  appeals.   The 
total  of  2,713  appeals  pending  at  the  end  of  the  year  was  706  appeals 
(21%)  below  the  total  pending  caseload  carried  into  the  fiscal  year. 
The  backlog  of  Black  Lung  appeals  was  essentially  eliminated  during  FY 
1995,  while  the  case  processing  timeframe  for  Longshore  appeals 
increased  by  three  (3)  months  in  FY  1995,  from  20  months  in  FY  1994  to 
23  months. 

Employees'  Compensation  Appeals  Board  (ECAB) 

During  FY  1995,  the  Employees'  Compensation  Appeals  Board  received 
3,111  appeals,  500  cases  (19%)  higher  than  the  actual  intake  in  FY 
1994.   Dispositions  were  taken  on  1,878  appeals  during  the  fiscal  year, 
116  cases  (7%)  higher  than  the  total  taken  in  FY  1994.   A  total  of 
4,334-  appeals  were  pending  at  the  end  of  the  fiscal  year,  1,233  cases 
(40%)  above  the  pending  caseload  carried  into  the  fiscal  year. 
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Administrative  Review  Board  (ARB) 

In  FY  1995,  the  Administrative  Review  Board  received  232  new 
appeals  and  resolved  a  total  of  308  appeals.   A  total  of  70  appeals 
were  pending  at  the  end  of  the  fiscal  year,  76  appeals  (52%)  fewer  than 
were  carried  into  the  fiscal  year. 


Changes  for  FY  1997 
($  in  Thousands) 


Activity  Changes 


Built-in: 

Annualization  of  pay  increase  effective  in  January  1996 $146 

Federal  pay  raise  effective  in  January  1997 659 

Federal  Employees '  Compensation  (FECA) 45 

Travel  and  transportation  of  persons 13 

Rental  payments  to  GSA 86 

Communications,  utilities  and  miscellaneous  charges 54 

Printing  and  reproduction 1 

Advisory  and  assistance  services 5 

Other  services 20 

Purchases  of  goods  and  services  from  Government  accounts 76 

Operation  and  maintenance  of  equipment 5 

Supplies  and  materials 11 

Equipment 5 

Federal  Employees '  Compensation  (FECA) -20 

Total  Built-in  $1,106 

Net  Program -$711 

Direct  FTE -8 


Adjudication 

Proposal:   To  reduce  administrative  expenses  by  $143,000  in  the  Office 
of  Administrative  Law  Judges. 

Rationale:   To  comply  with  the  reduction  in  administrative  expenses 
required  by  Executive  order  12837. 

Program  Effects:   This  reduction  will  be  achieved  by  cutting  travel 
expenses,  by  consolidating  office  space  to  reduce  rental  payments,  by 
reducing  equipment  rental  and  telephone  costs,  and  by  cutting  costs  for 
printing  and  reproduction  services.   Other  reductions  will  be  achieved 
by  cutting  costs  in  the  stenographic  services,  in  staff  training,  and 
in  the  operation  and  maintenance  of  owned  equipment.   Reductions  in 
costs  associated  with  supplies  and  materials  and  equipment  are  also 
included.   No  adverse  impact  from  operations  is  anticipated  at  the 
Office  of  Administrative  Law  Judges  because  of  this  reduction 

Bajsjg: 

FTE:       3_6_2  Estimate:       535.312.000 

Program  Decrease: 

FTE:      _0_  Estimate:  -S143.000 
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Proposal :   To  decrease  two  (2)  FTE  and  $168,000  in  the  Office  of 
Administrative  Law  Judges. 

Rationale:   To  comply  with  the  reduction  in  FTE  mandated  by  P.L.  103- 
226. 

Program  Effects:   These  reductions  are  being  taken  in  the  Black  Lung 
workload  area  by  consolidating  administrative  support  functions  and 
reducing  supervisory  and  non-attorney  staff.   These  consolidations  and 
reductions  will  not  result  in  any  loss  of  productivity  at  the  OALJ. 

BftOfi: 

FTE:   3_6_2  Estimate:   S35.312.000 

prngram  Decrease: 

FTE:  =2.  Estimate: 


Proposal :   To  reduce  administrative  expenses  at  the  Benefits  Review 
Board  by  $44, 000  . 

Rationale:   To  comply  with  the  reduction  in  administrative  expenses 
required  by  Executive  order  12837. 

Program  Effects:   This  reduction  will  be  achieved  by  reducing  travel 
costs,  by  consolidating  office  space  to  reduce  rental  payments,  by 
reducing  telephone  and  equipment  costs,  by  reducing  expenses  incurred 
in  miscellaneous  services,  and  by  reducing  costs  associated  with 
supplies  and  materials.   No  adverse  impact  from  operations  is 
anticipated  at  the  Benefits  Review  Board  because  of  these  reductions. 

Base: 

FTE:   362  Estimate:   S35. 312. 000 

Program  Decrease: 

FTE:   _fi  Estimate:      -S44. 000 

Proposal:   To  decrease  10  FTE  and  $621,000. 

Rationale:   To  comply  with  the  reduction  in  FTE  mandated  by  P.L. 
103-226. 

Program  Effects:   These  reductions  are  being  taken  in  the  Black  Lung 
workload  and  the  Longshore  workload  area  of  the  Benefits  Review  Board 
by  consolidating  administrative  support  functions  and  reducing 
supervisory  and  non-attorney  staff.   These  consolidations  and 
reductions  will  not  result  in  any  loss  of  productivity  at  the  BRB. 
There  will  continue  to  be  no  backlog  in  the  Black  Lung  workload.   In 
the  Longshore  area,  this  decrease  will  be  targeted  in  non-attorney 
areas  to  ensure  the  backlog  of  cases  pending  at  the  BRB  does  not 
develop . 

B_a_s_g: 

FTE:   3_£2  Estimate:   S35.312.000 

Program  Decrease: 

FTE:    -6  Estimate: 
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OFFICE  OF  ADMINISTRATIVE  LAW  JUDGES  (OALJ) 
ADJUDICATION 
SUMMARY  WORKLOAD  TABLES 


CARRYOVER  T.EVET^  10/1  • 

BLA 

LHCA/DCWC 
INA 
TRAD. 

FY  TOTALS 

NEW  CASES 

BLA 

LHCA/DCWC 
INA 
TRAD. 

FY  TOTALS 

DISPOSITIONS 

BLA 

LHCA/DCWC 
INA 
TRAD. 

FY  TOTALS 

CASES  PENDING 

BLA 

LHCA/DCWC 
INA 
TRAD. 

FY  TOTALS 


FY  1995 
ACTUALS. 

2,502 

3,640 

834 

265. 

7,741 


FY  1996 
ESTIMATE 

3,514 

3,823 

913 

576 

8,826 


FY  1997 
ESTIMATE 

3,595 
4,656 
1,143 

_ai£ 


10,210 


3,895 

2,910 

2,910 

3,741 

3,773 

3,823 

694 

500 

500 

687 

632 

632 

9,017 

7,815 

7,865 

2,883 

2,829 

2,583 

3,558 

2,940 

3,360 

615 

270 

450 

876 

392 

392 

7,932 

6,431 

6,785 

3,514 

3,595 

3,922 

3,823 

4,656 

5,119 

913 

1,143 

1,193 

576 

816 

1.056 

8,826 

10,210 

11,290 

WORK  TN  PROGRESS: 

BLA 

LHCA/DCWC 
INA 
TRAD. 

FY  TOTALS 


2,883 

3,558 

615 

S26. 

7,932 


2,829 

2,583 

2,940 

3,360 

270 

450 

392 

392 

6,431 

6,785 

BLA  -  Black  Lung  Act 

LHCA/DCWC  -  Longshore/Harbor  Workers  Compensation  Act 

INA  -  Immigration  and  Naturalization  Act 

TRAD  -  Traditional  caseload 
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OFFICE  OF  ADMINISTRATIVE  LAW  JUDGES  (OALJ) 

ADJUDICATION 

SUMMARY  WORKLOAD  TABLES 

FY  1995  FY  1996        FY  1997 

BACKLOG  CASES                      ACTUALS.  ESTIMATE       ESTIMATE 

BLA  631               766          1,339 

LHCA/DCWC  265             1,716          1,759 

INA  298               873            743 

TRAD.  a  424  664 

FY  TOTALS  1,194                                3,779                        4,505 

PENDING    (MONTHS) 

BLA  15                15             18 

LHCA/DCWC  13               19            18 

INA  18                51             32 

BACKLOG  (MONTHS) 

BLA  3                 3              6 

LHCA/DCWC  1                7              6 

INA  6                39             20 

POSITIONS: 

BLA 

Judges  23 

Other  42 

FY  Subtotals  70 

LHCA/DCWC 

Judges  25 

Other  51 

FY  Subtotals  78 

INA 

Judges  5 

Other  ia 

FY  Subtotals  15 

TRAD. 

Judges  15 

Other  ia 

FY  Subtotals  45 

FY  TOTALS 

Judges  68 

Others  14J2 

208 


23 

21 

12 

-   42 

70 

*   68 

? 

21 

24 

55 

54 

76 

78 

3 

5 

ia 

ia 

13 

15 

8 

8 

25 

21 

33 

29 

55 

58 

137 

112 

192 

190 

DM-88 
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PROGRAM; BLACK  LUNG 

OFFICE  OF  ADMINISTRATIVE  LAW  JUDGES  (OALJ) 
ADJUDICATION 
SUMMARY  WORKLOAD  TABLES 


CARRYOVER  10/1 
BRB  REMANDS 


FY  1995 

ACTUALS 


2,502 
585 


FY  1996 

ESTIMATE 


3,514 
450 


FY  1997 

ESTIMATE 


3,595 
450 


NEW  CASES  (BLA) 


3,234 


2,411 


2,411 


NEW  OVERPAYMENT  (BLO) 
&  INTEREST  (BMI) 

TOTAL  WORKLOAD 


DISPOSITIONS 
CASES  PENDING 
WORK  IN  PROGRESS 
BACKLOG  CASES 
PENDING  -  (MONTHS) 
BACKLOG  -  (MONTHS) 


6,397 

2,883 

3,514 

2,883 

631 

15 

3 


6,424 

6,505 

2,829 

2,583 

3,595 

3,922 

2,829 

2,583 

766 

1,339 

15 

18 

3 

6 

POSITIONS : 

JUDGES 
OTHER 

TOTAL 


23 
42 
70 


2  2 
47 


21 
41 
68 
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OFFICE  OF  ADMINISTRATIVE  LAW  JUDGES  (OALJ) 
ADJUDICATION 
SUMMARY  WORKLOAD  TABLES 


DM-89 


CARRYOVER  10/1 


BRB  REMANDS 
NEW  CASES 

TOTAL  WORKLOAD 


DISPOSITIONS 
CASES  PENDING 
WORK  IN  PROGRESS 
BACKLOG  CASES 
PENDING  -  (MONTHS) 
BACKLOG  -  (MONTHS) 


FY  1995 
ACTUATE 


3,640 


FY  1996 
ESTIMATE 


3,823 


FY  1997 
ESTIMATE 


4,656 


120 
3,621 
7,381 

150 
7,596 

200 
8,479 

3,558 

2,940 

3,360 

3,823 

4,656 

5,119 

3,558 

2,940 

3,360 

265 

1,716 

1,759 

13 

19 

18 

1 

7 

6 

POSTTTONre- 

JUDGES 
OTHER 
TOTAL 


25 
53. 

78 


21 

55 
76 


24 
51 
78 


1236 


DM- 90 


PEQGBM; IMMIGRATION 

OFFICE  OF  ADMINISTRATIVE  LAW  JUDGES  (OALJ) 

ADJUDICATION 

SUMMARY  WORKLOAD  TABLES 


CARRYOVER  10/1 
NEW  CASES 

TOTAL  WORKLOAD 


DISPOSITIONS 
CASES  PENDING 
WORK  IN  PROGRESS 
BACKLOG  CASES 
PENDING  -  (MONTHS) 
BACKLOG  -  (MONTHS) 


FY  1995 
ACTUALS 

FY  1996 
ESTIMATE 

FY  1997 

"    83"4  " 
694 
1,528 

913 

500 

1,413 

1,143 

500 

1,643 

615 

270 

450 

913 

1,143 

1,193 

615 

270 

450 

298 

873 

743 

18 

51 

32 

6 

39 

20 

POSITIONS: 

JUDGES 
OTHER 
TOTAL 


5 
15 


3 
ID. 
13 


5 

ID. 
15 
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OFFICE  OF  ADMINISTRATIVE  LAW  JUDGES  (OALJ) 
ADJUDICATION 
SUMMARY  WORKLOAD  TABLES 
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CARRYOVER  10/1 
NEW  CASES 

TOTAL  WORKLOAD 


DISPOSITIONS 
CASES  PENDING 
WORK  IN  PROGRESS 
BACKLOG  CASES 


FY  1995 
ACTUALS. 

FY  1996 
RSTTMATE 

FY  1997 

765 

687 

1,452 

576 

632 

1,208 

816 

632 
1,448 

876 

392 

392 

576 

816 

1,056 

876 

392 

392 

0 

424 

664 

POSITIONS: 

JUDGES  15  8  8 

OTHER  10.  25.  21 

TOTAL  45  33  29 
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APPEALS 
Carryover  10/1 
New  Appeals  Filed 
Totals  Appeals 
Dispositions 
Appeals  Pending  9/30 
Backlog  (Appeals) : 
Pending  Cases  in  Months : 
Backlog  in  Months : 

Judges 

Staff  Attorneys  Available: 

Other  Staff 

Total  Staff  On-Board 


BENEFITS  REVIEW  BOARD  (BRB) 

ADJUDICATION 
BLACK  LUNG  WORKLOAD  TABUS 


FY  1995 
ACTUAL 

FY  1996 
ESTIMATE 

FY  1997 
ESTIMATE 

1,740 

1 

053 

863 

un 

1 

130 

1^225. 

3,111 

2 

183 

2,088 

2,058 

1 

320 

1,440 

1,053 

863 

648 

0 

0 

0 

6 

8 

5 

0 

0 

0 

4 

2 

2 

49 

28 

30 

69 

38 

33 

122 

68 

.   65 
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APPEALS 
Carryover  10/1 
New  Appeals  Filed 
Totals  Appeals 
Dispositions 
Appeals  Pending  9/30 
Backlog  (Appeals) : 
Pending  Cases  in  Months: 
Backlog  in  Months: 

Judges 

Staff  Attorneys  Available: 

Other  Staff 

Total  Staff  On-Board 


BENEFITS  REVIEW  BOARD  (BRB) 
ADJUDICATION 

LONGSHORE  WORKLOAD  TABLES 


FY  1995 
ACTUAL 


1,679  1/ 
556  2/ 
2,235 

574  1/ 

1,661 

1,087 

35 

23 

1 
13 
15 
29 


FY  1996 

FY  1997 
ESTIMATE 

1,661 

684 

525 

695 

2,186 

1,379 

1,502  1/ 

882 

684 

497 

0 

0 

9 

7 

0 

0 

3 

3 

15 

18 

34 

13 

52 

34 

1/  Includes  2,071  consolidated  appeals  resulting  from  5  OALJ  decisions. 

2/  Includes  331  consolidated  appeals  resulting  from  2  OALJ  decisions. 

2/  Includes  2  decisions  which  disposed  of  766  consolidated  appeals . 

4/  Includes  5  decisions  which  disposed  of  1,636  consolidated  appeals;  also 
includes  an  estimate  of  800  Longshore  appeals  to  be  administratively  affirmed 
on  September  13,  1996,  as  required  by  P.L.  104-134  because  they  were  more  than 
a  year  old. 
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EMPLOYEES'  COMPENSATION  APPEALS  BOARD  (ECAB) 

ADJUDICATION 

WORKLOAD  TABLES 


Appeals  Carried  Forward 

New  Appeals  Docketed 

Total  Docketed 

Appeals  Closed: 
Decisions 

Final  Orders 

Total  Dispositions 


Appeals  Pending  at 
End  of  Fiscal  Year 


Oral  Arguments  Held 


Processing  Time  in  Months 
for  Pending  Appeals 


FTE  Authorized 
Staff  Attorneys 


FY  1995 
ACTUAL 

FY  1996 
ESTIMATE 

FY  1997 
ESTIMATE 

3,101 

4,334 

5,184 

3.111 

2.700 

2.600 

6,212 

7,034 

7,784 

1,376 

1,350 

2,700 

5Q2 

500 

520 

1,878 

1,850 

3,220 

4,334 

5,184 

4,564 

61 

60 

60 

28 

33 

17 

34 

30 

44 

14 

13 

25 
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ADMINISTRATIVE  REVIEW  BOARD 
(WAGE  APPEALS  BOARD/BOARD  OF  SERVICE  CONTRACT  APPEALS  (WAB/BSCA) 
AND  OFFICE  OF  ADMINISTRATIVE  APPEALS  (OAA) ) 
ADJUDICATION 
WORKLOAD  TABLES 


FY  1995 
ACTUAL 


FY  1996 

ESTIMATE 


FY  1997 

ESTIMATE 


Carryover  10/1  ; 


146 


70 


60 


New  Appeals  Filed: 


232 


290 


310 


Appeals  on  Hand: 


378 


360 


370 


Appeals  Resolved: 


308 


300 


320 


Appeals  Pending  9/30: 


60 


50 
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PROMOTING  EMPLOYMENT  OF  PEOPLE  WITH  DISABILITIES 
(S  in  Thousands) 

FY  1996  FY  1997  Difference 

Appropriation  Estimate  FY  1996/FY  1997 

FTE     Amount  FTE     Amount  FTE    Amount 

37     $4,358  37     $4,389  0       +$31 


Introduction 

The  mission  of  the  President's  Committee  on  Employment  of  People  with 
Disabilities  (PCEPD)  is  to  impact  on  the  high  unemployment  rate  of  people  with 
disabilities.   According  to  the  U.S.  Census  Bureau,  over  67  percent  of  working 
age  people  with  disabilities  do  not  work,  either  full  or  part-time.   The 
Committee  provides  information,  training,  and  technical  assistance  to 
America's  business  leaders,  organized  labor,  rehabilitation  and  service 
providers,  advocacy  organizations,  families  and  individuals  with  disabilities. 
To  achieve  its  goals,  the  Committee  works  closely  with  Governor's  Committees 
in  the  states,  Puerto  Rico  and  Guam;  with  over  600  Mayor's  Committees;  with 
over  300  volunteers  who  serve  on  one  of  the  six  standing  committees  or  on 
special  task  forces;  and  with  over  5,000  disability  community  leaders. 

Currently,  the  President's  Committee  is  organized  into  four  major 
divisions:  (1)  the  Office  of  Plans,  Projects  and  Services;  (2)  the  Office  of 
Public  Affairs;  (3)  the  Office  of  Administrative  Management;  and  (4)  the 
Office  of  the  Executive  Director.   The  Office  of  PlanB,  Projects  and  Services 
provides  staff  support  to  five  subcommittees  that  address  the  following  areas: 
employment,  labor,  employee  disability  concerns,  disabled  veterans  issues,  and 
state  relations.   This  office  works  closely  with  State  and  local  Committees  on 
Employment  of  People  with  Disabilities.   The  office  tracks  recent  studies, 
statistical  data  and  trends  in  employment  of  people  with  disabilities;  and 
provides  counseling,  technical  assistance  and  other  services  to  the  public  and 
to  organizations.   The  Office  of  Public  Affairs  is  responsible  for  external 
communications,  including  publications,  media  relations  and  constituency 
relations.   This  office  provides  staff  support  to  the  Communications 
Subcommittee,  carries  out  the  promotion  of  National  Disability  Employment 
Awareness  Month,  and  coordinates  and  carries  out  the  President's  Committee's 
National  Awards  program.   The  Office  of  Public  Affairs  also  coordinates  the 
development  and  production  of  all  publications  and  public  service 
announcements,  initiates  communications  with  and  responds  to  the  media  on 
disability  employment  issues,  monitors  applicable  legislation  and  responds  to 
public  queries  related  to  disability  employment  issues.   The  Office  of 
Administrative  Management  maintains  all  administrative  management,  contract, 
budget,  automation  support,  and  personnel  functions;  determines  membership 
criteria;  and  maintains  the  membership  rolls.   This  office  also  oversees  the 
President's  Committee's  Job  Accommodation  Network  (JAN).   The  Executive 
Director  is  the  liaison  with  the  Executive  Board  and  directs  the  overall 
operations  of  the  President's  Committee. 

Federal  funds  are  used  to  meet  the  cost  of  salaries  and  expenses  for  the 
staff,  to  provide  the  necessary  materials  to  support  the  Committee's  programs, 
and  to  pay  for  travel  expenses  of  the  Chair  and  Vice  Chairs,  who  otherwise 
serve  without  compensation.   All  other  volunteer  members  also  serve  without 
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S4 

321 

000 

33 

$4 

312 

000 

37 

$4 

320 

000 

35 

$4 

358 

000 

35 

$4 

358 

000 

37 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 
follows: 

Funding         FTE 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

FY  1996 

FY  1997  Budget  Request 

The  ceiling  and  funding  levels  requested  by  this  activity  for  FY  1997  are 
37  FTE  and  $4,389,000  respectively.   These  totals  represent  a  net  increase  of 
$31,000  above  the  level  provided  for  FY  1996.   Included  in  this  amount  are 
built-in  increases  totaling  $150,000  and  two  (2)  decreases  in  a  combined  total 
of  $119,000:  $4,000  for  a  built-in  reduction  in  costs  associated  with  the 
Federal  Employees'  Compensation  Act  (FECA)  and  $115,000  to  comply  with 
reductions  mandated  by  Executive  Order  12837.   Included  in  the  budget  request 
for  FY  1997  is  $887,000  for  the  Job  Accommodation  Network  (JAN). 

The  FY  1997  budget  request  contains  funds  to  continue  with  the  present 
level  of  services.   The  President's  Committee's  goal  for  FY  1997  is  to  provide 
leadership  in  the  effort  to  eliminate  employment  barriers  to  people  with 
physical,  mental  and  communications  disabilities.   The  Committee  will 
accomplish  this  goal  through  a  wide  variety  projects  and  services.   The  key  to 
success  will  be  long  term  projects  such  as  the  Job  Accommodation  Network 
(JAN) ,  the  Business  Leadership  Network  (BLN) ,  the  summer  jobs  program  for 
youths  with  disabilities  (Federal  Recruitment  Program) ,  High  School/High  Tech, 
Outreach  to  Small  Business,  Minority  Initiative,  Youth  Leadership  and 
Entrepreneurship .   Additionally,  the  Committee  continues  to  make  available  to 
various  groups  a  wide  assortment  of  materials  developed  by  the  membership  and 
staff.   Various  other  programs  and  projects  break  new  ground  in  the  employment 
of  people  with  disabilities.   Increasing  the  employment  of  people  with 
disabilities  reverses  their  historical  exclusion  from  the  labor  market, 
thereby  enhancing  both  their  quality  of  life  and  the  economic  prosperity  of 
the  Nation.   The  President's  Committee's  effort  is  necessary  to  increase  the 
productivity  and  competitiveness  of  the  American  work  force. 

A  major  specific  goal  in  the  President's  Committee's  effort  is  to  support 
the  full  implementation  of  the  Americans  with  Disabilities  Act  (ADA) ,  the 
comprehensive  civil  rights  legislation  for  individuals  with  disabilities. 
Section  506(b)  of  the  ADA  authorizes  the  U.S.  Attorney  General  to  obtain  the 
assistance  of  the  President's  Committee  in  providing  technical  information  in 
support  of  the  goals  of  the  law.   The  President's  Committee's  technical  or 
informational  assistance  is  designed  to  augment  the  legal  technical  assistance 
the  compliance  agencies  provide.   The  Committee  offers  employers,  organized 
labor,  employment  training  organizations  and  people  with  disabilities 
techniques  and  further  resources  designed  to  help  them  decide  how  to  respond 
to  the  principles  of  the  law.   In  other  words,  the  President's  Committee 
augments  the  compliance  program  with  examples  and  techniques  on  how  to  train, 
accommodate,  advance,  retain  and  employ  people  with  disabilities.   The 
Committee's  years  of  experience  in  advancing  the  employment  of  people  with 
disabilities  along  with  its  volunteer  member  corps  from  the  employer,  labor. 
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education  and  training  communities,  as  well  as  the  disability  community,  make 
it  a  unique  resource  for  the  Nation  on  how  to  employ  people  with  disabilities. 

The  President's  Committee  is  already  responding  to  an  unprecedented 
number  of  requests  for  information,  printed  materials,  videos,  speeches  and 
training  to  implement  the  ADA.   The  President's  Committee  is  aware,  however, 
that  major  segments  of  the  business,  industrial,  retail  and  disability 
communities  are  either  unaware  of  the  requirements  of  the  ADA  or  are 
misinformed  about  their  responsibilities.   The  President's  Committee  must 
greatly  expand  its  program  of  services  and  make  them  available  to  this 
increasingly  larger  audience.   The  President's  Committee  continues  to  develop 
effective,  tailored  outreach  programs  to  each  of  these  constituencies  that 
ultimately  will  be  instrumental  in  resolving  disputes  and  successfully 
implementing  the  ADA  at  the  local,  business  and  community  levels. 

Services  that  are  funded  at  this  level  include  the  following: 

conducting  a  program  of  activities  such  as  the  Business  Leadership 
Network,  the  summer  jobs  program  for  youths  with  disabilities.  High 
School/High  Tech,  Outreach  to  Small  Business,  Entrepreneurship,  minority 
initiatives,  demographic  design,  special  meetings,  publications,  and  technical 
assistance  support; 

--  providing  disability  employment  accommodation  and  ADA  information 
through  the  Job  Accommodation  Network.  JAN  is  a  hotline  service  which 
provides  information  and  consulting  services  to  over  70,000  callers  per  year. 
One  of  the  Committee's  most  successful  programs,  JAN  helps  both  employers  and 
employees  learn  about  ways  to  modify  the  workplace  to  accommodate  people  with 
disabilities.  Over  twenty  percent  (20%)  of  the  President's  Committee  current 
budget  is  used  to  fund  JAN; 

supporting  the  programming  and  technical  assistance  needs  of  our 
network  of  cooperating  State  and  local  committees  on  the  employment  of  people 
with  disabilities; 

engaging  our  volunteer  members  in  a  full  range  of  activities  designed 
to  support  the  Americans  with  Disabilities  Act;  and 

providing  guidance  to  the  President  and  other  government  officials 
regarding  the  full  integration  of  individuals  with  disabilities  into 
employment . 

FY  1996 

In  FY  1996  the  President's  Committee  is  funded  to  a  level  of  $4,358,000 
and  37  FTE.   Included  in  this  amount  is  $948,000  for  the  Job  Accommodation 
Ne  twor k . 

In  FY  1996,  the  Committee  continues  to  develop  programs  and  provide 
information  to  government,  employers,  labor  organizations  and  the  general 
public  on  issues  concerning  employment  opportunities  for  individuals  with 
disabilities. 

The  following  major  initiatives  for  FY  1996  have  been  or  are  being 
undertaken: 


1245 


DM-99 


developing  the  Business  Leadership  Network; 

co-sponsoring  the  Federal  Recruitment  program  for  Students  with 
Disabilities  with  the  Department  of  Defense  --  this  program,  which  is 
supported  by  eight  (8)  Federal  agencies,  is  designed  to  provide  over  150 
summer  and  permanent  employment  opportunities  for  college  students  with 
disabilities ; 

overseeing  the  start-up  of  three  new  High  School/High  tech  sites; 

continuing  the  funding  of  the  Job  Accommodation  Network  to  respond  to 
over  65,000  callers  on  questions  dealing  with  employment  accommodations  and 
ADA  related  information; 

conducting  the  Annual  Conference  of  the  President's  Committee  in 
Detroit,  Michigan  on  May  22-24,  1996  --  the  conference  is  expected  to  serve 
more  than  2,500  delegates  and  will  focus  on  information  and  resources  on 
employment  of  people  with  disabilities;  and 

developing  an  Outreach  to  Small  Business  Program. 

FY  1995 


For  FY  1995,  a  total  of  $4,358,000  was  provided  for  PCEPD.   This  total 
was  sufficient  to  fund  the  Committee's  authorized  ceiling  of  35  full-time 
equivalent  positions  and  included  $1,071,000  for  the  Job  Accommodation 
Network. 

In  FY  1995,  the  PCEPD  continued  to  develop  and  provide  information  to 
government,  employers,  labor  organizations,  and  the  general  public  on  issues 
that  involved  people  in  the  workforce  with  disabilities.   The  Committee 
attempted  to  develop  a  consensus  on  these  issues  among  Federal  agencies.  State 
and  local  officials.  Governors,  professional  organizations,  labor 
organizations  and  local  committees  on  employment  of  people  with  disabilities. 
With  the  final  implementation  of  Title  I  of  the  ADA  in  July  1994,  employers 
and  consumers  had  a  tremendous  need  for  education  and  technical  assistance. 

The  following  major  initiatives  for  FY  1995  were  undertaken: 

--  implemented  a  pilot  project  for  the  Business  Leadership  Network  in 
nine  states  with  the  long  term  goal  of  developing  such  a  network  in  all  50 
states ; 

--  co- sponsored  the  Federal  Recruitment  Program  for  Students  with 
Disabilities  with  the  Department  of  Defense  --  this  program,  was  supported  by 
eight  federal  agencies,  provided  over  150  summer  and  permanent  employment 
opportunities  for  college  student's  with  disabilities; 

--  developed  an  outreach  program  for  Title  I  of  ADA  with  respect  to  the 
full  range  of  employment  concerns  related  to  the  employment  of  individuals 
with  disabilities,  that  included  a  Business  Forum  on  Strategies  for 
Implementing  the  Americans  with  Disabilities  Act  (ADA) ; 

--  conducted  the  Annual  Conference  of  the  President's  Committee  in 
Portland,  Oregon  May  17-19,  1995  --  the  conference  served  more  than  2,500 
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delegates  and  focused  on  information  and  resources  on  the  employment  of  people 
with  disabilities ; 

--  promoted  the  observance  of  "National  Disability  Employment  Awareness 
Month"  (NDEAM)  in  October  1995,  the  Congressionally-mandated  observance 
spearheaded  by  the  President's  Committee  --  the  Committee  led  the  nation's 
observance  of  the  month  by  preparing  and  distributing  the  necessary  materials, 
including  a  Presidential  proclamation,  and  in  addition,  supported  State  and 
local  NDEAM  events  through  public  appearances;  and 

--  continued  the  funding  of  the  Job  Accommodation  Network  which  responded 
to  a  over  70,000  callers  on  questions  dealing  with  employment  accommodations, 
the  ADA  and  related  information. 


Changes  for  FY  1997 
($  in  Thousands) 


Activity  Changes; 
Built  in: 


Annualization  of  locality  and  general  pay  increase  in  1996..  $13 

Pay  raise  effective  in  January  1997 71 

Federal  Employees'  Retirement  System  (FERS) 8 

Travel  and  Transportation  of  persons 3 

Rental  payment  to  GSA 11 

Communications,  utilities  and  miscellaneous  charges 1 

Printing  and  reproduction 3 

Other  Services 5 

Purchase  of  Goods  &  Services  from  Government  Accounts 

Supplies  and  materials 1 

Equipment 1 

Grants,  subsidies,  and  contributions 26 

Federal  Employees'  Compensation  Act  (FECA) -4 

Total  Built-in +$146 

Net  Program -$115 

Direct  FTE 0 
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Promoting  Employment  of  People  with  Disabilities 

Proposal :   To  reduce  administrative  expenses  by  $115,000. 

Rational:   To  comply  with  the  requirements  of  Executive  Order  12837. 

pr*nram  Effects:   PCEPD  will  take  administrative  reductions  from  the  resources 
devoted  to  travel,  space,  communications,  printing,  supplies,  and  other 
support  services.   Additionally,  $87,000  of  the  administrative  reduction  will 
be  taken  out  of  funding  for  Job  Accommodation  Network  (JAN) .   Public  demand 
for  the  services  provided  by  JAN  rises  annually,  but  the  implementation  and 
utilization  of  advanced  technologies  will  lessen  the  impact  this  reduction 
might  have  on  increased  demand  for  services.   Additional  savings  will  be 
realized  as  new  contract  specifications  are  developed,  when  the  current 
agreement  expires  in  FY  1997. 

Base: 

FTE:  17  Estimate:   $4.504.000 

Program,  Decrease; 

FTE:  0  Estimate:  -S115.000 


24-955    96-40 
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WOMEN'S  BUREAU 
($  in  Thousands) 


FY  1996  FY  1997                      Difference 

Appropriation  Estimate  FY  1996/FY  1997 

FTE    Amount  FTE    Amount                   FTE   Amount 

75    $7,743  75    $7,751                    0       +$8 


Introduction 

The  Women's  Bureau  (WB)  is  the  only  Federal  agency  with  primary 
responsibility  for  serving  and  promoting  the  interests  of  working  women,  as 
authorized  by  Public  Law  66-259,  enacted  June  5,  1920.   Through  its  national 
and  ten  regional  offices,  the  Bureau  participates  in  the  development  of 
Federal,  State  and  local  policies  and  programs  to  benefit  working  women; 
conducts  research,  reviews  legislation,  conducts  experimental  and  evaluation 
projects  that  contribute  to  the  development  and  implementation  of  public 
policy;  and  provides  specific  program  support  and  technical  assistance  to 
various  targeted  groups.  State  and  local  governments,  industries,  trade  unions, 
academia  and  others. 

From  its  organizational  position  in  the  Office  of  the  Secretary  of  Labor, 
the  Women's  Bureau  is  ideally  situated  to  accomplish  its  mission  within  the 
context  of  the  President's  and  Secretary's  goals  and  objectives: 

(1)  by  articulating  the  interests  and  concerns  of  working  women  at 
Departmental  levels  and  with  other  DOL  agencies  as  policies,  legislation  and 
regulations  are  developed  concerning  employee  rights,  opportunities  and 
benefits,  work  environments  and  worker  safety; 

(2)  by  advocating  the  inclusion  of  women  in  training  programs  for  better 
jobs  with  increased  earnings  potential; 

(3)  by  serving  as  a  catalyst  and  central  network  for  women's  professional 
and  trade  organizations,  training  organizations,  minority  and  other  interest 
groups  and  coalitions; 

(4)  by  collecting,  analyzing  and  disseminating  data  and  other  economic  and 
demographic  information,  including  career  identification  and  tracking,  wage 
differentials,  and  barriers  to  and  within  certain  occupational  fields  that 
affect  working  women; 

(5)  by  developing  model  programs  to  demonstrate  innovative  and  effective 
solutions  to  barriers  that  prevent  the  full  utilization  of  working  women; 

(6)  by  representing  the  issues  and  concerns  of  American  working  women  at 
international  and  other  meetings;  and 

(7)  by  serving  as  a  source  of  education  directly  for,  about  and  to  working 
women . 
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Through  its  Performance  Agreement  with  the  President,  the  Department  of 
Labor  has  reaffirmed  its  commitment  to  preparing  America's  workforce  and 
workplaces  for  the  21st  century.   Given  the  dramatic  increase  in  the  numbers  of 
workforce  participants  who  will  be  women,  its  Congressional  mandate  and  its 
track  record  of  75  years  of  exemplary  service,  the  Women's  Bureau  envisions  its 
role  as  central  in  assisting  the  Department  of  Labor  to  meet  its  mission  of 
preparing  the  American  workforce  and  workplace  for  the  future. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 
follows: 

Funding       FTE 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

FY  1996 


FY  1997  Budget  Request 

The  Women's  Bureau  is  requesting  a  total  of  $7,751,000  and  75  FTE  for  FY 
1997.   This  represents  a  net  increase  of  $8,000  above  the  level  for  FY  1996. 
Built-in  increases  total  $272,000,  of  which  $196,000  are  in  the  areas  of 
personnel  compensation  and  benefits  and  $76,000  are  in  non-personnel  services. 
Built-in  decrease  total  $4,000  as  a  result  of  a  reduction  taken  in  the  FECA 
program  decrease  assessment.   A  program  decrease  of  $260,000  is  proposed  in 
administrative  expenses  to  comply  with  the  requirements  of  Executive  Order 
12837. 

This  budget  request  is  designed  to  support  two  priority  strategies  within 
the  context  of  promoting  the  welfare  of  wage-earning  women:   policy  development 
and  public  outreach. 

Policy  Development ■   The  Women's  Bureau  will  continue  to  build  on  its 
momentum  generated  in  FY  1996  to  stimulate  continued  policy  and  program 
development  in  the  three  issue  areas  below: 

(1)  Pay  -  to  identify  ways  women  workers  can  move  into  the  middle-class 
income  bracket;  and  expand  the  Women's  Bureau  Fair  Pay  Clearinghouse 
publication  series  and  database  on  effective  strategies  for  raising  pay  and 
traditionally  female  occupations ; 

(2)  Work  and  Family  (with  an  emphasis  on  dependent  care)  -  increase 
awareness  and  address  working  women's  concerns  so  that  employers  and  public 
policy  adequately  recognize  and  support  workers'  family  responsibilities;  and 

(3)  Valuing  Women's  Work  -  working  women  reported  that  very  often  they  do 
not  receive  recognition  and  credit  for  what  they  can  do,  nor  do  they  have 
access  to  training  to  build  their  skills  and  increase  their  marketability.   The 
Bureau  will  respond  to  this  by  continuing  work  in  the  areas  of: 

•Enforcement     -    continue  the  Bureau's  "Know  Your  Rights  Campaign"  by 
expanding  the  "Don't  Work  In  the  Dark"  publication 


1250 


DM-104 


series  to  help  women  more  effectively  enforce  their 
legal  rights  to  equal  employment  opportunity; 

Training        -    educate  the  public  about  the  Department  of  Labor 
Employment  Training  Reforms;  and 

Best  Practices  -    disseminate  best  practices  identified  by  the  Honor  Roll 
through  the  Pair  Pay  Clearinghouse  computer  database, 
Internet  and  in  publication  format. 

Specifically,  unique  and  responsive  policies  and  programs  of  Honor  Roll 
members  will  be  targeted  for  replication  by  other  public  and  private  sector 
organizations . 

Public  Education  and  Outreach.   The  Women's  Bureau  will  continue  its  focus 
on  the  priority  areas  identified  by  250,000  working  women  respondents  to  the 
1994  Working  Women  Count  Survey:   pay  and  benefits;  valuing  women's  work 
through  job  training  and  career  advancement;  balancing  work  and  family.   The  FY 
1996  initiative,  the  Working  Women  Count  Honor  Roll,  will  generate  over  1,000 
pledges  from  businesses,  labor  unions,  community-based  non-profit 
organizations,  educational  institutions,  media  and  on-line  services,  which  will 
result  in  concrete  improvement  in  the  working  lives  of  over  1,000,000 
Americans . 

The  Women's  Bureau  will  continue  its  leadership  role  in  fostering  global 
relationships,  through  its  participation  in  activities  of  the  United  Nations 
Commission  on  the  Status  of  Women;  post  Fourth  World  Conference  on  Women 
activities  (Beijing  follow-up)  and  other  international  committees.   Bureau 
staff  in  the  regional  and  national  offices  will  continue  to  provide  information 
on  the  role  and  status  of  U.S.  women  to  delegations  of  international  visitors. 

More  specific  details  of  the  policy  development  and  public  outreach 
activities  that  will  be  supported  by  the  19  97  budget  request  include  the 
following  areas: 

Employment.  Training,  and  Worklife  Activities.   The  Women's  Bureau  will 
complete  the  fourth  and  final  year  of  the  four-year  Demonstration  Program 
Grants  to  States  implemented  by  the  Nontraditional  Employment  for  Women  (NEW) 
Act  and  will  begin  drafting  for  submission  to  Congress  a  final  report  that 
documents  the  experiences  and  lessons  learned. 

The  Women's  Bureau  will  submit  to  Congress  a  final  report  that  documents 
the  experiences  and  lessons  learned  from  the  two-year  Demonstration  Program 
Grants  to  States  implemented  by  the  Women  in  Apprenticeship  and  Nontraditional 
Occupations  (WANTO)  Act. 

Displaced  homemakers  will  continue  to  receive  support  for  re-entering  the 
workforce.   Bureau  projects  for  this  population  will  help  to  identify 
strategies  to  improve  employment  opportunities  for  this  ever  increasing  number 
of  women  who  maintain  families. 

The  Bureau's  regional  offices  will  continue  to  concentrate  outreach 
activities  on  working  women.   Meetings  and  other  events  will  be  held  in  each 
region  to  inform  working  women  of  their  existing  job  rights;  dependent  care; 
women's  economic  development;  women  and  the  global  economy;  employment  and 


1251 


DM-105 


training  programs  for  women  and  girls;  educate  women  regarding  the  elements  of 
high  wage  workplaces;  and  surface  issues  of  healthy  and  safe  work  environments. 

The  Women's  Bureau  will  also  continue  its  support  for  the  Department's 
Memoranda  of  Understanding  with  Historically  Black  and  Hispanic  Universities  by 
providing  training  grants  and/or  internships  to  member  institutions. 
Additionally,  regional  offices  will  continue  their  working  relationships  with 
Native-American  institutions. 

Publications  and  Public  Information.   The  Bureau's  publications  will 
remain  an  authoritative  source  of  objective  information  on  the  status,  role, 
and  rights  of  women  workers.   The  national  office  will  continue  to  distribute 
the  expanded  "Don't  Work  In  the  Dark"  series  and  evaluate  the  need  for 
additional  publications.   The  Bureau  will  expand  its  publications  to  support 
the  Fair  Pay  Clearinghouse  and  will  proceed  with  the  distribution  of  its 
popular  fact  sheet  series. 

Media  placements  will  be  aimed  at  a  variety  of  ethnic,  racial,  economic, 
and  regional  groups  through  special  targeting  of  press  releases  and  printed 
material  and  on-site  booths  at  conferences  and  conventions  of  constituent 
organizations . 

FY  1996 

A  total  of  $7,743,000  and  75  FTE  are  provided  for  the  Women's  Bureau  in 
FY  1996.   This  represents  a  decrease  of  2  FTE  and  $583,000  from  the  total 
provided  in  FY  1995. 

This  budget  request  is  designed  to  support  two  priority  strategies  within 
the  context  of  promoting  the  welfare  of  wage-earning  women:  policy  development 
and  public  outreach. 

Policy  Development.   The  key  areas  for  policy  development  will  follow  up 
to  what  was  learned  through  Working  Women  Count,  a  customer  survey  asking 
working  women  how  they  would  like  to  improve  their  jobs.   The  Women's  Bureau 
recommendations  will  include  voluntary,  administrative  and  legislative  policies 
that  center  around  the  areas  below: 

(1)  Pay  -  continue  to  identify  ways  women  workers  can  move  into  the 
middle-class; 

(2)  Work  and  Family  (with  an  emphasis  on  dependent  care)  -  increase 
awareness  and  address  working  women's  concerns  so  that  employers  and  public 
policy  adequately  recognize  and  support  women's  family  responsibilities;  and 

(3)  Valuing  Women's  Work  -  working  women  reported  that  very  often  they  do 
not  receive  recognition  and  credit  for  what  they  can  do,  nor  do  they  have 
access  to  training  to  build  their  skills  and  increase  their  marketability;  and 
the  Bureau  will  respond  to  this  by  continuing  work  in  the  areas  of: 

Enforcement   -      produce  materials  on  wage  discrimination  and  age 
discrimination;  and 

•Training      -      educate  our  constituents  about  the  Department  of  Labor 
Employment  Training  Reforms; 
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Public  Education  and  Outreach.   The  Women's  Bureau  will  continue  to  build 
upon  the  results  of  the  customer  survey  of  250,000  women  and  work  within  the 
Department  and  other  agencies  to  raise  awareness  of  the  issues  identified. 

The  Women's  Bureau  will  continue  its  leadership  role  in  fostering  global 
relationships,  through  its  participation  in  activities  of  the  Organization  of 
Economic  and  Cooperative  Development  (OECD) ;  the  International  Labor 
Organization  (ILO) ;  the  United  Nations  Commission  on  the  Status  of  Women 
(UNCSW) ;  and  other  international  committees.   Bureau  staff  in  the  regional  and 
national  offices  will  continue  to  provide  information  on  the  role  and  status  of 
U.S.  women  to  delegations  of  international  visitors. 

More  specific  details  of  the  policy  development  and  public  outreach 
activities  that  will  be  supported  by  the  1996  budget  request  include  the 
following: 

First  Jobs/New  Jobs/Better  Jobs.   The  Women's  Bureau  will  draft  and  submit 
to  Congress  a  report  that  documents  the  experiences  and  lessons  learned  from 
the  four-year  Demonstration  Program  Grants  to  States  implemented  by  the 
Nontraditional  Employment  for  Women  (NEW)  Act. 

The  Women's  Bureau  will  draft  and  submit  to  Congress  a  report  that 
documents  the  experiences  and  lessons  learned  from  the  two-year  Demonstration 
Program  Grants  to  States  implemented  by  the  Women  in  Apprenticeship  and 
Nontraditional  Occupations  (WANTO)  Act. 

The  Women's  Bureau  will  develop  informational  materials  and  training 
programs  to  assist  businesses  and  employees  in  understanding  their 
responsibilities  under  the  many  employment -related  compliance  programs 
administered  by  the  Department  of  Labor.   The  Women's  Bureau  will  use  these 
funds  specifically  for: 

-research,  development  and  printing  of  a  handbook  for  small  businesses 
that  will  describe  in  a  straightforward  and  easily  understood  manner  the 
many  Department  of  Labor  compliance  programs;  and 

-awarding  funds  to  educate  employers  and  workers  about  the  rules  and 
regulations  that  govern  the  workplace. 

Displaced  homemakers  will  continue  to  receive  support  for  re-entering  the 
workforce.   Bureau  projects  for  this  population  will  help  to  identify 
strategies  to  improve  employment  opportunities  for  this  ever  increasing  number 
of  women  who  maintain  families. 

The  Bureau's  regional  offices  will  continue  to  concentrate  outreach 
activities  on  working  women.   Meetings  and  other  events  will  be  held  in  each 
region  to  inform  working  women  of  their  existing  job  rights;  dependent  care; 
women's  economic  development;  women  and  the  global  economy;  employment  and 
training  programs  for  women  and  girls;  educate  women  regarding  the  elements  of 
high  wage  workplaces;  and  surface  issues  of  healthy  and  safe  work  environments. 

The  Women's  Bureau  will  also  continue  its  support  for  the  Department's 
Memoranda  of  Understanding  with  Historically  Black  and  Hispanic  Universities  by 
providing  training  grants  and/or  internships  to  member  institutions. 
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Additionally,  regional  offices  will  continue  their  working  relationships  with 
Native-American  institutions. 

Publications  and  Public  Information.   The  Bureau's  publications  will 
remain  an  authoritative  source  of  objective  information  on  the  status,  role, 
and  rights  of  women  workers.   The  national  office  will  continue  to  distribute 
the  expanded  "Don't  Work  In  the  Dark"  series  and  evaluate  the  need  for 
additional  publications.   The  Bureau  will  proceed  with  the  distribution  of  the 
1993  Handbook,  "Women  Workers:  Trends  and  Issues." 

Media  placements  will  be  aimed  at  a  variety  of  ethnic,  racial,  economic, 
and  regional  groups  through  special  targeting  of  press  releases  and  printed 
material  and  on-site  booths  at  conferences  and  conventions  of  constituent 
organizations . 

FY  I??? 

The  FY  1995  appropriation  for  the  Women's  Bureau  totaled  $8,326,000  and  77 
FTE.   This  level  of  funding  included  $650,000  for  Women  Workl  The  National 
Network  for  Women's  Employment  (formerly  the  National  Displaced  Homemaker 
Network,  Inc.) 

In  FY  1995  the  Women's  Bureau  continued  its  public  education  and  outreach 
services  primarily  in  response  to  the  phenomenally  successful  FY  1994  Working 
Women  Count  I  survey  initiative.   Additionally,  in  support  of  the  Secretary  of 
Labor's  Performance  Agreement  with  the  President,  the  Bureau's  policy 
development  and  program  activities  focused  on  the  working  women,  customer 
service,  better  jobs,  first  jobs,  new  jobs,  and  reinvention.   The  following 
significant  achievements  are  noted: 

Public  Education  and  Outreach  Campaign:   The  results  of  the  Working  Women 
Count  1  survey  were  unveiled  to  the  public  in  a  report  entitled  Working  Women 
Count  1  A  Report  to  the  Nation.   The  campaign,  which  ended  in  August  1994, 
generated  over  250,000  responses  from  women  from  all  50  states  and  territories. 
The  report  was  distributed  to  the  more  than  1,6  00  businesses,  labor  unions, 
government  agencies,  media  outlets,  federal,  state  and  local  elected  officials, 
and  community  based  and  women's  organizations  who  served  as  Bureau  partners  by 
distributing  the  questionnaire  to  millions  of  working  women. 

The  Women's  Bureau  developed  a  set  of  recommendations  as  a  result  of  the 
Working  Women  Count  survey  and  presented  them  to  the  President. 

The  Working  Women  Count  Honor  Roll  Campaign  was  launched  and  generated 
over  200  Honor  Roll  pledges.   The  Honor  Roll  was  announced  as  the  key  U.S. 
commitment  to  the  D.N.  Fourth  World  Conference  on  Women. 

United  Nations  Fourth  World  Conference  on  Women:   In  accordance  with  the 
Memorandum  of  Understanding  between  the  Women's  Bureau  and  the  US  Department  of 
State,  the  Bureau  completed  the  series  of  newsletters  designed  to  educate  the 
public  on  the  Fourth  World  Conference  on  Women.   Presentations  were  made 
throughout  the  country,  and  the  Director  and  Deputy  Director  participated  in 
meetings  with  the  State  Department,  the  United  Nations  Commission  on  the  Status 
of  Women  and  other  international  organizations  that  impact  the  U.S.  position 
and  the  Official  Platform  of  Action.   The  Director  of  the  Women's  Bureau  was  a 
member  of  the  Official  Delegation  to  the  Conference. 
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Dependent  Care :  The  Women's  Bureau  co- sponsored  5  regional  Child  Care 
Forums  around  the  country  to  heighten  community  awareness  of  child  care  and 
other  dependent  care  issues  and  to  encourage  local  action.   Additionally,  the 
Bureau  investigated  the  availability  of  24-hour  child  care  in  America  and 
released  its  findings  in  a  report  entitled,  "Care  Around  the  Clock:  Developing 
Child  Care  Resources  Before  Nine  and  After  Five."  The  Women's  Bureau  also 
reviewed  the  issues  confronting  the  nursing  home  industry  and  its  workforce  and 
released  "Nursing  Homes:  An  Opportunity  for  Care". 

75th  Anniversary  Leadership  Conference:  The  Bureau  celebrated  its  75th 
Anniversary  in  May  with  a  Leadership  Conference  for  more  than  1,000 
representatives  of  women's  organizations,  grassroots  and  community 
organizations,  business,  labor,  and  government  leaders.   Included  in  the 
activities  were  plenary  sessions  and  workshops  that  continue  the  dialogue  on 
women's  workplace  issues  as  outlined  in  the  Working  Women  Count!  Survey.   A 
time  capsule  of  working  women  was  also  introduced. 

Work  and  Family  Clearinghouse:  The  Clearinghouse  expanded  its  scope  of 
information  shared  with  the  public  to  include  women's  rights  under  the  laws 
pertaining  to  age  and  wage  discrimination,  and  disability.   The  Clearinghouse 
continued  to  provide  resource  referral  and  information  to  employers  as  well  as 
to  the  public  on  family  friendly  policies  and  options  and  on  the  laws 
pertaining  to  sexual  harassment,  pregnancy  discrimination  and  the  Family  and 
Medical  Leave  Act.   The  Clearinghouse  responded  to  more  than  7,000  callers. 

p?fflilY  and  Medical  Leave  Commission:  The  Bureau  continued  its  support  for 
the  Family  and  Medical  Leave  Commission,  which  it  housed.  The  Commission 
surveyed  the  impacts  of  the  Family  and  Medical  Leave  legislation  on  both 
employers  and  employees.   The  Women's  Bureau  also  reviewed  existing  literature 
on  this  issue. 

Publications:  The  FY  1994  "Don't  Work  in  the  Dark  Series"  included  easy- 
to-read  pamphlets  on:  Sexual  Harassment,  Pregnancy  Discrimination,  and  the 
Family  and  Medical  Leave  Act.   In  FY  1995,  this  series  was  expanded  to  include 
additional  pamphlets  that  continue  to  target  working  women  themselves  and 
explain  their  rights  under  existing  laws,  such  as  those  related  to:  age 
discrimination  and  wage  discrimination.   The  FY  1994  series  also  continued. 

In  response  to  customer  demand,  the  Women's  Bureau  updated  and  published 
three  statistically-based  Fact  Sheets  on  working  women's  issues  which  included 
the  20  Facts  on  Working  Women,  and  two  fact  sheets  on  women  of  Hispanic  and 
African-American  origin. 

The  1993  Congressionally-supported  Handbook  entitled:  Women  Workers: 
Trends  and  Issues  was  distributed  nationwide.   This  handbook  offers  a 
comprehensive  view  of  the  labor  force  activity  of  women  and  describes  a  range 
of  legal  and  socioeconomic  developments  that  have  impacted  upon  women's 
participation  and  progress  in  the  workforce. 

International  Leadership:   The  Bureau  continued  to  foster  global 
relationships,  through  participation  in  activities  of  the  OECD,  ILO,  UNCSW,  and 
other  international  committees.  The  Bureau's  "International"  team  in  its 
national  office  researched  and  produced  briefing  papers  for  Congress  and  the 
Department  of  State  on  labor  issues  affecting  women  in  preparation  for  the 
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Fourth  World  Conference  on  Women  and  relationships  developed  during  FY  1994 
were  fostered  with  Canada  and  Latin  America. 

Contingent  Work:   The  Women's  Bureau  identified  the  full  dimension  of  the 
issue  and  worked  within  the  Department  to  recommend  solutions. 

First  Jobs/New  Jobs:  The  Women's  Bureau  implemented  the  third  grant  year 
of  the  Nontraditional  Employment  for  Women  Act  (NEW) .   Co-administered  with  the 
Employment  and  Training  Administration  (ETA) ,  the  Bureau  had  the  lead 
responsibility  for  the  four-year  Demonstration  Grants  Program  to  the  States. 
Six  (6)  states  were  awarded  grants  amounting  to  $1,500,000  per  year  for 
exemplary  employment  and  training  methodology  that  results  in  the  placement  of 
women  into  high  wage  jobs.   Additionally,  the  Bureau  monitored  and  evaluated 
the  effectiveness  of  years  one  and  two  (granted  in  FY  1993  and  FY  1994)  . 
Regional  offices  also  continued  to  review  all  state  plans  for  goals  and 
implementation  of  the  NEW  Act. 

The  Bureau  continued  to  co-administer  with  the  Bureau  of  Apprenticeship 
and  Training  (BAT) ,  the  Women  in  Apprenticeship  and  Nontraditional  Occupations 
(WANTO)  Act.   Dp  to  $744,000  was  allocated  for  a  second  round  of  community- 
based  organizations  to  receive  grants  to  work  with  employers  and  unions  to 
facilitate  the  movement  and  retention  of  women  into  nontraditional  occupations. 
Grants  received  in  the  first  year  (first  quarter  of  FY  1995)  were  monitored  and 
evaluated  by  the  regional  offices  of  BAT  and  the  Bureau. 

The  Women's  Bureau  reinforced  executive  orders  that  promoted  employment 
opportunities  in  apprenticeship  and  nontraditional  occupations  and  enhanced 
public  awareness  of  current  laws  that  prohibit  discrimination  due  to  age,  and 
gender  including  pregnancy  discrimination  and  sexual  harassment. 

The  Bureau  provided  policy  guidance,  technical  assistance  and  conducted 
public  presentations  with  DOL  agencies  and  other  federal  agencies  on  such 
initiatives  and  issues  as:  School -to  Work  transition  for  youth;  enforcement  of 
goals  for  women  in  construction  and  women's  job  rights  under  existing  laws; 
health  and  safety  for  women  in  the  workplace;  child  care/elder  care  and  other 
work/ family  solutions;  opportunities  for  women  entrepreneurs;  and  transition 
for  women  veterans . 

Displaced  Homemakers:   Women  whose  primary  source  of  financial  support  is 
lost  due  to  death,  separation,  or  other  circumstances  (displaced  homemakers) 
continued  to  receive  support  for  re-entering  the  workforce.   Bureau  projects 
for  this  population  helped  to  identify  strategies  to  improve  employment 
opportunities  for  this  ever  increasing  number  of  women  who  maintain  families. 

Minority  Colleges  and  Universities:   The  Bureau  continued  its  support  for 
the  Department's  Memoranda  of  Understanding  with  Historically  Black  and 
Hispanic  Dniversities  by  providing  nine  (9)  training  grants  and/or  internships 
to  member  institutions.   Additionally,  regional  offices  continued  their  working 
relationships  with  Native-American  institutions. 
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Changes  for  FY  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  locality  and  general  pay  increase  in  1996..  $31 

Pay  raise  effective  in  January  1997 153 

Federal  Employees '  Retirement  System  (FERS) 12 

Travel  and  Transportation  of  persons 7 

Rental  payment  to  GSA 19 

Communications,  utilities  and  miscellaneous  charges 3 

Printing  and  reproduction 3 

Advisory  and  Assistance  Services 1 

Other  services 9 

Purchase  of  Goods  &  Services  from  Government  Accounts 16 

Research  and  Development  Contracts 2 

Supplies  and  materials 2 

Grants,  subsidies,  and  contributions 14 

Federal  Employees '  Compensation  Act  (FECA) -4 

Total  Built-in +$268 

Net  Program -$260 

Direct  FTE 0 


Women's  Bureau 

Proposal :   To  reduce  administrative  expenses  by  $260,000. 

Rational:   To  comply  with  the  requirements  of  Executive  Order  12837. 

Program  Effects:   The  Women's  Bureau  will  adjust  priorities  and  restructure  its 
activities  to  absorb  this  reduction  without  affecting  its  program  operations. 

Base : 

FTE:   75.  Estimate:   SB.  011.  000 

Program  Decrease: 

FTE:    0  Estimate:    -S260. 000 
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Workload  Measures 


FY  1995 
Actual 
Policy  Advocacy 

A.  Policies/Programs  Instituted/ 
impacted  19 

B .  MOUa  1 

Outreach 

A.  Public  presentations  500 

B.  Technical  assistance  provided  10,000 

C.  Constituent  meetings  held  310 

D.  Media  activity 

1.  articles  placed  2,500 

2.  media  appearances  generated  50 

E.  Publications 

1.  Distributed  350,000 

2.  Produced  10 

Customer  Service 

A.  External  Group  Assessments  2 

B.  Internal  Group  Assessments  6 

C.  Technical  assistance  sampling  10 

D.  Conference  evaluations  10 

Clearinghouse  Activity 

A.   Number  of  inquiries  answered  7,000         5,700        4,700 


FY  1996 
Estimate 

FY  1997 
Eatimate 

18 

1 

18 

1 

500 

10,300 

275 

500 

10,300 

275 

800 
35 

800 
35 

200,000 
7 

150,000 

7 

2 

5 

10 

10 

2 

5 

1 

10 
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CIVIL  RIGHTS 
($  In  Thousands) 


FY  1996 
Appropriation 
FTE     Amount 
55     $4,535 


FY  1997 
Estimate 


FTE 
53 


Amount 
$4,541 


Difference 
FY96/FY97 
FTE      Amount 
-2         +$6 


Introduction 

The  Civil  Rights  Center  (CRC)  is  responsible  for  ensuring  full  compliance 
with  Title  VI  of  the  Civil  Rights  Act  of  1964,  as  amended;  Title  IX  of  the 
Education  Amendments  of  1972,  as  amended;  Title  I  of  the  Civil  Rights  Act  of 
1991;  Section  504  of  the  Rehabilitation  Act  of  1973,  as  amended;  and  the  Age 
Discrimination  Act  of  197  5,  as  amended,  in  all  programs  and  activities 
receiving  or  benefitting  from  Department  of  Labor  (DOL)  financial  assistance. 
DCR  is  also  responsible  for  ensuring  compliance  with  Section  167  of  the  Job 
Training  Partnership  Act  (JTPA)  of  1982,  as  amended,  which  prohibits 
discrimination  in  programs  and  activities  funded  under  JTPA.   The  CRC  has  been 
delegated  authority  to  ensure  compliance  by  DOL  with  the  197  8  Amendments  to 
Section  504  of  the  Rehabilitation  Act  of  1973,  which  prohibits  discrimination 
on  the  basis  of  disability  in  any  program  or  activity  directly  conducted  by 
DOL.   Beginning  in  FY  1992,  the  CRC  became  responsible  for  the  investigation 
of  complaints  alleging  discrimination  on  the  basis  of  disability  arising  from 
"all  programs,  services  and  regulatory  activities  relating  to  the  workforce" 
under  the  Americans  with  Disabilities  Act. 


In  addition  to  its  statutory  responsibilities  for  ensuring  non- 
discrimination in  Federally  assisted  programs,  the  CRC  is  responsible  for  the 
management  and  direction  of  the  Affirmative  Employment  Program  and  the  Equal 
Employment  Opportunity  (EEO)  complaint  processing  system  for  internal  (EEO) 
complaints  pursuant  to  the  provisions  of  Title  VII  of  the  Civil  Rights  Act  of 
1964,  as  amended,  the  Rehabilitation  Act  of  1973,  the  Age  Discrimination  in 
Employment  Act,  the  Equal  Pay  Act,  and  the  Civil  Rights  Act  of  1991,  as  these 
laws  pertain  to  the  rights  of  employees  and  applicants  for  employment  with  the 
Department. 

Further,  pursuant  to  Secretary's  Order  7-83,  the  CRC  has  also  been 
delegated  responsibility  for  coordinating  enforcement  of  DOL  compliance  with 
the  Architectural  Barriers  Act  of  1968,  which  requires  that  certain  Federally 
owned  or  leased  buildings  be  in  compliance  with  GSA  accessibility  standards. 
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Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

Funding  FTE 

FY  1992 $4,534,000  60 

FY  1993 $4,922,000  68 

FY  1994 $4,906,000  61 

FY  1995  1/ $4,888,000  60 

FY  1996 $4,535,000  55 

1/  Includes  a  comparative  transfer  of  1  FTE  and  $59,000  from  the  Office 
of  the  American  Workplace. 


FY  1997  Budget  Request 

The  FY  1997  budget  request  for  this  activity  provides  $4,541,000  and  53 
FTE.   The  FY  1997  request  reflects  a  net  increase  of  $6,000  and  a  decrease  of 
2  FTE  from  the  levels  provided  in  FY  1996.   Built-in  increases  total  $131,000, 
of  which  $100,000  are  in  the  areas  of  personnel  compensation  and  benefits  and 
$31,000  are  in  the  area  of  non-personnel  services.   Program  decreases  total 
$125,000  related  to  the  elimination  of  2  FTE  to  comply  with  the  requirements 
of  P.L.  103-226. 

For  FY  1997,  the  CRC  will  continue  to  carry  out  its  responsibilities  for 
an  effective  civil  rights  program  within  available  resources.   The  CRC  will 
continue  its  technical  assistance  and  training  for  recipients  to  ensure 
effective  monitoring  of  subrecipients'  programs,  maintenance  and  use  of  equal 
opportunity-related  data  at  the  State  and  Service  Delivery  Area  (SDA)  levels 
in  accordance  with  the  nondiscrimination  provisions  of  applicable  regulations 
and  statutes. 

Total  complaint  workload  (Title  VI  and  Title  VII)  is  expected  to  continue 
at  the  same  level  of  between  1,760  and  1,775  new  cases  received  in  FY  1996  and 
FY  1997.   In  order  to  manage  the  case  workload  with  reduced  staff,  the  CRC 
will  perform  less  on-site  audits  and  redirect  resources  to  complaint 
processing. 

During  FY  1997,  the  Alternative  Dispute  Resolution  (ADR)  program  in  the 
informal  EEO  complaint  process  will  be  expanded  to  include  all  regional 
offices.   For  FY  1996,  ADR  is  being  conducted  in  the  national  office  and  in 
the  Philadelphia  and  Atlanta  regions. 


FY  1996 

In  FY  1996,  the  funding  and  ceiling  levels  for  the  CRC  are  $4,535,000  and 
55  FTE.   These  amounts  are  $353,000  and  9  FTE  below  the  FY  1995  comparable 
level.   For  FY  1996,  the  CRC  will  continue  to  carry  out  its  responsibilities 
for  an  effective  civil  rights  program  within  available  resources.   The  CRC 
will  continue  its  technical  assistance  and  training  for  recipients  to  ensure 
effective  monitoring  of  subrecipients'  programs,  maintenance  and  use  of  equal 
opportunity-related  data  at  the  State  and  Service  Delivery  Area  (SDA)  levels 
in  accordance  with  the  nondiscrimination  provisions  of  applicable  regulations 
and  statutes. 
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Total  complaint  workload  is  expected  to  continue  at  the  same  level  of 
approximately  1,760  new  cases  received  each  year.   In  order  to  manage  the  case 
workload  with  reduced  staff,  the  CRC  will  perform  less  on-site  audits  and 
redirect  resources  to  complaint  processing. 

During  1996,  the  ADR  program  in  the  informal  EEO  complaint  process  has  bee 
expanded  to  include  two  regional  offices.   ADR  is  being  conducted  in  the 
national  office  and  in  the  Philadelphia  and  Atlanta  regions. 


FY  1995 

In  FY  1995,  the  CRC  ceiling  and  funding  levels  were  64  FTE  and  $4,888,000, 
which  reflects  the  comparative  transfer  from  the  Office  of  the  American 
Workplace.   For  FY  1995,  the  CRC  implemented  a  revised  targeted  compliance 
review  strategy.   This  revised  strategy  implemented  a  recommendation  made  by 
the  Office  of  Inspector  General  (OIG)  in  its  FY  1994  follow-up  audit  of  the 
CRC's  enforcement  program  to  expand  audit  coverage  of  DOL's  federal  financial 
assistance  programs.   Also,  as  recommended  by  the  OIG,  the  CRC  continued  to 
strive  to  process  complaints  in  a  timely  manner  within  the  resources  that  have 
been  provided.  During  FY  1995,  the  CRC  completed  its  review  of  the  Methods  of 
Administration  (MOA)  which  were  submitted  by  the  states  during  FY  1993. 
Eighty- three  (83)  MOAs  were  received  from  the  states  in  compliance  with  the 
new  nondiscrimination  provisions  of  the  JTPA  amendments.   The  CRC  reviewed  all 
states'  MOA' a  and,  after  necessary  revisions  were  made  by  the  states,  all 
states  were  in  compliance.   These  MOA' s  serve  as  a  basis  for  targeting  on-site 
reviews  in  the  future. 

During  FY  1995,  the  alternative  dispute  resolution  (ADR)  program  in  the 
informal  EEO  complaint  process  continued  in  the  national  office.   In  addition, 
the  Center  took  steps  to  begin  implementation  of  ADR  in  two  regional  offices 
in  FY  1996. 

The  CRC,  in  conjunction  with  other  components  of  the  Office  of  the 
Assistant  Secretary  for  Administration  and  Management,  supported  DOL  agencies 
in  improving  diversity  within  the  DOL  workforce  as  program  agencies  began  to 
implement  their  streamlining  plans. 
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Changes  for  FY  1997 

($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increase  effective  in 

January  1996 $21 

Pay  raise  effective  in  January  1997 76 

Federal  Employee'  s  Comensation  Act  (FBCA) 3 

Travel  and  transportation  of  persons 3 

GSA  space  rental 10 

Communications,  utilities  and  miscellaneous  charges 1 

Other  services 1 

Working  Capital  Fund 13 

Operation  and  maintenance  of  equipment 2 

Supplies  and  materials 1 

Total  Built-in +$131 

Net  Program -$125 

Direct  FTE -  2 


Civil  Rights 

Proposal :  To  reduce  2  FTE  and  $125,000. 

Rationale:  To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Elggjaa  Effects:  Compliance  reviews  will  be  extended  without  an  adverse 
effect . 

Base : 

FTE:   55  Estimate:   $4. 666. 000 

Program  Decrease: 

FTE:   -2  Estimate:   -S125. 000 
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Workload  Measures 


FY  1995 

Actual 


FY  1996 
Revised 


FY  1997 
Estimate 


Title  VI 


Number  of  Primary  Recipients 
Number  of  Compliance  Reviews 

Administrative 

On-Site 

Number  of  Training  Sessions  Conducted 


Number  of  Complaints  on  Hand-10/1 
Number  Complaints  Received 
Total  Number  of  Complaints 
Number  Closed 
Number  Complaints-9/30 

Title  VII 


760 

760 

760 

24 

24 

24 

20 

20 

20 

4 

3 

2 

10 

15 

15 

335 

420 

420 

1,329 

1 

600 

1 

625 

1,664 

2 

020 

2 

045 

1,244 

1 

600 

1 

600 

420 

420 

445 

Number  Complaints  on  Hand-10/1 
Number  Complaints  Received 
Total  Number  of  Complaints 
Number  Closed 
Number  Complaints-9/30 


168 
151 
319 
153 
166 


166 

160 

160 

150 

326 

310 

166 

160 

160 

150 
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CHIEF  FINANCIAL  OFFICER 
(S  in  Thousands) 


FY  1996  FY  1997  Difference 

Appropriation  Estimate  FY  1996/FY  1997 

FTE    Amount  FTE    Amount  FTE    Amount 

41    $4,394  41    $4,399  0        +$5 


Introduction 

At  the  beginning  of  FY  1992,  the  funds  and  FTE  for  the  Office  of  the  Chief 
Financial  Officer  (CFO)  structure  were  consolidated  into  a  new  budget  activity 
along  with  functions  previously  performed  by  the  Office  of  the  Comptroller  in 
the  Office  of  the  Assistant  Secretary  for  Administration  and  Management 
(OASAM) .   The  Secretary's  Order  formally  establishing  the  CFO  structure  was 
signed  by  the  Secretary  of  Labor  on  March  11,  1992.   Later  in  the  same  year, 
the  Assistant  Secretary  for  Administration  and  Management,  serving  as  the 
Acting  CFO,  functionally  transferred  the  ADP  financial  system  support  office 
into  the  Comptroller's  office.   This  consolidation  merged  the  financial  systems 
and  ADP  support  to  those  systems  under  the  Comptroller  to  increase 
effectiveness  and  efficiency.   In  November  1993  the  Comptroller's  office  in  its 
entirety  was  reorganized  as  the  Office  of  the  Chief  Financial  Officer  (CFO) , 
still  reporting  to  the  Assistant  Secretary  for  Administration  and  Management 
and  Acting  CFO.   In  April  1994,  the  CFO  was  separated  from  the  Office  of  the 
Assistant  Secretary  for  Administration  and  Management.   In  FY  1995,  the 
President's  nominee  for  CFO  was  confirmed  by  the  Senate  and  assumed  leadership 
of  the  CFO  on  August  10,  1995.   At  that  time,  the  Departmental  Office  of  Budget 
was  transferred  back  to  the  Assistant  Secretary  for  Administration  and 
Management,  although  funding  for  this  office  remained  in  this  activity. 

The  Secretary's  Order  explicitly  assigns  to  the  Department's  CFO  the 
legislative  responsibilities  specified  in  the  CFO  Act.   It  identifies  six  (6) 
major  functional  groupings  that  are  under  the  jurisdiction  of  the  CFO, 
including:  accounting  and  financial  policy;  external  reporting;  central 
financial  programs;  financial  systems;  budget  execution;  and  administrative 
programs  for  financial  management.   CFO  staff  are  charged  with  assuring  that: 

obligations  and  costs  are  in  compliance  with  applicable  laws  and 
regulations; 

funds  and  assets  are  safeguarded  against  waste,  fraud,  and 
misappropriation; 

revenues  and  expenditures  are  properly  recorded  and  accounted  for,  to 
permit  preparation  of  accounts  and  reliable  financial  and  statistical 
reports;  and 

Departmental  financial  policies  and  procedures  comply  with  standards  set 
forth  by  the  CFO  Act. 

During  the  past  five  years,  the  CFO  and  its  predecessor  the  Office  of  the 
Comptroller  under  OASAM,  has  provided  staff  support  to  DOL  agencies  in  the 
preparation  of  financial  statements  and  has  prepared  the  consolidated  DOL 
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financial  statements  beginning  in  FY  1991.   CPO  staff  worked  closely  with  the 
General  Accounting  Office,  the  Department  of  the  Treasury,  and  the  Office  of 
Management  and  Budget  on  the  government -wide  audited  financial  statements 
required  by  the  Government  Management  Reform  Act  (GMRA)  of  1994.   CFO  staff 
actively  participate  on  Government -wide  Consolidated  Financial  Statements  Work 
Group  task  forces  on  elimination  entries,  interagency  confirmations,  and  cost 
accounting.    CFO  staff  also  worked  closely  with  the  Office  of  Inspector 
General  (OIG)  in  auditing  the  financial  statements,  particularly  with  regard  to 
policy  issues  presented  by  DOL's  use  of  Treasury  and  IRS  data  for  trust  funds, 
and  with  the  definition  of  methodologies  appropriate  to  estimate  future 
liabilities  of  these  trust  funds.   The  CFO  staff  also  performed  a  comprehensive 
evaluation  of  DOL's  internal  controls  in  accordance  with  Sections  2  and  4  of 
the  Federal  Managers'  Financial  Integrity  Act  (FMFIA)  and  the  Office  of 
Management  and  Budget  (OMB)  Circular  A- 123,  and  developed  plans  for  improving 
DOL  financial  systems  as  required  by  OMB  Circular  A- 127. 

The  CFO  and  its  predecessor  organization  has  managed  the  accounting  and 
financial  policy  functions  during  a  period  of  enormous  policy  and  procedural 
change.   It  has  also  initiated  proactive  outreach  and  oversight  activities  to 
improve  the  overall  quality  of  DOL  financial  systems  and  operations.   The  FY 
1995  financial  statements  will  reflect  further  refinements  focused  on 
increasing  their  utility  for  resources  management  and  control. 

Funding  for  the  Departmental  Office  of  Budget,  also  included  in  this 
activity,  supports  management  of  the  centralized  departmental  budget  process. 
It  will  continue  to  monitor  the  progress  toward  completion  of  the  performance 
contractual  agreements  entered  into  by  the  Department's  Executive  staff.   In 
addition,  the  Office  of  Budget  will  continue  to  provide  policy  guidance, 
leadership,  and  direction  on  Presidentially-mandated  budget  and  employment 
ceiling  and  well  as  manage  the  Departments  execution  of  the  current  year  budget 
and  the  formulation  of  the  budget  year  budget. 

The  funding  history  for  this  activity  is  provided  below.   The  funding  and 
FTE  figures  for  1992  and  1993  are  comparable  and  exclude  the  totals 
comparatively  transferred  to  the  CFO  Working  Capital  Fund  functions  in  FY  1994: 

FY  19  92 

FY  1993 

FY  1994 

FY  1995 

FY  1996 


FY  1997  Budget  Request 

The  ceiling  and  funding  levels  requested  by  this  activity  for  FY  1997  are 
41  FTE  and  $4,399,000,  respectively.   These  totals  represent  a  net  increase  of 
$5,000  above  the  level  provided  in  FY  1996.   Built-in  increases  total  $160,000, 
of  which  $126,000  is  in  the  area  of  personnel  compensation  and  benefits,  while 
$34,000  is  in  non-personnel  areas. 

In  FY  1997,  the  CFO- funded  components  of  this  activity  will  emphasize  the 
following  activities: 


$3 

827 

000 

46 

$4 

713 

000 

50 

$4 

712 

000 

44 

$4 

738 

000 

38 

$4 

394 

000 

41 
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monitoring  the  proper  use  of  the  "Investment  in  Reinvention"  Fund, 
to  assure  that  modernization  and  reinvention  initiatives  are 

properly  prioritized  and  resources  devoted  to  them  result  in  timely 
payoffs; 

coordinating  efforts  to  bring  sound  financial  data  from  other 
systems  into  the  core  financial  system; 

expanding  to  other  programs  the  pilot  efforts  to  make  benefit 
payments  via  Electronic  Fund  Transfer  to  recipients,  in  accord  with 
Federal  guidelines; 

working  with  the  Federal  Accounting  Standards  Advisory  Board  to 
develop  government -wide  accounting  standards,  including  responding 
in  writing  and  with  testimony  to  proposed  accounting  standards; 

working  with  the  Standard  General  Ledger  Board  to  develop  standards 
government -wide  accounts,  accounting  transactions  and  procedures; 

continuing  to  enhance  the  sophistication  of  the  Department's 
financial  statements  by  integrating  program  information  with  cost 
accounting  data,  thereby  providing  information  needed  to  assess 
efficiency  and  improve  accountability; 

continuing  to  redirect  the  focus  from  DOLAR$  (the  central  DOL 
accounting  system)  training  (technical)  to  financial  management 
training  (professional) ,  reflecting  the  need  to  target  the 
relationships  between  agency  and  Departmental  financial  management 
administration,  and  the  impact  of  oversight  and  regulatory  agency 
changes ; 

continuing  a  Continuing  Professional  Education  (CPE)  program  that 
addresses  both  technical  and  functional  skill  requirements;  and 

expanding  the  reinvention  initiative  to  install  a  paperless  time 
and  attendance  process,  modernize  the  core  of  the  central  payroll 
system,  and  assessing  the  implementation  of  all  DOLAR$  subsystems 
and  desktop  procedures. 

In  addition  to  the  above  activities,  the  CFO  will  perform  the  following  on- 
going financial  activities  in  FY  1997: 

provide  Department -wide  policy  and  procedures  for  financial 
management,  accounting  and,  payroll,  systems  improvements; 

coordinate  financial  management  actions  to  assure  that  the 
Department  is  responsive  to,  and  in  compliance  with,  major 
initiatives  stemming  from  the  CFO  Act,  GPRA,  GMRA,  FMFIA,  the  CFO 
Council,  Cabinet  councils,  the  President's  management  improvement 
objectives,  and  new  legislation; 

give  priority  to  those  areas  identified  as  Congressional  management 
improvement,  or  as  Presidential  or  Departmental  reinvention 
initiatives,  including  cash  management,  debt  collection,  travel 
management,  payroll,  internal  controls  and  risk  assessment. 
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resource  utilization  and  allocation,  and  improved  financial 
management  reporting; 

prepare  and  disseminate  the  various  financial  reports  required  by 
law  including,  but  not  limited  to:   the  Semiannual  Audit  Resolution 
Reports;  the  Secretary's  FMFIA  Report;  the  CFO ■ s  Annual  Report;  and 
the  Secretary's  Annual  Financial  Report; 

assure  that  DOL  cash  management,  debt  collection  and  travel 
policies  are  responsive  to  agency  needs  and  conform  to  Federal 
requirements ; 

prepare,  or  assist  in  the  preparation  of  all  end-of-year  financial 
management  statements.  Treasury  and  GAO  reports,  and  special 
analyses  requested  by  Congress,  GAO,  Presidential  commissions,  and 
others ; 

maintain  a  comprehensive  financial  management  internal  control 
program  to  monitor  the  expenditure  of  funds  in  DOL,  monitor 
corrective  actions,  and  focus  on  elimination  of  high  risk  and 
material  weaknesses;  and 

manage  the  Department's  complex  financial  reporting  network  to 
ensure  the  accuracy  and  timeliness  of  data  needed  by  management  and 
front-line  employees. 
FY  1996 

In  FY  1996  the  CFO  is  funded  to  a  level  of  $4,394,000  and  41  FTE . 

Major  strides  have  been  made  over  the  past  few  years  to  address  many  of  the 
deficiencies  and  weaknesses  identified  in  the  OIG  audits  of  DOL  financial 
systems  and  programs  and  reported  in  the  annual  FMFIA  report  to  the  President. 
In  1992,  the  OIG  listed  more  than  30  open  audits  containing  weaknesses,  non- 
conformances, and  "high  risk  areas"  in  the  Department's  financial  programs. 
All  of  these  problem  areas  were  candidates  for  inclusion  in  the  FY  1994  audit 
report  to  the  Secretary.   However,  the  CFO  addressed  and  resolved  more  than  20 
of  the  problem  areas.   In  fact,  none  of  the  remaining  "problem  areas"  are 
considered  "high  risk  areas"  by  the  OIG  and  the  great  majority  of  the  concerns 
were  classified  by  the  OIG  as  "reportable  conditions"  or  as  "material  non- 
conformances" . 

In  FY  1996,  the  CFO  is  continuing  to  prepare  and  issue  the  FY  1995 
financial  statements  in  an  accurate  and  timely  manner.   A  substantially 
expedited  effort  is  necessary  because  of  the  accelerated  time  schedule  mandated 
by  OMB.   CFO  staff  are  also  improving  the  substance  and  timeliness  of  the 
financial  statements  initiated  for  the  first  time  in  FY  1993  for  the  trust, 
benefit  and  revolving  fund  accounts. 

During  FY  1996,  the  CFO  is  also  emphasizing  the  following  activities: 

continuing  to  develop,  promote  and  implement  an  on-going  training 
program  for  DOL  financial  staff,  especially  that  associated  with 
the  pilot  for  full  implementation  of  the  remaining  components  of 

DOLARS  ; 
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implementing  a  new  inquiry  data  base  and  other  advanced  information 
retrieval  processes  that  assist  in  program   execution  by  central 
offices  and  by  managers  at  all  levels; 

working  with  external  organizations  through  JFMIP  and  the  CFO 
Council's  Human  Resources  Committee  to  define  financial  management 
skill  requirements; 

developing  requisite  employee  skill  levels  needed  to  advance  within 
both  the  accounting  arena,  working  within  the  new  classification 
framework  being  established  via  the  human  resources  reinvention 
initiatives ; 

conducting  on-going  reviews  to  assure  that  the  Department  and  each 
of  the  agencies  are  in  compliance  with  the  Prompt  Payment  Act  as 
well  as  other  regulations  covering  commercial  (and  Government) 
billings  --  emphasis  will  be  placed  on  reducing  manual  payments  to 
a  minimum  and  fully  utilizing  the  DOLARS  Accounts  Payable 
subsystem; 

continuing  the  codification  of  DOL  accounting  policies  and  desk-top 
procedures; 

continuing  the  development  of  outcome/impact  program  performance 
measures  that  more  definitively  address  the  result  of  the 
Department's  utilization  of  its  resources  to  help  the  American 
worker;  and 

providing  leadership  to  implement  key  reinvention  initiatives: 
Phase  II  of  a  paperless  time  and  attendance  process;  initiating 
modernization  of  the  central  payroll  system;  and  encouraging 
increased  participation  in  the  Department's  Electronic  Fund 
Transfer  (EFT)  system  to  eliminate  the  need  for  manual/paper 
checks . 


The  comparable  ceiling  and  funding  levels  for  this  activity  in  FY  1995  were 
50  FTE  and  $4,738,000,  respectively. 

In  recent  years  many  of  the  deficiencies  and  weaknesses  identified  in  OIG 
audits  of  DOL  financial  systems  and  programs  and  reported  in  the  Annual  Federal 
Managers'  Financial  Integrity  Act  (FMFIA)  report  have  been  corrected. 

During  FY  1995,  the  CFO  continued  to  prepare  required  financial  statements 
and  Treasury  reports,  and  perform  all  the  functions  required  by  the  CFO  Act  and 
related  Federal  regulations.   In  addition  to  performing  those  on-going 
activities,  the  CFO: 

-  corrected  and  deleted  material  nonconformances  from  this  year's  Annual 
Report; 

-  completed  the  FY  1993  financial  statements  in  a  timely  manner  and  met  the 

-  March  due  date  to  OMB  --  the  financial  statements  addressed  the  concerns 
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of  the  OIQ  regarding  the  adequacy  and  reliability  of  DOL's  financial 
information; 

provided  leadership  and  coordination  to  the  development  of  automated 
interfaces  between  DOLAR$  and  the  Treasury  systems  that  manage  DOL  trust 
fund  accounts; 

implemented  a  Prompt  Payment  Act  quality  assurance  program  that  provides 
for  validation  of  the  timeliness  of  payment  transactions; 

refined  the  criteria  developed  and  used  as  program  performance  measures 
for  the  FY  1993  and  1994  consolidated  Departmental  financial  statements  - 
-  these  measures  reflected  outputs  and  workloads,  rather  than  impact  or 
outcome; 

continued  the  codification  of  DOL  accounting  policies,  identifying  areas 
where  enhancements  are  needed  in  response  to  agency  needs  or 
FASAB/OMB/GAO  requirements;  and 

enhanced  the  existing  training  activities  so  that  selected  staff  skill 
requirements  are  improved. 


Changes  for  FY  1997 
($  in  Thousands) 

Activity  Chances: 

Built-in: 

Annualixation  of  locality  and  general  pay  increase  in  1996..  $20 

Pay  raise  effective  in  January  1997 100 

Federal  Employees'  Retirement  System  (FERS) 6 

Travel  and  Transportation  of  persons 1 

Rental  payment  to  GSA 6 

Communications,  utilities  and  miscellaneous  charges 1 

Other  services 14 

Purchase  of  Goods  a  Services  from  Government  Accounts 10 

Operation  and  Maintenance  of  Equipment 1 

Supplies  and  materials 1 

Total  Built-in +$160 

Met  Program -  $155 

Direct  FTE 0 
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Chief  Financial  Officer 


Proposal :   To  reduce  administrative  expenses  by  $155,000. 

Rational :   To  comply  with  the  requirements  of  Executive  Order  12837. 

p'~inV?T''  Effects:   CFO  will  adjust  priorities  and  restructure  its  activities  to 
absorb  this  reduction  without  affecting  its  program  operations. 


Base : 

FTE:   41 


Program  Decrease : 
FTE:    & 


Estimate:    S4.554. 000 


Estimate:     -S155. 000 


Workload  Measures 


FY  1995 
Actual 

Aggregate  Financial  Statements 

Compiled 5 

Financial  Management  Staff 

Trained 100 

Financial  System  Components 

Reviewed 2 

Requests  for  Minor  Modifications/ 

Maintenance  of  Current  Systems        NA 


FY  1996 
Estimate 


FY  1997 

Estimate 
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NEW  POSITIONS  REQUESTED 
($  In  Thousands) 


FY  1997 

Annual 

Grade 

Number 

Salary 

Activity  1 :  Program  Direction  and  Support 

National  Office 

GS-14 

7 
7 

$445 

$445 

Activity  2:  Legal  Services 

National  Office 

GS-12 

6 

$474 

Field  Office 

GS-12 

34 

$1,900 

40 

$2,374 

47 

$2,819 
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ADVISORY  AND  ASSISTANCE  SERVICES 
(S  In  Thousands) 


Type  of  Services  FY  1996       FY  1997 

Consultants 

I .   Personnel  Appointments :   ' 
(Consultants  -  o.c.  11.3) 
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a.  Consultants  and  Experts.... 

b.  Advisory  Committee  Members. 


II.  Non-personnel  Appointments:  ' 

(Advisory  and  Assistance  Services 
-  o.c.  25.1) 

c.  Consultants  and  experts  (contract). 

d.  Management  and  Professional 

Support  Services 1,544         1,284 

e.  Studies,  analyses  and  evaluations..  251  251 

f.  Engineering  and  technical  services.         


SI, 535 


Justification  of  1997  Request 
Program  Direction  and  Support  (SI. 035 . 000) :   Of  this  amount,  $380,000  will  be 


used  by  the  Office  of  the  Assistant  Secretary  for  Policy  to  continue 
implementation  of  the  Department's  substance  abuse  program  by  supporting  the 
operation  and  maintenance  of  an  automated  data  bank,  a  public  awareness 
program,  research  and  development  efforts,  technical  assistance  to  small 
businesses,  and  the  development  and  publication  of  printed  materials.   The 
balance  ($655,000)  will  be  used  to  the  conduct  the  National  Agricultural 
Workers  Survey. 


The  definition  of  Consultants  as  contained  in  OMB  Circular  No.  A-] 
dated  July  6,  1994  is  to  be  used  for  Line  1. 

Excludes  personnel  appointments  and  advisory  committees  which  are 
classified  under  object  class  11.3. 


1272 


DM-126 


Solicitor  (251.000).   These  funds  will  be  used  to  procure  specialized 
personnel  classification  services. 

Adjudication  (£210.000).   These  funds  will  be  used  to  procure  contract  writers 
for  the  Office  of  Administrative  Law  Judges  to  expedite  case  processing 
activities  and  to  minimize  the  backlog  of  cases  pending  at  any  given  time. 

Women's  Bureau  (S3 9. 000) .   These  funds  will  be  used  to  procure  advisory  and 
assistance  services  to  support  numerous  projects  relating  to  the  employment  of 
women  in  the  national  workforce. 
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DEPARTMENTAL  MANAGEMENT 

SALARIES  AND  EXPENSES 

DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

($  In  Thousands) 


Executive  level  I 

Executive  level  II 

Executive  level  III 

Executive  level  IV 

Executive  level  V 

Subtotal 

Executive  Level  Salary 

ES-6 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

Subtotal 

ES  Salary...- 

AL-01 

AL-02 

AL-03 

SL-00 

Subtotal 

Ungraded  Salary 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-1 1 

GS-10 

GS-09 

GS-08 

GS-07 

GS-06 

GS-05 

GS-04 

GS-03 

GS-02 

GS-01 

Total 

GM/GS  Salary 

Total  end  of  year 

Total,  Full-time  equivalent  (FTE).. 

U     Reimbursable  GS  Positions 
included  above: 

End-of-year 

-      FTE 


1995 

1996 

1997 

actual 

estimate 

estimate 

1 

1 

1 

1 

1 

1 

0 

0 

0 

5 

5 

5 

0 

0 

0 

7 

7 

7 

$589 

$806 

$824 

3 

5 

5 

7 

6 

6 

28 

21 

21 

2 

5 

5 

3 

4 

4 

4 

11 

11 

47 

52 

52 

$5,218 

$5,797 

$5,927 

1 

0 

0 

3 

3 

3 

73 

59 

59 

9 

8 

7 

86 

70 

69 

$9,312 

$7,385 

$7,551 

242 

236 

229 

339 

336 

326 

382 

371 

348 

104 

114 

143 

116 

105 

132 

7 

3 

3 

65 

62 

61 

81 

73 

72 

158 

131 

129 

84 

56 

53 

36 

30 

29 

25 

28 

28 

7 

4 

4 

3 

1 

1 

2 

0 

0 

1,651 

1,550 

1,558 

$84,860 

$79,412 

$83,789 

1,791 

1,679 

1,686 

1,780 

1,678 

1,685 

63 

60 

60 

66 

60 

60 
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ASSISTANT  SECRETARY  FOR 
VETERANS  EMPLOYMENT  AND  TRAINING 

Not   to  exceed  $178,870,000   to  be  derived  from  the  Employment  Security 
Administration  account  in  the  Unemployment  Trust  Fund  to  carry  out  the 
provisions  of  38  U.S.C.    4100-4110A  and  4321-4327,    and  P.L.    103-353, 
shall  be  made  available  for  obligation  by  the  States  through  December  31, 
1997. 


Blty 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  In  Thousands) 


FY  1995 

Comparable 


Appropriation 

Offsetting  collection  from 

Trust  Funds 

A      Subtotal,  Appropnation 

B.  Gross  Budget  Authority 

C.  Budget  Authority  Before 

Committee 

Unobligated  Balance  expiring 

0.      Total,  Estimated  obligations 


$0 


272 


$0 


$0 


272 

185.123 

350 

170.390 

250 

178.870 

272 

185,123 

250 

•70.390 

"50 

178,870 

272 

185,123 

250 

170.390 

250 

178.870 

— 

-725 

— 

— 

— 

_ 

170,390 


178,870 
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SUMMARY  OF  CHANGES 
($  In  Thousands) 

FY  1996 


Budget  Authority: 
Trust  Funds 


Full-Time  Equivalent: 
Trust  Funds 


$170,390 


250 


FY  1997               Net 

Change 

$178,870 

+$8,480 

250 

0 

Trust  Funds 

FTE                     Amount 

Explanation  of  Change: 

Increases: 

A.     Built-in: 

Annualization  of  pay  increase 
effective  in  January  1996 

Federal  pay  raise  effective  in 
January  1997 

Employee  health  benefits 

Travel  and  transportation  of 
persons 

Transportation  of  things 

Rental  payments  to  GSA 

Communications,  utilities  and 
miscellaneous  charges 

Printing  and  reproduction 

Other  services 

Supplies  and  materials 

Equipment 

To  provide  for  an  inflationary  increas 
for  state  salary  costs 

Subtotal 


+106 

+418 
+23 

+51 

+2 

+20 

+53 

+20 

+468 

+24 

+1 

+4,219 


+5,405 
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B.     Program: 

To  provide  additional  funds  to  expand 

the  Transition  Assistance  Program  (TAP) 

(1996  Base:  FTE  250 

Budget  Authority  $20,465) +6  +1,922 

To  provide  for  partial  restoration  of  FY  1995 

operating  levels  for  the  DVOP  and  LVER 

programs 

(1996  Base:  FTE  0 

Budget  Authority  $152,600) ___0_ +4,518 

Subtotal +6  +6,440 

Total  Increase +6  +11,845 


Decreases: 
A.     Built-in: 


Federal  Employees'  Compensation 

Act(FECA) r: ^8 

Subtotal —  -58 

B.  Program: 

To  eliminate  funding  for  the  National 

Veterans'  Training  Institute 

(1996  Base:  FTE  250 

Budget  Authority  $20,465) —  -2,672 

To  comply  with  the  reduction  in  FTE 

required  by  PL.  103-226 

(1996  Base:   FTE  250 

Budget  Authority  $20,465) -6  -145 

To  reduce  administrative  expenses 

as  required  by  E.0. 12837 

(1996  Base:  FTE  250 

Budget  Authority  $20,465) — 


Subtotal -5 

Total  Decrease -6 


Total  Change 0  +$8,480 


24-955    96-41 
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BUDGET  AUTHORITY  BY  OBJECT  CLASS 
($  In  Thousands) 


Total  number  of  full-time 
permanent  positions 

Full-time  equivalent 

Full-time  permanent  positions 

Other  positions 

Total 

Average  ES  Salary 

Average  GM/GS  grade 

Average  GM/GS  salary 

Personnel  compensation: 

Permanent  positions 

Other  personnel  compensation... 

Subtotal,  personnel  compensation... 

Personnel  benefits 

Travel  and  transportation  of 

persons 

Transportation  of  things 

Rental  payments  to  GSA 

Communications,  utilities  and 

miscellaneous  charges 

Printing  and  reproduction 

Other  services 

Purchases  of  goods  and  services 

from  Government  accounts 

Supplies  and  materials 

Equipment 

Grants 

Total  budget  authority  by  object 

Working  Capital  Fund  obligations 
included  above 


FY  1996 

FY  1995 

Conference 

FY  1997 

Comparable 

Action 

Estimate 

272 


272 

0 

272 


$98,011 

10.63 

$47,952 


$13,204 
132 


$185,123 


(1,712) 


250 


250 

0 

250 


$101,526 

10.75 

$47,855 


$12,077 
120 


250 


250 

0 

250 


$101,526 

10.75 

$50,742 


$12,793 
124 


$170,390 
(2,142) 


$178,870 
•2.158) 


Change 


0 
0 
0 

0 

0 

♦2,887 


♦716 
+4 


13,336 

12.197 

12.917 

+720 

2,784 

2,620 

2.713 

♦93 

1,782 

13 

774 

1,763 

60 

700 

1,814 

62 

720 

+51 

+2 

♦20 

1,789 

316 

4,183 

1,795 

332 

3.228 

1.848 

250 

2.073 

+53 
-82 

-1.155 

1,712 

30 

30 

158,374 

2.142 

41 

33 

145,479 

.1,158 

55 

34 

154.216 

+16 

+24 

+1 

+8,737 

+$8,480 
+16 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES'  REPORTS 


Item 

FY  1996  House  Report  (No.  104-209) 

No  specific  actions  recommended, 

FY  1996  Senate  Report  (No.  104-145) 

No  specific  actions  recommended. 

FY  1996  Conference  Report  (No.  104-537) 

No  specific  actions  recommended. 


Action  Taken  or  to  Be  Taken 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
(S  In  Thousands) 

Budget  Request 
Legislation  FY  1996       FY  1997 


Authorizing  legislation  containing 
indefinite  authority 


38  U.S.C.  4100-4110A  and  4321-4327; 

as  amended,  and  P.L.  103-353 $   170,390    $   178,870 
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APPROPRIATION  HISTORY 
($  In  Thousands) 


1987 

1988 

1989 

1/ 

1990 

2/ 

1991 

3/ 

1992 

4/ 

1993 

5/ 

1994 

1995 

6/ 

1996 

1997 

Budget 

Estimates 

to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

131,525 

139,510 

137,655 

139,510 

138,656 

145.826 

145,826 

139.614 

142,406 

148.887 

160,006 

157,493 

1 62,623 

162.623 

162.623 

160,938 

161,514 

172,031 

172,031 

171.883 

129,187 

174,759 

174,759 

191,916 

170.852 

187,308 

182.742 

182.272 

186.648 

186.648 

186.648 

186.648 

190,209 

185.281 

187.964 

185.206 

187.114 

170.390 

170,390 

- 

178,870 

FTE 


275 
265 
265 
271 
280 
288 
285 
278 
272 
250 


1/  Reflects  $1,913  000  across  the  board  reduction  pursuant  to 
PL.  100-436. 

2/  Reflects  a  reduction  of  $1,685,000  pursuant  to  PL  99-177 

3/  Reflects  a  reduction  of  $2,234,000  pursuant  to  PL  101-517 

4/  Reflects  a  reduction  of  $2,843,000  pursuant  to  PL  102-170. 

5/  Reflects  $470,000  across-the  board  reduction  pursuant  to  PL.  102-394. 

6/  Reflects  a  reduction  of  $275,000  pursuant  to  Executive  Order  12837; 
and  a  reduction  of  $203,000  pursuant  to  PL  103-226. 

7/  Reflects  a  reduction  of  $75,000  for  awards,  and  a  reduction  of  $8,000  for 
procurement  pursuant  to  PL  103-333. 


8/  Reflects  a  reduction  of  $83,000  pursuant  to  PL  104-19 
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General  Statement 

The  appropriation  for  the  Assistant  Secretary  for  Veterans'  Employment 
and  Training  (ASVET)  is  used  to  develop  and  promote  the  maximum  employment  and 
training  opportunities  for  veterans,  and  through  the  Veterans'  Employment  and 
Training  Service  (VETS),  ensure  that  the  legislative  mandates  which  provide 
for  special  services  to  veterans.  Reservists,  National  Guard  members,  and 
other  eligible  persons  are  provided  by  the  Department  of  Labor  and  its 
grantees  in  accordance  with  Chapters  41,  42,  and  43  of  Title  38,  United  States 
Code.   The  Assistant  Secretary  for  Veterans'  Employment  and  Training  is  the 
principal  advisor  to  the  Secretary  of  Labor  on  the  formulation  and 
implementation  of  all  policies  affecting  veterans.   In  FY  1997,  the  budget 
request  for  the  ASVET  is  divided  into  two  activities:  (1)  State  Grants,  which 
is  further  divided  between  the  Disabled  Veterans'  Outreach  Program  (DVOP)  and 
the  Local  Veterans'  Employment  Representative  (LVER)  program;  and  (2) 
Administration,  which  includes  funding  for  the  Transition  Assistance  Program 
(TAP)  for  separating  service  members,  funding  for  the  investigation  and 
resolution  of  Uniformed  Services'  Employment  and  Reemployment  Rights  Act 
(USERRA)  claims  from  veterans,  Reservists  and  National  Guard  members,  and 
funding  for  VETS'  grant  administration  operations.   VETS'  administrative 
budget  request  reflects  a  12%  decrease  in  FTE  from  the  FY  1993  level,  achieved 
through  vigorous  streamlining  and  re-engineering  of  operations. 

Among  VETS'  primary  responsibilities  is  the  administration  of  a  variety 
of  grants-to-States  programs  providing  services  to  veterans.   The  DVOP  and 
LVER  program  staff  provide  direct  employment  and  employability  development 
services  which  emphasize  serving  service-connected  disabled  and  other 
disadvantaged  veterans  through  the  State  public  employment  service  system. 
Grants  are  also  awarded  under  Title  IV,  Part  C,  of  the  Job  Training 
Partnership  Act  to  meet  the  needs  of  disabled,  Vietnam-era  and  recently 
separated  veterans. 


Another  program  with  high  priority  is  the  continued  operation  of  the 
Transition  Assistance  Program  (TAP) .   VETS,  in  cooperation  with  the 
Departments  of  Defense  and  Veterans  Affairs,  is  responsible  for  continuing  the 
delivery  of  TAP  services  to  assist  separating  servicemembers  in  their 
transition  from  active  duty  to  the  civilian  labor  force,  hasten  their 
obtaining  civilian  jobs,  and  decrease  reliance  upon  unemployment  compensation 
for  ex-servicemembers . 

Another  primary  responsibility  of  VETS  is  the  USERRA  function  which 
involves  resolution  of  claims  filed  by  veterans,  ..eservists,  ana  National 
Guard  members.   The  claims  are  filed  against  employers  for  jobs,  seniority, 
and/or  pension  rights  to  which  the  claimants  allege  they  are  entitled 
following  their  return  from  active  military  duty.   These  claims  may  also 
allege  discrimination  in  hiring  because  of  the  claimants  military  obligations. 

The  VETS  field  staff  also  are  responsible  for  oversight  of  veterans' 
employment  counseling,  job  referrals,  placement  and  training  services  provided 
through  the  public  employment  service  system  and  other  programs.   The 
provision  of  veterans'  preference  in  Federal  employment  is  monitored  by  VETS 
staff  in  cooperation  with  the  Office  of  Personnel  Management  (OPM)  under  a 
"Memorandum  of  Understanding".   VETS  is  also  responsible  for  promotion  of 
Federal  contractors'  compliance  with  their  responsibility  to  list  certain 
vacancies  with  the  public  employment  service  system  and  to  take  affirmative 
action  to  employ  service-connected  disabled  and  Vietnam-era  veterans. 
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STATE  ADMINISTRATION 
($  In  Thousands) 

FY  1996  FY  1997  Difference 

Conference  Action  KPtimaf-P FY96/FY97 

F^I        Amrnint-  FTE       Amount  FTE       Amount 

DVDP: 
0        $76,913  0       $81,993  0       +$5,080 

LVE£: 
0        $71,386  0       $75,125  0       +$3,739 

Introduction 

The  Veterans'  Employment  and  Training  Service  (VETS)  administers  the 
Disabled  Veterans'  Outreach  Program  (DVOP) ,  which  is  a  grants- to -States 
program  authorized  by  Section  4103A  of  Title  38,  United  States  Code.   By 
statute,  funding  is  authorized  to  be  made  available  to  support  one  DVOP 
specialist  for  each  6,900  veterans  of  the  Vietnam  Era,  service-connected 
disabled  veterans  and  veterans  who  first  entered  active  duty  after  May  7,  1975 
in  each  State.  DVOP  specialists  provide  outreach  services  to  help  maximize 
employment  and  training  opportunities,  primarily  for  disabled  veterans, 
through  the  State  Employment  Security  (also  known  as  Job  Service)  Agencies 
(SESAs) .   The  DVOP  staff  also  assist  separating  servicemembers  by  delivering 
TAP  workshops. 

VETS  also  administers  the  Local  Veterans'  Employment  Representatives 
(LVER)  grants -to -State  program,  authorized  by  Section  4104A,  Title  38,  United 
States  Code.  The  statute  established  a  fixed  number  of  LVER  positions 
(1,600),  which  are  distributed  to  the  states  based  on  the  following  formula: 
the  number  of  LVER  positions  maintained  by  each  State  on  January  1,  1987 
(1,439)  plus  one  position  per  State.  The  remaining  108  positions  are 
distributed  in  proportion  to  the  average  of  the  number  of  full -service  Job 
Service  offices,  veterans  registered  and  the  population  of  veterans  in  each 
State  compared  to  the  total  for  all  States.   LVER  staff  provide  job 
development,  placement,  and  supportive  services  directly  to  veterans  and  act 
as  functional  supervisors  of  services  provided  to  veterans  by  other  local  Job 
Service  office  staff  to  ensure  compliance  with  priority  of  service 
requirements  and  the  performance  standards  for  services  to  veterans .   LVER 
staff  also  maintain  cooperative  working  relationships  with  community 
organizations  and  employers,  and  work  closely  with  other  agencies,  including 
the  Department  of  Veterans  Affairs  personnel  involved  in  vocational 
rehabilitation  or  counseling  services  for  veterans.   Also,  LVER  staff  promote 
and  monitor  listings  of  job  openings  by  Federal  contractors  and  subsequent 
referral  of  qualified  veterans  as  well  as  participation  of  veterans  in 
Federally- funded  employment  and  training  programs. 

Distribution  of  funding  for  the  DVOP  and  LVER  programs  is  shown  in  the 

State  Table  near  the  end  of  the  submission.   Funding  totals  for  the  DVOP  and 

LVER  programs  during  the  last  five  (5)  fiscal  years  are  shown  in  the  following 
table: 

Funding 

1992 $149, 825,  000 

1993 $158, 115, 000 

1994 $162,384,000 

1995 $161, 194 , 000 

1996 $148,299,000 
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FY  1997  Budget  Request 

For  FY  1997,  the  total  request  for  grants -to -States  is  $157,118,000.   The 
FY  1997  LVER  funding  request  is  $75,125,000,  and  the  FY  1997  funding  request 
for  DVDP  is  $81,993,000,  making  the  total  request  for  DVOP  and  LVER  in  FY  1997 
5.9%  more  than  funding  in  FY  1996  ($148,299,000). 

The  total  of  $75,125,000  requested  for  the  LVER  program  represents 
$3,739,000  more  than  FY  1996  funding  (an  increase  of  5.2%  and  will  provide 
resources  for  87%  of  the  mandated  1,600  positions  or  approximately  1,397 
positions.   The  LVER  staff  funded  will  result  in  about  166,000  veterans  being 
helped  into  jobs  in  FY  1997.   The  estimated  FY  1997  LVER  staffing  level 
represents  71  more  positions  than  were  funded  in  the  FY  1996  level. 

In  FY  1997,  LVER  specialists  will  ensure  delivery  of  the  case  management 
approach  to  serving  those  needing  intensive  services,  with  a  primary  focus  on 
helping  VA  Vocational  Rehabilitation  program  participants  get  jobs.   At  this 
level  or  funding,  which  includes  a  program  increase,  VETS  will  be  able  to  rely 
on  LVER  staff  to  coordinate  and  support  employment  assistance  to  disabled 
veterans  about  to  graduate  from  the  VA's  Vocational  Rehabilitation  program. 
LVER  staff  will  continue  to  monitor  the  provision  of  priority  services  to 
veterans  by  all  State  Employment  Service  staff.   Also,  LVER  staff  will  promote 
veterans'  participation  in  Federally- funded  programs  and  will  assist  in 
providing  services  to  soon- to-be- separated  military  servicemembers  who 
participate  in  Transition  Assistance  Program  (TAP)  sessions. 

The  total  of  $81,993,000  requested  for  the  DVOP  program  represents 
$5,080,000  more  than  was  provided  in  FY  1996  (an  increase  of  6.6%  and  will 
support  approximately  1,598  of  the  2,008  formula -derived  positions.   (The 
statutory  formula  for  DVOP  positions  increased  from  1,968  in  FY  1995  to  1,999 
for  FY  1996  and  to  2,008  for  FY  1997  due  to  the  increasing  number  of  veterans 
meeting  the  new  statutory  definition  established  by  the  102nd  Congress.)   This 
level  of  FY  1997  DVOP  staffing  reflects  a  increase  of  62  positions  above  the 
staffing  level  in  FY  1996.  With  1,598  DVOP  positions  in  FY  1997,  a  total  of 
about  174,000  veterans  will  be  helped  into  jobs,  about  6,500  more  than  in  FY 
1996. 

DVOP  specialises  will  continue  to  provide  outreach  and  other 
legislatively  prescribed  services  to  veterans,  giving  priority  to  special 
disabled  and  disabled  veterans.   The  DVOP  staff  will  continue  to  identify 
disabled  veterans,  determine  their  needs,  establish  ernpioyabiliry  plans,  and 
secure  employment  for  them  in  FY  1997,  with  a  primary  focus  on  providing 
intensive  help  to  VA  Vocational  Rehabilitation  program  participants.   This 
program  increase  will  enable  DVOP  staff  to  work  cioseiy  with  VA' s  Vocational 
Rehabilitation  program  to  provide  assistance  to  special  disabled  veterans 
before  they  graduate  from  the  program.  Economically  disadvantaged  veterans 
will  continue  to  be  targeted  for  intensive  services.   DVOP  specialists  will  be 
expected  to  network  closely  with  other  sources  of  services,  including  Private 
Industry  Councils,  service  providers  funded  by  the  Job  Training  Partnership 
Act  in  service  delivery  areas,  and  the  vocational  rehabilitation  counselors  of 
the  VA  to  provide  comprehensive  services  necessary  to  deal  with  the  structural 
unemployment  problems  faced  by  veterans.   DVOP  specialists  will  utilize  the 
case  management  approach  in  their  services  to  veterans,  and  will  continue  to 
play  a  vital  role  in  delivering  TAP  workshops.   DVOP  representatives  will  bear 
the  greatest  part  of  the  State  Job  Service  Agencies'  increasing  responsibility 
for  presenting  TAP  workshops,  requiring  about  2-3%  of  DVOP  FTE,  as  compared 
with  the  minimal  (approximately  1%)  DVOP  support  level  for  TAP  in  FY  1994. 

FY  1996 

For  FY  1996,  the  total  funding  for  grants -to-States  is  $148,299,000.   The 
FY  1996  LVER  funding  is  $71,386,000,  and  the  FY  1996  funding  for  DVOP  is 
$76,913,000,  making  the  total  request  for  DVOP  and  LVER  in  FY  1996  8%  lower 
than  was  funded  in  FY  1995  ($161,194,000) . 
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The  total  of  $71,386,000  provided  for  the  LVER  program  represents 
$6,207,000  less  than  was  provided  in  FY  1995  (a  decrease  of  8%)  and  provides 
resources  for  82.9%  of  the  mandated  1,600  positions  or  approximately  1,326 
positions.   The  LVER  staff  funded  will  result  in  about  155,000  veterans  being 
helped  into  jobs  throughout  1996.   The  FY  1996  LVER  staffing  level  represents 
105  fewer  positions  than  were  funded  in  the  FY  1995  allowance  level. 

LVER  staff  continue  to  monitor  the  provision  of  priority  services  to 
veterans  by  all  State  Employment  Service  staff.   Also,  LVER  staff  promote 
veterans'  participation  in  Federally- funded  programs  and  assist  in  providing 
services  to  soon-to-be-separated  military  servicemembers  who  participate  in 
Transition  Assistance  Program  (TAP)  sessions.   LVER  staff  share  with  the  DVDP 
representatives  the  State  Job  Service  Agencies'  increasing  responsibility  for 
presenting  TAP  workshops,  requiring  about  2-3%  of  the  FTE  funded  under  both 
the  DVDP  and  LVER  programs,  as  compared  with  the  minimal  (approximately  1%) 
DVOP/LVER  support  level  for  TAP  in  FY  1994. 

The  total  of  $76,913,000  provided  for  the  DVDP  program  represents 
$6,688,000  less  than  was  provided  in  FY  1995  (a  decrease  of  8%)  and  supports 
1,568  of  the  1,999  formula-derived  positions.   (The  statutory  formula  for  DVDP 
positions  increased  from  1,884  in  FY  1994  to  1,968  in  FY  1995  and  to  1,999  for 
FY  1996  due  to  the  increasing  number  of  veterans  meeting  the  new  statutory 
definition  established  by  the  102nd  Congress . )   This  level  of  FY  1996  DVDP 
staffing  reflects  a  decrease  of  110  positions  below  the  funding  level  in  FY 
1995.   With  1,536  DVDP  positions  in  FY  1996,  a  total  of  about  167,000  veterans 
will  be  helped  into  jobs,  about  13,000  fewer  than  in  FY   1995. 

DVDP  specialists  continue  to  provide  outreach  and  other  legislatively 
prescribed  services  to  veterans,  giving  priority  to  special  disabled  and 
disabled  veterans.   DVDP  staff  also  continue  to  be  involved  in  TAP  including, 
as  noted  above,  the  sharing  with  LVERs  of  the  State  Job  Service  Agencies' 
increasing  responsibility  for  TAP  workshop  delivery. 

FY  1995 

For  FY  1995,  the  total  funding  for  grants -to -States  was  $161,194,000. 
The  FY  1995  LVER  funding  level  was  $77,593,000,  and  the  FY  1995  funding  level 
for  DVDP  was  $83,601,000. 

The  total  of  $77,593,000  provided  to  the  LVER  program  in  FY  1995 
represented  a  decrease  of  $573,000  (0.7%)  from  the  amount  provided  in  FY  1994 
and  provided  resources  for  91%  of  the  mandated  1.500  positions  or  1,431 
positions.   This  LVER  staffing  level  resulted  in  170,000  veterans  being  helped 
into  jobs  in  FY  1995.   LVER  staff  continued  to  monitor  the  provision  of 
priority  services  to  veterans  by  all  State  Employment  Security  Agency  (SESA) 
staff.   Also,  LVER  staff  promoted  veterans'  participation  in  Federally- funded 
programs  and  assisted  in  providing  services  to  soon-to-be-separated  military 
servicemembers  who  participated  in  Transition  Assistance  Program  (TAP) 
sessions,  sharing  with  the  DVDP  representatives  the  State  Job  Service 
Agencies'  increasing  responsibility  for  presenting  TAP  workshops. 

The  $83,601,000  provided  for  the  DVDP  program  represented  a  decrease  of 
$617,000  (0.7%)  from  the  amount  provided  in  FY  1994  and  supported 
approximately  1,646  of  the  1,968  formula  derived  positions.   The  total  of 
1,646  funded  positions  reflected  a  decrease  of  126  positions  from  the  1,772 
positions  actually  funded  in  FY  1994,  and  resulted  in  180,000  veterans  being 
helped  into  jobs  in  FY  1995.   DVDP  specialists  continued  to  provide  outreach 
and  other  legislatively  prescribed  services  to  veterans,  giving  priority  to 
special  disabled  and  disabled  veterans.   DVDP  staff  also  continued  to  be 
involved  in  TAP  including,  as  noted  above,  the  sharing  with  LVER  staff  of  the 
increasing  responsibility  for  TAP  workshop  delivery. 
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In  FY  1995,  DVOP/LVER  ataff  were  heavily  relied  upon  to  provide  the 
majority  of  basic  labor  exchange  services  given  to  job-ready  veterans  in  the 
Job  Service  offices.   Given  the  need  to  provide  a  greater  number  of  veterans 
with  basic  labor  exchange  services,  it  has  become  increasingly  challenging  to 
provide  quality  services  to  the  priority  groups  of  veterans  these  positions 
are  Congressionally  mandated  to  provide.   Application  of  the  case  management 
approach  to  the  provision  of  services  across  the  country  is  designed  to 
increase  the  DVOP/LVER  staff  effectiveness  to  address  this  challenge. 

Changes  for  1997 

Activity  Changes: 

Built-in: 

Inflationary  increase  for  state  salary  costs: 

(DVOP) $2,231 

(LVER) 2,070 

Total  Built-in $4,301 

Net  Program +$4,518 

Direct  FTE 0 

State  Administration 

Proposal:   To  provide  additional  funds  of  $4,518,000  for  the  DVOP  and  LVER 
programs. 

Rationale:   To  provide  for  the  partial  restoration  of  FY  1995  operating  levels 
in  the  DVOP  and  LVER  programs . 

Program  Effects :   The  additional  funds  will  enable  VETS  to  rely  on  LVER  staff 
to  coordinate  and  support  employment  assistance  to  disabled  veterans  about  to 
graduate  from  the  Veterans  Administration  (VA)  Vocational  Rehabilitation 
program.   The  increase  will  also  enable  DVOP  staff  to  work  closely  with  the 
VA's  Vocational  Rehabilitation  program  to  provide  assistance  to  special 
disabled  veterans  before  they  graduate  from  the  program. 

Base: 

FTE:   0  Estimate:   $152,600,000 

Program  Increase: 

FTE:   0  '  Estimate:    -S4,518, 000 


1291 


ADMINISTRATION 
($  In  Thousands) 

FY  1996  FY  1997  Difference 

Conference  Action  Estimate  FY96/FY97 


FTE        Amount  FTE       Amount  FTE       Amount 

23o"      $19,419  230"     $21,752  ~0~     +$2,333 

Introduction 

The  Veterans'  Employment  and  Training  Service  (VETS)  is  responsible  for 
ensuring  that  the  legislative  mandates  for  providing  special  services  to 
veterans,  Reservists,  National  Guard  members,  and  other  eligible  persons  are 
provided  by  the  DOL  and  its  grantees  in  accordance  with  Chapters  41,  42,  and 
43  of  Title  38,  United  States  Code.   VETS  administers  grants-to-States  for  the 
Local  Veterans'  Employment  Representative  (LVER)  program  and  the  Disabled 
Veterans'  Outreach  Program  (DVOP) .   It  also  administers  grants-to-States  and 
other  entities  as  authorized  by  Title  IV,  Part  C  of  the  Job  Training 
Partnership  Act  ( JTPA) .   VETS  also  ensures  the  delivery  of  services  by  State 
Employment  Service  Agencies  (SESAs)  to  veterans  on  a  priority  basis  through 
on-site  monitoring  and  management  assistance. 

Funding  for  this  activity  during  the  last  five  (5)  years  has  been  as 
follows : 

Funding       FTE 

1992 $19,651,000  288 

1993 $21,309,000  285 

1994 $21,339,000  276 

1995 $21,025,000  272 

1996 $19,419,000  250 

VETS  acts  as  liaison  with  other  Federal  agencies,  including  the  Office  of 
Personnel  Management,  to  protect  veterans'  hiring  preference  in  the  Federal 
sector;  the  Office  of  Federal  Contract  Compliance  Programs,  to  ensure  the 
enforcement  of  affirmative  action  requirements  for  special  disabled  and 
Vietnam-era  veterans;  the  Department  of  Veterans  Affairs,  to  coordinate 
vocational  rehabilitation  and  on-the-job  training  programs;  the  DeDartments  of 
Defense  and  Veterans  Affairs,  to  conduct  the  Transition  Assistance  Program 
(TAP)  providing  servicemembers  separating  from  active  duty  with  labor  market 
information  and  job  search  skills  training  to  expedite  their  transition  from 
military  to  civilian  employment. 

VETS  staff  provide  assistance  directly  to  veterans,  Reservists,  and 
National  Guard  members  to  protect  their  employment  and  reemployment  rights, 
including  anti-discrimination,  seniority,  and  pension  rights,  as  redefined 
through  the  October  1994  enactment  of  the  Uniformed  Services  Employment  and 
Reemployment  Rights  Act  (USERRA) .   VETS  also  administers  the  Job  Listing 
component  of  the  Federal  Contractor  Program  (FCP),  under  38  U.S.C.  Section 
4212,  which  requires  Federal  contractors  to  list  their  openings  with  SESAs  and 
to  submit  annual  employment  reports  on  special  disabled  and  Vietnam-era 
veterans.   The  agency  is  responsible  for  fact-finding  when  a  veteran  complains 
that  a  Federal  agency  violated  veterans  preference  provisions  in  hiring 
activities  and  for  coordinating  resolution  of  such  complaints  with  the  Office 
of  Personnel  Management. 

In  addition,  VETS  currently  administers  the  National  Veterans'  Training 
Institute  (NVTI),  which  provides  training  to  Federal  and  State  employees  and 
managers  involved  in  delivery  of  services  to  veterans.   The  agency  also 
collects  and  summarizes  information,  as  required  by  law,  concerning  the 
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quantity  and  quality  of  services  provided  to  veterans  by  DOL  and  DOL- funded 
programs,  and  provides  this  information  to  the  Congress. 

FY  1997  Budget  Request 

The  resources  requested  for  this  activity  total  $21,752,000  and  250  FTE 
positions.   This  funding  level  is  $2,333,000  (12%)  above  the  total  provided 
for  this  activity  in  FY  1996,  $19,419,000.   In  FY  1997,  VETS  will  continue  to 
provide  the  full  range  of  services  to  veterans  that  are  described  in  the 
introductory  section  above. 

This  funding  level  provides  22  fewer  FTE  than  the  FY  1995  level  and  the 
same  FTE  allocation  as  in  FY  1996.   To  ameliorate  the  impact  of  these  field 
and  national  office  reductions,  the  agency  will  continue  to  enhance  its 
management  information  systems  for  Uniformed  Services'  Employment  and 
Reemployment  Rights  Act  cases,  grants  management,  and  quarterly  reporting,  and 
will  achieve  further  efficiencies  through  cross-training  and  expanded 
utilization  of  remaining  staff. 

During  FY  1997,  most  of  VETS'  workload  will  be  concentrated  in  four 
primary  categories:  (1)  administration  of  grants-to-States  funds  (DVOP/LVER 
grants)  which  provide  specialized  employment  and  training  services  to  veterans 
through  the  Job  Service  system  and  broad  oversight  of  all  services  provided  by 
the  State  employment  and  training  service  delivery  systems,  as  required  by 
Chapter  41  of  Title  38  of  the  U.S.  Code,  (2)  administration  of  TAP,  (3) 
administration  of  the  Veterans'  Reemployment  Rights  (VRR)  program  under  the 
Uniformed  Services  Employment  and  Reemployment  Rights  Act  (USERRA)  Chapter  43 
of  Title  38  of  the  U.S.  Code,  and  (4)  administration  of  grants-to-States  for 
employment  and  training  of  veterans  under  Title  IV  of  the  JTPA. 

These  programs  will  be  maintained  at  funding  levels  sufficient  to 
support  their  integrity  and  to  enable  the  reduced  VETS'  staff  to  perform 
critical  functions  such  as  conducting  on-site  local  Employment  Service  office 
evaluations  and  follow-up  reviews,  investigating  and  resolving  VRR/USERRA 
cases,  conducting  JTPA  IV-C  grant  reviews,  and  processing  of  grant 
applications  and  modifications. 

The  agency  will  also  emphasize  the  following  priorities  for  its  staff: 

Maintaining  an  effective  Transition  Assistance  Program.   VETS  staff,  as 
augmented,  where  appropriate,  by  qualified  contractors,  •..ill  present 
4,000  workshops  to  164,000  separating  servicememoers — 65*  of  those  who 
will  separate  from  the  military  worldwide  in  FY  1997  (up  from  the  57% 
coverage  projected  for  FY  1996) .   The  program  increase  proposed  for  TAP 
in  FY  1997  will  provide  VETS  with  program  capacity  consistent  with  the 
needs  and  intent  of  Public  Law  101-510  (National  Defense  Authorization 
Act)  which  authorized  TAP.   It  allowed  the  use  of  DVOP  and  LVER  staff 
only  to  the  extent  it  did  not  significantly  affect  services  to  veterans. 
Since  additional  DVOP  and  LVER  staff  resources  will  be  shifted  to 
Vocational  Rehabilitation  sites,  additional  federal  staff  or  contract 
facilitators  will  be  needed  to  maintain  the  level  of  effort.   Moreover, 
this  proportionate  increase  in  the  delivery  of  TAP  to  separating 
military  personnel  has  the  probability  of  realizing  cost  savings  that 
are  significantly  greater  than  the  amount  being  requested  because  TAP 
participants  obtain  their  first  civilian  job  three  weeks  faster  than  do 
non-participants,  demonstrating  that  there  is  a  substantial  return  on 
investment  in  this  program.   High  priority  for  TAP  is  also  supported  by 
recent  findings  in  a  Department  of  Defense  study,  which  showed  notably 
high  satifaction  ratings  among  servicemembers  who  had  attended  TAP 
workshops . 

Improved  use  of  technology  to  market  veterans  to  employers.   To  generate 
better  jobs  and  more  jobs  for  veterans  coming  into  the  DOL  service 
delivery  system  and  to  improve  the  access  of  veterans  to  employers  and 
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vice  versa,  VETS  would  move  beyond  monitoring  of  State  activities  into 
more  active  and  direct  marketing  efforts  within  the  employer  community, 
utilizing  proven  new  technologies  to  the  maximum  extent  possible. 

Targeting  resources  to  assist  minority,  female,  and  service-connected 
disabled  veterans .  VETS  will  address  the  acute  needs  of  these  veterans, 
which  reflect  the  disadvantages  they  have  faced  within  VETS'  service 
delivery  system  as  demonstrated  through  recent  survey  findings  and  as 
further  identified  through  focus  group  meetings. 

Other  priorities  to  be  addressed  will  include  the  development  of  outcome 
measures  and  standards  for  key  operations  (such  as  for  TAP  workshops,  and  for 
DVDP/LVER  outcomes,  particularly  for  VA  vocational  rehabilitation  program 
clients  and  for  minority  and  female  veterans)  ;  and  the  delivery  of  training  in 
specialized  job  development  and  placement  skills  for  DVDP  specialists  (to 
equip  them  to  work  effectively  with  VA  vocational  rehabilitation  clients  and 
all  disabled  veterans,  who  remain  a  top  priority  among  VETS'  clientele) . 

FY  1996 

The  resources  provided  for  this  activity  total  $19,419,000  and  250  FTE 
positions.   This  funding  level  is  $1,606,000  (8%)  below  the  total  provided  for 
this  activity  in  FY  1995,  $21,025,000.   In  FY  1996,  VETS  will  continue  to 
provide  the  full  range  of  services  to  veterans  that  are  described  in  the 
introductory  section  above. 

This  funding  level  provides  22  fewer  FTE  than  the  FY  1995  level.   The 
reduced  FY  1996  staffing  level  is  being  accommodated  through  attrition,  while 
preserving  statutorily  mandated  and  other  essential  front-line  positions 
filled  in  the  field.   To  ameliorate  the  impact  of  these  field  and  national 
office  reductions,  the  agency  continues  to  enhance  its  management  information 
systems  for  Veterans'  Reemployment  Rights  cases,  grants  management,  and 
quarterly  reporting,  and  is  achieving  further  efficiencies  through  cross- 
training  and  expanded  utilization  of  remaining  staff. 

During  FY  1996,  most  of  VETS  workload  is  concentrated  in  the  following 
categories:   (1)  administration  of  grants -to -States  and  broad  oversight  of  all 
services  provided  by  the  State  employment  and  training  service  delivery 
systems,  as  required  by  Chapter  41  of  Title  38  of  the  U.S.  Code;  ,2) 
administration  of  the  Transition  Assistance  Program  (TAP) ,  which  at  this 
funding  ievei  is  allotted  $1,850,900  to  support  "he  operation  of  TAP  in  44 
States,  offering  3,700  workshops  at  204  sites  to  approximately  155,000  of  the 
271,000  separatees  worldwide  (57%);  (3)  administration  of  the  Veterans' 
Reemployment  Rights  (VRR)  program  under  Chapter  43  of  Title  38  of  the  U.S. 
Code,  with  expanded  responsibilities  as  a  result  of  the  October  1994  enactment 
of  USERRA;  (4)  administration  of  the  National  Veterans'  Training  Institute 
(NVTI) ;  and  (5)  administration  of  grants -to -States  and  other  entities  for 
employment  and  training  of  veterans  under  Title  TV,  Part  C,  of  the  JTPA. 

The  FY  1996  budget  provides  VETS  with  the  capacity  to  make  TAP  available 
to  155,000  separatees,  3,000  more  than  in  FY  1995",  and"  57  percent  of  military 
personnel  separating  during  FY  1996.   This  level  of  service  is  consistent  with 
the  needs  and  intent  of  Public  Law  101-510  (National  Defense  Authorization  Act 
of  1991)  ,  which  authorized  TAP. 

In  FY  1996,  VETS  wishes  to  increase  the  quality  of  TAP  presentations. 
Many  workshops  in  previous  years  have  had  over  100  participants,  which 
adversely  affected  the  quality  of  the  presentations.   In  this  regard,  VETS' 
goal  is  to  limit  class  size  to  50  participants,  and  instructor-to-class-size 
ratios  are  being  limited  to  one  instructor  per  35  participants.   Classes  that 
have  from  35  to  50  participants  require  two  facilitators,  and  facilitation  may 
be  provided  by  either  a  Disabled  Veterans  Outreach  Program  (DVOP)  Specialist, 
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a  Local  Veterans'  Employment  Representative  (LVER)  or  a  contracted 
facilitator. 

The  FY  1996  budget  is  sufficient  to  support  contracted  TAP  facilitation 
costs,  advertisement,  and  the  production  of  instructional  materials.   These 
resource  requirements  are  in  addition  to  those  to  be  provided  to  TAP 
participants  by  the  State  Employment  Security  Agencies  and  their  dedicated 
veterans '  staff . 

VETS  expects  to  continue  to  improve  services  to  its  customers  in  FY  1996 
as  a  result  of  initiatives,  program  changes,  and  organizational  changes  that 
will  evolve  from  continuation  of  the  agency's  "reinvention"  and  "streamlining" 
efforts  begun  in  FY  1994,  and  from  the  enhanced  automated  reporting  system 
implemented  in  FY  1994 . 

VETS  staff  continue  to  perform  critical  oversight  functions  for  DVOP/LVER 
and  HVRP  grants,  and  JTPA  IV-C  grants.   Oversight  includes  conducting  on-site 
local  Employment  Service  office  evaluations  and  follow-up  reviews,  conducting 
JTPA  IV-C  grant  reviews,  and  processing  grant  applications  and  modifications. 

Newly  established  USERRA  investigation  mandates  (including  unprecedented 
subpoena  authority),  and  the  expansion  of  the  universe  of  VETS'  VRR  clientele 
to  include  all  non-career  uniformed  servicemembers  including  those  in  the 
Federal  and  U.S.  Postal  Service,  is  projected  to  result  in  approximately  1,600 
VRR  cases  being  opened  in  FY  1996.   VETS  will  strive  to  close  more  than  85%  of 
active  cases  within  90  days  and'  maintain  the  average  number  of  days  from 
opening  to  closure  at  less  than  50  days . 

FY  1995 

The  total  of  $21,025,000  and  272  FTE  positions  provided  for  the  activity 
in  FY  1995  was  $314,000  (1.5%)  below  the  total  provided  for  this  activity  in 
FY  1994,  $21,339,000.   In  FY  1995,  VETS  will  continue  to  provide  the  full 
range  of  services  to  veterans  that  are  described  in  the  introductory  section 
above.  This  funding  level  represents  six  (6)  fewer  FTE  than  the  FY  1994 
actual  level. 

VETS'  streamlining  efforts  continued  during  FY  1995.   Most  of  VETS 
workload  was  concentrated  in  the  following  categories:   (1)  administration  of 
grants-to-States  and  broad  oversight  of  all  services  provided  by  the  State 
employment  and  training  service  delivery  systems ,  as  required  by  Chapter  41  of 
Title  38  of  the  U.S.  Code;  (2)  administration  of  the  Transition  Assistance 
Program  (TAP) ,  which  supported  the  operation  of  TAP  in  44  States,  offering 
3,520  workshops  at  approximately  200  sites  to  152,000  of  the  300,000 
separatees  worldwide;  (3)  administration  of  the  Veterans'  Reemployment  Rights 
(VRR)  program  under  Chapter  43  of  Title  38  of  the  U.S.  Code,  as  recently 
augmented  by  the  new  USERRA;  (4)  administration  of  the  National  Veterans' 
Training  Institute  (NVTI)  ;  (5)  administration,  jointly  with  the  Department  of 
Veterans'  Affairs,  of  the  Service  Members  Occupational  Conversion  and  Training 
Act  (SMOCTA)  of  1992;  and  (6)  administration  of  grants-to-States  and  other 
entities  for  employment  and  training  of  veterans  under  Title  IV,  Part  C,  of 
the  JTPA  (29  U.S.C.  Section  1721). 

To  achieve  efficiencies  in  the  TAP  program,  the  State  Employment  Security 
Agencies '  increasing  responsibility  for  presentation/facilitation  of  TAP 
workshops  was  primarily  assumed  by  DVOP  staff,  making  DVOP  staffing  levels  a 
critical  factor  in  the  success  of  TAP. 

VETS  staff  performed  critical  program  and  oversight  functions  for 
DVOP/LVER  grants  and  JTPA  Title  IV-C  grants.   VETS  staff  also  delivered  all 
services  of  the  USERRA  program.   Oversight  of  VETS'  grants  included  conducting 
on-site  local  Employment  Service  office  evaluations  and  follow-up  reviews, 
opening  and  resolving  VRR  cases,  conducting  JTPA  IV-C  reviews  of  service 
providers,  and  processing  grant  applications  and  modifications. 
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Full  implementation  of  the  USERRA  legislation,  which  was  enacted  in 
October  1994,  commenced  in  December,  1994.   During  FY  1995,  VETS  initiated  new 
VRR/USERRA  procedures,  developing  and  disseminating  fact  sheets  and  other 
public  information  regarding  VRR  and  USERRA,  conducting  briefings, 
establishing  an  electronic  "bulletin  board"  with  a  USERRA  electronic  library, 
and  coordinating  a  wide  range  of  other  necessary  planning  activities  with 
other  organizations  and  agencies  also  interested  or  involved  in  USERRA  cases 
(particularly  the  Office  of  Personnel  Management  (OPM) ,  the  Department  of 
Defense,  and  the  U.S.  Postal  Service). 

Changes  for  1997 

Activity  Changes: 

Built-in: 

Anualization  of  pay  increase  effective  in  January  1996 S106 

Federal  pay  increase  effective  in  January  1997 418 

Employee  health  benefits 23 

Travel  and  transportation  of  persons 19 

Transportation  of  things 2 

Rental  payments  to  GSA 20 

Communications,  utilities  and  miscellaneous  charges 3 

Printing  and  reproduction 20 

Working  Capital  Fund 16 

Other  services 452 

Supplies  and  materials 24 

Equipment 1 

Federal  Employees '  Compensation  Act  ( FECA) _   -58 

Total  Built-in $1,046 

Net  Program +$1,287 

Direct  FTE 0 

Administration 

Proposal:   To  provide  additional  funds  of  $1,922,000  and  six  (6)  additional 
FTE  for  the  Transition  Assistance  Program  (TAP) . 

Rationale:   To  expand  the  number  of  separating  servicemembers  served  by  TAP  by 
approximately  5%  to  65%  and  to  increase  the  number  of  TAP  workshoDS  by 
approximately  200  to  4,000. 

Program  Effects:   The  additional  funds  will  provide  VETS  with  the  capacity  to 
expand  the  number  of  TAP  workshops  delivered,  courses  provided  and  the  number 
of  separating  servicemembers  trained  by  approximately  18,000  to  164,000.   An 
independent  national  evaluation  conducted  for  VETS  on  the  TAP  performance  in 
FY  1991  estimated  that  servicemembers  who  reveived  TAP  orientation,  on 
average,  found  jobs  three  weeks  earlier  than  did  servicemembers  who  did  not 
participate  in  a  TAP  workshop.   Such  a  reduction  in  the  time  in  which  a  person 
is  unemployed  indicates  that,  in  aggregrate,  there  are  tremendous  cost  savings 
to  be  realized  by  ensuring  that  as  many  separating  personnel  as  possible 
receive  TAP  orientations.   At  this  time,  VETS  is  not  yet  able  to  reliably 
forecast  the  amount  of  such  savings. 

Estimate:   $20,465,000 

Estimate:   +$1,922,000 


Base: 

FTE: 

250 

Program  Increase 

FTE: 

+6 
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Proposal:   To  reduce  administrative  expenses  by  $490,000. 

Rationale:   To  comply  with  the  requirements  of  Executive  Order  12837. 

Program  Effects :   This  reduction  will  result  in  a  decrease  in  contract  support 
activities  for  the  Transition  Assistance  Program  (TAP) .   The  effect  will  be 
that  fewer  training  facilitators  will  be  hired  which  will  result  in  fewer  TAP 
workshops  conducted  for  TAP  participants. 

Base: 

FTE:  250  Estimate:   $20,465,000 

Program  Increase: 

FTE:   0  Estimate:     -$490,000 

Proposal:   To  reduce  6  FTE  and  $145,000. 

Rationale:   To  comply  with  the  reduction  in  FTE  as  required  by  P.L.  103-226. 

Program  Effects:   This  reduction  will  be  in  the  national  office  and  will  have 
no  effect  on  the  statutorily  required  levels.   The  continuation  of  the  cross- 
training  of  staff  will  allow  for  more  efficient  utilization  of  remaining  staff 
and  provide  streamlining  efficiencies  through  increased  automation. 

Base: 

FTE:  250  Estimate:   $20,465,000 

Program  Increase: 

FTE:   -6  Estimate:     -$145,000 
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NATIONAL  VETERANS'  TRAINING  INSTITUTE 
($  In  Thousands) 

FY  1996  FY  1997                    Difference 

Conference  Action  Estimate                   FY96/FY97 

FTE       Amount  FTE       Amount  FTE       Amount 

0         $2,672  0            $0              0       -$2,672 

Introduction 

The  National  Veterans'  Training  Institute  (NVTI)  was  established  in  1986 
and  authorized  in  1988  by  P.L.  100-323.   Presently  administered  by  VETS  staff 
through  contract  to  the  University  of  Colorado  at  Denver  (UCD) ,  NVTI  provides 
training  to  Federal  and  State  employees  and  managers  involved  in  the  direct 
delivery  of  employment  and  training  related  services  to  veterans.   The  NVTI 
curriculum  offers  courses  for  DVOP/LVER  staff  in  Core  Professional  Skills, 
Veterans'  Benefits,  Marketing  and  Accessing  the  Media,  the  Transition 
Assistance  Program  (TAP)  ,  and  Case  Management.   Eliployment  Service  managers 
are  offered  training  in  Managing  Veterans'  Programs.   Training  developed  for 
VETS  staff  includes  a  Veterans '  Reemployment  Rights  (VRR)  course  and  a  Grants 
Management  course.   DOD  staff  receive  TAP  training  from  NVTI  through  DOD 
reimbursable  funding  agreements.   DVA  staff  also  participate  in  NVTI  courses 
on  a  cost  reimbursable  basis .   NVTI  also  operates  a  Resource  and  Technical 
Assistance  Center  (RTAC)  to  serve  as  a  support  center  and  repository  for 
training  and  resource  information  related  to  veterans '  programs ,  pro j ects ,  and 
activities. 

Funding  for  this  activity  during  the  last  five  (5)   years  has  been  as 
follows : 

Funding 


1992 $2,440,000 

1993 $2,848,000 

1994 $2,925,000 

1995 $2,904,000 

1996 $2,672,000 

Approximately  95%  of  ail  DVDP  specialists  i-ia  LVERs  have  attended  NVTI's 
basic  "Professional  Skills  Development"  course.   Employment  Service  managers 
also  have  access  to  specialized  training  designea  to  improve  their  services  to 
veterans  through  an  NVTI  course  dealing  with  management  of  veterans'  programs. 

The  training  institute  has  proven  to  be  an  effective  instrument  for 
establishing  uniformity  of  services  provided  nationally  as  well  as  for 
significantly  improving  both  the  guality  and  quantity  of  services  provided  to 
veterans.   Furthermore,  NVTI  has  proven  efficient  at  meeting  new  training 
needs  as  they  arise  such  as  in  the  case  of  TAP,  YRR.  the  Service  Members' 
Occupational  Conversion  and  Training  Act  (SMOCTA) ,  grants  management,  and  case 
management. 

FY  1997  Budget  Request 

No  funds  are  requested  for  this  activity  in  FY  1997 . 

FY  1996 

For  FY  1996,  funding  for  NVTI  is  $2,672,000,  a  reduction  of  $232,000  from 
the  total  of  $2,904,000  provided  in  FY  1995.   This  permits  training  of 
approximately  2 , 160  participants  in  NVTI  courses . 
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Currently  in  progress  at  NVTI  is  development  of  training  in  investigative 
techniques  for  VETS'  staff  handling  veterans'  reemployment  rights  cases  under 
the  Uniformed  Services'  Employment  and  Unemployment  Rights  Act  (USERRA)  . 
Delivery  of  this  training  scheduled  to  begin  in  FY  1996 . 

The  case  management  approach  to  services  has  been  identified  as  a  key 
operational  cornerstone  in  the  agency's  efforts  to  improve  service  delivery  in 
these  programs.  VETS  believes  that  the  delivery  of  comprehensive  case 
management  training  for  LVER  and  DVOP  staff  through  the  National  Veterans ' 
Training  Institute  (NVTI)  ,  as  quickly  as  possible,  will  be  of  utmost 
importance  in  FY  1996. 

Other  FY  1996  training  priorities  include  continued  emphasis  on  ensuring 
that  new  DVOP/LVERs  receive  the  Professional  Skills  Development,  Veterans' 
Benefits,  and  Case  Management  courses  and  that  ES  Local  Office  Managers  attend 
training  in  Managing  Veterans'  Programs  and  Managing  Case  Management  (in 
accordance  with  the  relevant  position  training  plans) .  Another  major  priority 
will  be  the  facilitation  of  Total  Quality  Management  (TQM)  training  for  all 
VETS  staff,  as  the  agency  exercises  its  commitment  to  TQM  principles. 

NVTI  continues  in  FY  1996  to  utilize  off -site  training  locations,  to  the 
extent  that  off-site  sessions  are  cost  effective  and/or  useful  in  meeting 
particular  training  needs. 

FY  1995 

VETS  provided  $2,904,000  to  NVTI  in  FY  1995,  which  permitted  the  training 
of  2,753  participants. 

The  training  priorities  for  NVTI  in  FY  1995  were  determined  in  accordance 
with  needs  identified  through  a  comprehensive  needs  assessment  project 
completed  during  FY  1994.  This  assessment  focused  on  the  training  needs  of 
specific  training  audiences  within  NVTI ' s  purview  by  defining  the  knowledge, 
skills,  and  abilities  (KSAs)  for  each  veterans'  service  provider  group  to  be 
trained. 

Development  of  training  on  USERRA  and  Total  Quality  Management  were  the 
top  priorities  for  VETS  during  FY  1995. 

As  in  prior  years,  NVTI -related  transportation  costs  for  -raining 
sessions  were  largely  funded  from  sources  outside  of  the  NVTI  appropriation, 
i.e.,  from  VETS'  administration  funds  for  VETS  staff  and  from  DVOP/LVER  funds 
for  Employment  Service  staff . 

The  delivery  of  comprehensive  case  management  training  for  LVER  and  DVOP 
staff  through  NVTI  was  initiated  in  FY  1994  and  continued  during  FY  1995. 

Changes  for  1997 

Activity  Changes: 

Net  Program -$2,672 

FTE 0 
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National  Veterans'  Training  Institute 

Proposal :   To  eliminate  funding  for  the  National  Veterans'  Training  Institute. 

Rationale:   Other  program  priorities  require  the  allocation  of  funds  to 
activities  other  than  NVTI. 

Program  Effects:   Training  will  be  procured  through  alternative  sources. 

Base: 

FTE:  _0_  Estimate:   $2,672,000 

Program  Decrease: 

FTE:   0"  Estimate:  -$2,672,000 
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ASVET-26 


DISABLED  VETERANS'  OUTREACH  PROGRAM 
AND  LOCAL  VETERANS  EMPLOYMENT  REPRESENTATIVES 

STATE  TAPJEB 


ALABAMA 

ALASKA 

ARIZONA 

ARKANSAS..... 
CAUFORMA.. 


CONNECTICUT 

DELAWARE. 

DISTRICT  OF  COLUMBIA 
FLOROA 


2.443 

2.277 

i.ies 

1.074 

Z089 

1.880 

1.885 

1.S36 

8.821 

17.338 

3.0S8 

2.738 

2.314 

2.200 

2415 
1.13S 

:.oos 

1.824 
18.445 


GEORGIA 

HAWAII 

IDAHO 

ILUNOtS 
INDIANA 

IOWA 

KANSAS 
KENTUCKY 

LOUISIANA 
MAINE  


8.837 
3.088 


1.082 
7.257 
3.248 


i58 


MARYLAND 
MASSACHUSETTS 

MCHMAN, 

MMNESOTA 


2784 
3.477 
8,313 
3.327 
1.835 


1504 

3.204 
8.287 
Z873 
1.533 


2882 

3.404 
8.872 
3.044 
1.821 


MONTANA 

NEBRASKA 

NEVADA 

NEW  HAMPSHIRE.. 


907 


NEW  JERSEY 

NEW  MEXICO 

.EWYORK 
NORTH  CAROLINA 
NORTH  DAKOTA 


3,184 
1.070 
10106 
3.780 
577 


3384 

1.133 

10  731 

3580 

808 


OHO. 

OKLAHOMA 
OREGON 
PENNSYLVANIA 
RHODE  ISLAND 


•080 
2.518 
2330 
5739 


VERMONT 

VIRGINIA   

WASHINGTON 
WEST  VIRGINIA 
WlSCONSrN 


WYOM»*3 

PUERTO  RCO 
VIRGIN  ISLANDS 
UNDISTRIBUTED  3/ 

Tool 


2710 
148.208 


I  baM  upon  amount.  available  tar  obkotion  (htw  C  EafuM  V)  and 
t  braMd  on  oumjnfly  labor  markat  wiformooon 

*  tar  DVOPAVER  atari  not  dratnbuteo  B  thrt  Stataa 
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NEW  POSITIONS  REQUESTED 
($  In  Thousands) 


FY  1997 

Annual 
Grade  Number   Salary 


Activity  2:   Administration 


Field  Office 

Veterans  Program  Specialist. 

Veterans  Program  Specialist. 

Veterans  Program  Specialist. 

Total,  New  Positions 


GS-12 

2 

$  89 

GS-11 

2 

74 

GS-09 

2 

61 

$224 
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ASSISTANT  SECRETARY  FOR  VETERANS'  EMPLOYMENT  AND  TRAINING 
DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

($  In  Thousand*) 


Executive  lav*  IV 

Subtotal 

Exec  Laval  Salary 

ES-6 

ES-S 

ES-4 

ES-3 

ES-2. 

ES-1 

Subtotal 

ES  Salary 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-8 

GS-8 

GS-7 

GS-6 

GS-S 

GS-4 

GS-3 

GS-2 

GS-1 

Subtotal 

Total  -  GM/GS  Salary 

Total  end  of  year 

Total,  Full-time  equivalent  (FTE) .. 


FY  1986 

FY1996 

FY1907 

Actual 

Estimate 

Estimate 

1 

1 
$106 

1 

1 

SIM 

1 

1 

$106 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

1 

0 
1 

1 
$98 

1 

5101 

1 
$101 

4 

3 

3 

12 

13 

13 

64 

63 

63 

96 

95 

95 

256 

253 


250 
^0 


250 
250 
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DEPARTMENTAL  MANAGEMENT 
WORKING  CAPITAL  FUND 


Agency  organization  chart 

Appropriation  language  and  explanation  of  language  change... 

Amounts  available  for  obligation 

Summary  of  changes 

Budget  authority  by  activity 

Budget  authority  by  object  class 

Significant  items  in  FY  1996  House  and  Senate  Appropriation 
Committee  reports 

Justification: 

Appropriation 

General  statement 

Activities : 

Financial  and  administrative  services 

Field  services 

Facility  management 

Human  resources  services 

Penalty  mail  and  telecommunications 

Investment  in  reinvention  fund 

Detail  of  full-time  equivalent  employment 


Paoe  No . 

1 
2 
3 

4 
6 

7 


9 
10 


14 
20 
24 
27 
31 
33 
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DEPARTMENTAL  MANAGEMENT 
WORKING  CAPITAL  FUND 

The  language  under  this  heading  in  Public  Law  85-67,    as  amended,    is 
further  amended  by  adding  the  following  before  the  last  period:      "Provided 
further,    That  within  the  Working  Capital  Fund,    there  is  established  an 
Investment  in  Reinvention  Fund   (IRF) ,    which  shall  be  available  to  invest  in 
projects  of  the  Department  designed  to  produce  measurable  improvements  in 
agency  efficiency  and  significant   taxpayer  savings.      To  provide  the  initial 
capital,    there  is  appropriated  to  the  IRF  $3,900,000  in  fiscal  year  1997,    to 
remain  available  until  expended,    to  make  loans  to  agencies  of  the  Department 
for  projects  designed  to  enhance  productivity  and  generate  cost  savings.      Such 
loans  will  be  repaid  to  the  IRF  no  later  than  September  30  of  the  fiscal  year 
following  the  fiscal  year  in  which  the  project  is  completed.      Such  repayments 
shall  be  deposited  in  the  IRF,    to  be  available  without  further  appropriation 
action. " 

Explanation  of  Language  Change 

A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at 
the  time  this  budget  was  prepared.   The  1996  amounts  included  in  this  budget 
are  based  on  the  levels  provided  in  three  continuing  resolutions:   P.L.  104- 
91,  P.L.  104-92,  and  P.L.  104-99. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  IN  THOUSANDS) 


WCF-3 


FY  1995 

Comparable 

FTE       Amount 


Estimate 715        $81,233 

An  increase  from  WCF 

unobligated  balances  for  the 

continued  development  of  the 

new  DOL  Accounting  System 

and  replacement  of  depreciated 

capitalized  equipment -  3,618 

A.  Subtotal,  obligations 715  84,851 

Real  Transfer  from: 

GSA M  7,562 

Subtotal,  obligations 

(adjusted) 738  92,413 

Offsetting  collections  from: 

Reimbursements -  +685 

B.  Gross  obligations 738  93,098 

Offsetting  collections  deduction: 

Reimbursements -23  -8,247 

C.  Estimated  obligations 715        $84,851 


FY  1996 
Revised 


FTE       Amount 


701         $83,866 


3,260 


701  87,126 


701  87,126 


+440 


701  87,566 


-440 


FY  1997 


FTE       Amount 


675        $89,020 


675  89,020 


675  89,020 


+440 


675  89,460 


-440 


701  S87.126 


675         $89,020 
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SUMMA 

($  In  Thousands) 


FY  1996 
Revised 


FY  1997 
89.020 


Full-Time  Equivalent: 
Total 


Explanation  of  Change: 

increases: 

A        Built-in: 

Annualization  of  pay  increase  effective  in 

January  1996 

Federal  pay  raise  effective  January  1997 

Travel  and  transportation  of  persons 

Transportation  of  things 

GSA  space  rental 

Communications,  utilities  and  miscellaneous  charges.. 

Printing  and  reproduction 

Advisory  and  assistance  Services 

Other  services 

Purchases  of  goods  and  services  from 

Government  accounts 

Operation  &  maintenance  of  facilities 

Research  and  development 

Operation  &  maintenance  of  equipment 

Supplies  and  materials 

Equipment  purchases 

Subtotal 


Net  Change 
+  1,894 


Total 
Amount 


♦222 

♦798 

♦22 

♦  2 

♦196 

♦1,099 

♦9 


♦79 

♦  34 

0 
♦92 

♦  39 

*2 

►  2,680 
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B.       Program: 

To  provide  an  "Investment  in  Reinvention  Fund"  to 

finance  agency  reinvention  proposals  and  other 

investment  projects  to  achieve  savings  and 

streamline  work  processes 

(1996  Base:   FTE  0 

Budget  Authority  $0) -  ♦3,900 

Subtotal -  ♦3,900 

Total  Increases -  +6,580 

Decreases: 
A.       Built-in: 

Federal  Employees'  Compensation  Act  (FECA) -  -21 


To  provide  for  a  reduction  related  to  the 
development  of  the  new  DOL  accounting  system, 
forms  automation  initiatives,  AOP  upgrades  and 
replacement  of  depreciated  equipment 


B.       Program: 

To  reduce  FTE  as  required 

by  P.L.  103-226 

(1996  Base:  FTE  701 

Budget  Authority  $86,965,000) -26  -932 

To  reduce  administrative  expenses  as  required 

by  E.O.  12837 

(1996  Base:  FTE  701 

Budget  Authority  $86,965.000) -         -473 

Subtotal _;26    _  -1,405 

Total  Decreases -26  -4,686 

Total  Change -26  *$1,894 
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BUDGET  AUTHORITY  BY  OBJECT  CLASS 
($  in  Thousands) 


1995 
Comparable 


FY  1996 
Revised 


FY  1997 
Estimate 


Total  number  of  full-time  permanent 
positions 

Full-time  equivalent: 

Full-time  in  permanent  positions 

Other  positions 

Total , 

Average  ES  salary 

Average  GM/GS  grade 

Average  GM/GS  salary 

Average  salary  of  ungraded 
positions 

Personnel  compensation: 

Permanent  positions 

Positions  other  than  permanent. 

Other  personnel  compensation 

Subtotal,  personnel  compensation 

Personnel  benefits 

Benefits  for  former  personnel , 

Travel  and  transportation  of  persons... 

Transportation  of  things 

Rental  payments  to  GSA 

Rental  payments  to  others 

Communications,  utilities,  and 

miscellaneous  charges 

Printing  and  reproduction 

Advisory  &  assistance  services 

Other  services 

Purchases  of  goods  and  services 

from  Government  accounts  a/ 

Operations  &  maint  of  facilities 

Research  and  development  contracts.. 
ADP  services  and  repair  and 

maintenance  of  equipment 

Supplies  and  materials 

Equipment 

Grants 

Total,  obligations  by  object  class 


$31,838 


$32,793 


$33,777 


Change 


716 
22 

738 

701 

0 

701 

675 

0 

675 

-26 

0 

-26 

$107,500 

8.80 

$40,996 

$110,500 

9.60 

$42,473 

$114,000 

9.60 

$44,202 

+$3,500 

0 

-$1,729 

••$984 


$28,370 

$29,405 

$29,455 

+$50 

755 

0 

0 

0 

752 

214 

221 

♦7 

29,877 

29,619 

29.676 

♦57 

5,442 

5,628 

5.638 

+10 

888 

0 

0 

0 

1,227 

869 

819 

-50 

32 

48 

48 

0 

7,840 

7,221 

7.226 

+5 

0 

0 

0 

0 

25,415 

25.427 

26,504 

♦1,077 

507 

327 

327 

0 

0 

0 

0 

0 

5,798 

5.218 

3,182 

-2,036 

2,782 

2,950 

2,951 

♦1 

3,882 

3.838 

2.872 

+34 

0 

0 

0 

0 

4,017 

3,380 

3,392 

+12 

1.605 

1,451 

1,415 

-36 

3,101 

1,150 

3,970 

+2,820 

0 

0 

0 

0 

92,413 


87.126 


89,020 


a/    Includes  the  following  amounts 
for  services  of  other  Agencies: 


Department  of  Health  and 
Human  Services 

National  Aeronautics  and 
Space  Administration 

GSA(PERMIS) 

U.S.A.F.  (PERMIS) 

GSA  Field  Supplies  Services.. 


(1.282) 


(1.351) 


(1,449) 


(99) 

0 

0 

(579) 

(500) 

(500) 

(125) 

(125) 

(125) 

(649) 

(851) 

(861) 
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SIGNIFICANT  ITEMS  IN  FY  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES' 


FY  1996  House  Report  (No.  104-209) 


Investment  in  Reinvention  Zund 


Action  Taken  or  to  Be  Taken 


"The  bill  includes  appropriations  language 
expanding  the  Working  Capital  Fund  author- 
izing language  to  establish  an  Investment 
in  Reinvention  Fund  in  the  Working  Capital 
Fund,  and  to  allow  the  Department  to  utilize 
up  to  $3,900,000  in  unobligated  balances  in 
Departmental  salaries  and  expenses  accounts 
to  capitalize  this  fund." 


The  Department  has  begun  to  explore  pro- 
cedures for  the  Investment  in  Reinvention 
Fund  to  be  implemented  once  a  full -year 
appropriation  is  passed. 


Inve3Cment_in._ReinY_ention  Fund 


"The  Committee  concurs  with  the  House  in 
recommending  appropriations  language 
expanding  the  working  capital  fund  author- 
izing language  to  establish  an  investment 
in  reinvention  fund  in  the  working  capital 
fund,  and  to  allow  the  Department  to  utilize 
up  to  $3,900,000  in  unobligated  balances  in 
departmental  salaries  and  expenses  accounts 
to  capitalize  this  fund." 


The  Department  has  begun  to  explore  pro- 
cedures for  the  Investment  in  Reinvention 
Fund  to  be  implemented  once  a  full -year 
appropriation  is  passed. 


24-955  96-42 
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DEPARTMENTAL  MANAGEMENT 
WORKING  CAPITAL  FUND 

JUSTIFICATION 

General  Statement 

The  Department  of  Labor  (DOL)  Working  Capital  Fund  (WCF)  was  established 
by  Public  Law  85-67  and  amended  by  Public  Laws  86-703  and  91-204  to  provide 
authority,  without  fiscal  year  limitation,  for  expenses  necessary  to  provide 
certain  services  and  activities  on  a  centralized  basis.   The  WCF  is  a 
revolving  (no-year)  fund  which  operates  by  receiving  advanced  reimbursement 
from  funds  available  to  DOL  agencies.   The  Fund  is  authorized  specifically  by 
law  to  finance  a  cycle  of  operations  in  which  expenditures  generate  receipts 
which  are  available  for  continuing  use  without  annual  reauthorization  by  the 
Congress.   These  centralized  services  are  performed  at  rates  which  will 
return,  in  full,  all  expenses  of  operations,  including  reserves  for  accrued 
annual  leave  and  depreciation  of  property  and  equipment.   In  addition,  the  WCF 
authorization  was  amended  by  Public  Law  102-394  in  1992  to  provide  authority 
to  retain  reimbursements  for  services  rendered  to  any  entity  or  person  for  use 
of  Departmental  facilities,  including  associated  utilities  and  security 
services . 

The  Departmental  agencies  include  in  their  budget  requests  an  amount 
required  to  finance  the  Fund,  and  to  cover  the  services  to  be  obtained  from 
organizations  financed  through  the  Fund.   This  amount  is  subsequently  advanced 
to  the  Fund  after  enactment  of  the  Department's  appropriation.   Fund  advances 
normally  are  obtained  from  DOL  agencies  at  the  beginning  of  each  quarter.   The 
cost  allocation  module  established  under  the  Department  of  Labor  Accounting 
and  Related  Systems  (DOLARS)  WCF  subsystem  forms  the  basis  for  billing  DOL 
agencies . 

The  Working  Capital  Fund  provides  an  extensive  range  of  centralized 
support  services  to  all  agencies  of  the  Department  of  Labor,  both  at  the 
national  and  regional  levels.   In  addition,  through  certain  WCF  services,  the 
Office  of  the  Assistant  Secretary  for  Administration  and  Management  (OASAM) 
provides  leadership,  planning,  direction  and  coordination  for  administrative 
and  managerial  services  in  support  of  the  Department's  priorities  and  the 
Administration's  economic  policies. 

Beginning  in  FY  1996,  the  Working  Capital  Fund  was  reorganized  to  consist 
of  the  following  six  activities:   (1)  Financial  and  Administrative  Services; 
(2)  Field  Services;  (3)  Facilities  Management;  (4)  Human  Resource  Services; 
(5)  Penalty  Mail  and  Telecommunications;  and  (6)  Investment  in  Reinvention 
Fund.   The  first  and  fourth  activities  listed  above  have  been  retitled  in  the 
FY  1997  submission  to  more  adequately  reflect  the  types  of  services  funded  in 
each. 

The  OASAM  reorganization  plan  reflects  the  following  objectives:   (1) 
OASAM  resources  were  realigned  to  meet  customer  needs  at  local  levels;  (2) 
like  functions  and  activities  were  grouped  together;  (3)  the  new  organization 
must  be  flexible  in  meeting  customer  needs,  should  promote  achievement  and 
build  on  results;  and  (4)  operational  costs  were  reduced.   This  reorganization 
plan  affected  both  the  regional  and  national  office  structure,  as  outlined 
below. 

Within  the  regional  structure,  while  maintaining  ten  (10)  field  office 
locations,  the  ten  (10)  regional  offices  which  existed  previously  have  been 
compressed  into  the  following  six  (6)  regions:   New  York/Boston;  Philadelphia; 
Atlanta;  Chicago/Kansas  City;  Denver/Dallas;  and  San  Francisco/Seattle. 
Management  oversight  in  the  Regional  Offices  has  been  compressed  in 
conjunction  with  this  consolidation  --  four  Regional  Administrator  positions 
have -been  abolished;  four  Regional  Financial  Officer  positions  have  been 
abolished;  four  Regional  Personnel  Officer  positions  have  been  abolished;  and 
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WCF-ll 

four  Regional  Administrative  Services  Officer  positions  have  been  abolished. 
The  elimination  of  43  FTE  in  the  Field  Services  activity  from  FY  1995  through 
FY  1997  (including  13  FTE  to  be  eliminated  in  FY  1997  in  this  activity) 
reflects  in  large  part  the  elimination  of  the  16  supervisory/managerial 
positions  outlined  above.   Other  consolidations  are  taking  place  which  will 
result  in  the  elimination  of  nine  additional  FTE  and  will  ensure  that  an 
essential  range  of  administrative  services  are  provided  to  DOL  employees  at 
the  local  level.   This  organizational  structure  is  designed  to  provide 
flexibility  to  OASAM  in  meeting  customer  service  needs,  and  should  enable 
OASAH  to  focus  on  reengineering  efforts,  including  the  application  of  new  ADF 
technology  to  enhance  service  delivery  while  reducing  the  number  of  staff 
devoted  to  administrative  support  functions. 

Within  the  OASAM  national  office,  eight  service  centers  have  been  created. 

--  The  first  three  involve  components  which  only  receive  funding  through 
the  Departmental  Management  Salaries  and  Expenses  appropriation,  and  are  not  a 
part  of  the  Working  Capital  Fund  request  (but  are  included  here  for  discussion 
purposes)  --  (1)  Civil  Rights  Center,  which  manages  and  oversees  all  DOL  civil 
rights  programs,  including  EEO  counseling.  Title  VI  and  VII  complaints 
investigations,  program  reviews  and  implementation  of  alternate  dispute 
resolution  of  complaints;  (2)  the  Program  Management  and  Information  Center, 
which  is  a  new,  small  organizational  component  that  consolidates  several 
earlier  separate  efforts  to  manage  internal  and  external  administrative 
communications,  event  and  rewards/recognition  planning,  promote  customer 
service  initiatives  and  OASAM  program  coordination;  and  (3)  a  Reinvention 
Center,  a  newly  created  group  which  provides  overall  direction,  coordination 
and  support  to  OASAM  reinvention  efforts. 

--  The  fourth  center,  the  newly  created  Human  Resources  Center,  provides 
one -stop  service  in  the  human  resource  arena,  including  personnel  management, 
labor -management  partnership,  work  and  family  programs,  affirmative 
recruitment,  and  career  management,  assessment  and  planning.   This  center  is 
funded  along  the  traditional  lines  of  the  former  organization  -  labor 
relations  oversight  and  front-office  policy  funded  through  the  Departmental 
Management  Salaries  and  Expenses  appropriation,  and  the  consolidated 
operational  support  activities  funded  through  the  Working  Capital  Fund.   The 
components  of  this  center  funded  through  the  Working  Capital  Fund  are 
consolidated  in  the  budget  activity  formerly  designated  as  the  "National 
Capital  Service  Center"  activity  (where  the  bulk  of  operating  personnel 
services  were  previously  financed) . 

--  The  fifth  center,  the  Information  and  Technology  Center,  provides 
one -stop  service  in  the  areas  of  information  and  records  management, 
development  of  information  systems,  computer  technology  and  acquisition,  and 
LAN  operations.   This  center,  which  essentially  replaces  the  Directorate  of 
Information  Resources  Management,  is  funded  along  the  traditional  lines  of  the 
former  organization,  with  all  staff  costs  funded  through  the  DM  S&E 
appropriation  and  centralized  support  systems  funded  through  the  Working 
Capital  Fund. 

--  The  last  three  centers  are  funded  primarily  through  the  Working 
Capital  Fund,  and  continue  the  traditional  funding  split  seen  under  the 
previous  OASAM  organization  --  (6)  the  Executive  Services  Center,  which 
provides  direct  administrative  support  to  DOL  executive  staff  members;  (7)  the 
Business  Operations  Center,  which  provides  support  in  the  areas  of 
administrative  services,  budget  and  financial  services,  procurement  services, 
and  cost  determination  (and  replaces  the  Directorate  of  Administrative  and 
Procurement  Programs  and  consolidates  the  financial  and  procurement  components 
of  the  former  National  Capital  Service  Center) ;  and  (8)  the  Safety  and  Health 
Center,  which  provides  leadership,  support  and  guidance  to  all  DOL  safety  and 
health  programs  (which  replaces  the  Office  of  Safety  and  Health) .   Funding  for 
these  three  centers  is  consolidated  with  funding  for  the  Office  of  the  Chief 
Financial  Officer,  the  Departmental  Policy  Center,  and  the  Executive 
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Secretariat  to  combine  funding  for  financial  and  administrative  services  in 
the  Working  Capital  Fund  into  one  budget  activity  (replacing  the 
"Administrative  Management  Services"  activity  in  previous  submissions) . 

What  follows  is  a  description  of  the  services  provided  by  each  of  the  six 
major  Working  Capital  Fund  activities. 

(1)  Financial  and  Administrative  Services   --   This  activity  provides  a 
program  of  centralized  services  to  the  Department  at  both  the  national  and 
regional  levels.   Services  provided  through  components  of  this  activity  are 
concentrated  in  the  following  areas:   (a)  financial  management  on  a 
Department -wide  basis,  including  management  of  all  financial/accounting  system 
and  subsystem  functions  with  Departmental  fund,  cost,  capitalized  assets, 
grant  accounting,  payments  and  payroll  operations;  (b)  financial  services 
primarily  for  DOL  national  office  staff,  including  the  following:   payroll; 
accounting  support;  government -contract  credit  card  and  charge  card  processing 
and  oversight;  voucher  auditing  and  administrative  payments  services;  and 
budget  formulation,  justification  and  execution;  (c)  cost  determination 
activities;  (d)  maintenance  of  Departmental  host  computer  systems,  including 
PERMIS  (the  Department's  personnel  management  system);  (e)  general 
administrative  support,  including  the  following:   space  and 

telecommunications,  property  and  supplies,  printing  and  reproduction,  energy 
management,  emergency  preparedness,  and  audio-visual  services;  (f)  safety  and 
health,  including  directing  the  Department's  internal  safety  and  health 
program,  overseeing  the  Department's  employee  fitness  programs  and  providing 
support  for  the  Department's  Drug  Free  Workplace  Program;  and  (g) 
correspondence  control  and  other  administrative  services  that  the  Secretary  of 
Labor  deems  appropriate  and  advantageous . 

(2)  Field  Services   --   This  activity  provides  a  full  range  of 
administrative,  technical  and  managerial  support  services  to  all  agencies  of 
the  Department  in  their  regional  and  field  offices.   Specifically,  services 
concentrate  on  the  following  five  areas:   (a)  financial  management,  including 
payroll,  cost  determination,  travel,  accounting  and  voucher  payment  services; 

(b)  human  resource  services,  including  classification,  recruitment,  health 
benefits,  training  and  position  management  services;  (c)  general 
administrative  support  services,  including  procurement,  property  and  space 
management,  communications  and  mail  service;  (d)  ADP  management  services, 
including  programming  support  and  data  processing  services;  and  (e)  safety  and 
health  services,  including  safety  inspections  of  regional  Job  Corps  Centers 
and  support  for  Regional  employee  wellness  and  fitness  programs. 

(3)  Facilities  Management   --   This  activity  provides  funding  for  the 
maintenance  and  operation  of  the  Frances  Perkins  Building  pursuant  to  a  change 
in  the  GSA  method  of  funding  these  operations.   Funds  in  this  activity  are 
used  for  the  following  two  purposes  --  (a)  "one-year"  funding  is  made 
available  for  'real  property'  operations,  including  security,  routine  and 
preventive  maintenance  support,  utilities  (steam  and  electricity) ,  cyclical 
painting  and  other  building  services;  and  (b)  "no-year"  funding  for  'recurring 
repairs'  involving  long-term  improvements  and  maintenance  of  the  building. 

(4)  Human  Resources  Services   --   This  activity  provides  the  following 
services:   (a)  guidance  to  DOL  agencies  in  Senior  Executive  Service  resource 
management  and  in  the  management  of  Schedule  "C"  and  expert  and  consultant 
services;  (b)  development  and  administration  of  Departmental  programs  for 
personnel  security  and  providing  support  for  the  financial  disclosure  program; 

(c)  direct  staffing,  classification,  position  management  and  performance 
management  services;  and  (d)  benefits  counseling  and  services  to  DOL 
headquarters  employees,  including  designing  and  conducting  benefits  'open 
seasons',  managing  and  monitoring  Departmental  flexitime  and  flexiplace 
programs,  and  serving  as  a  clearinghouse  for  programs  in  support  of  childcare 
and  eldercare . 
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(5)  Penalty  Mail  and  Telecommunications  Activity   --   This  activity 
funds  Departmental  mail  payments  to  the  U.S.  Postal  Service  and 
telecommunications  payments  to  the  General  Services  Administration  (GSA)  and 
operates  under  the  overall  management  of  the  Office  of  the  Assistant  Secretary 
for  Administration  and  Management. 

(6)  Investment  in  Reinvention  Fund   --   This  fund,  to  be  established 
with  a  one-time  appropriation  of  $3,900,000  in  FY  1997  to  capitalize  the  fund, 
will  provide  a  self-sustaining  source  of  financing  for  DOL  agencies  to  invest 
in  projects  designed  to  produce  measurable  improvements  in  agency  efficiency 
and  to  achieve  proper  taxpayer  savings.   Once  the  fund  is  capitalized,  use  of 
the  fund  will  be  controlled  through  the  apportionment  process.   For  each 
project,  amounts  borrowed  from  this  fund  by  a  DOL  agency  will  be  repaid  to  the 
fund  no  later  than  September  30  of  the  fiscal  year  following  the  fiscal  year 
in  which  the  project  is  completed.   As  repayments  are  made  to  the  fund,  new 
loans  will  be  made  for  new  projects,  achieving  new  savings  and  continually 
replenishing  the  fund. 

The  Working  Capital  Fund  is  reimbursed  by  DOL  agencies  for  services 
performed  at  rates  which  return  in  full  all  expenses  of  operations,  including 
reserves  for  accrued  annual  leave  and  depreciation  of  equipment.   In  addition, 
the  fund  receives  advances  and/or  reimbursements  from  Federal,  State  and  local 
government  entities  for  services  rendered  to  those  organizations  which  return 
in  full  all  expenses.   Finally,  the  Working  Capital  Fund  retains  reserves 
collected  for  depreciation  and  invests  these  reserves,  referred  to  as 
"unobligated  balances,"  in  the  development  and  acquisition  of  capitalized 
assets . 

The  budget  request  for  FY  1997  totals  $89,020,000  and  675  FTE,  excluding 
an  estimate  of  $44  0,000  in  reimbursements  from  other  Federal,  State  and  local 
governments  for  services  provided  to  these  organizations  and  from  reimbursable 
use  of  Departmental  facilities.   Included  in  the  request  of  $89,020,000  is 
$3,900,000  for  the  Investment  in  Reinvention  Fund. 

The  budget  request  for  FY  1997  is  $1,894,000  and  2.2%  above  the  total 
provided  in  FY  1996.   The  net  change  of  $1,894,000  includes  net  built-in 
increases  in  the  combined  total  of  $2,659,000  and  two  program  decreases  in  the 
combined  total  of  $1,405,000  --  (1)  a  program  decrease  of  26  FTE  and  $932,000 
to  comply  with  the  reduction  in  FTE  as  required  by  P.L.  103-226;  and  (2)  a 
program  decrease  of  $473,000  to  reduce  administrative  expenses  as  required  by 
Executive  Order  12837.   The  FY  1996  level,  $87,126,000,  includes  $3,260,000 
for  spending  from  the  unobligated  balances  whereas  the  FY  1997  level, 
$89,020,000,  does  not  include  an  amount  for  unobligated  balances.   As  outlined 
in  the  schedules  included  in  this  submission,  the  built-in  changes  include  the 
annualization  of  costs  for  the  pay  raises  which  became  effective  in  January 
1996;  the  projected  actual  cost  of  a  3.0%  pay  raise  scheduled  to  become 
effective  in  January  1997;  and  inflationary  increases  in  the  areas  of  travel, 
transportation  of  things,  GSA  space  rent,  telephone  and  equipment  rental, 
printing,  other  services,  supplies,  and  equipment. 
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WORKING  CAPITAL  FOND 

FINANCIAL  AND  ADMINISTRATIVE  SERVICES 

($  In  Thousands) 


FY  1996  FY  1997                        Difference 

Revised Estimate  FY96/FY97 

FI£      Amount  FTE      Amount  FTE      Amount 

252     $24,475  243     $24,575  -9       +$100 

Introduction 

This  activity  directs  a  cost  efficient  program  for  providing  centralized 
administrative  services  to  all  agencies  of  the  Department  of  Labor  (DOL) ,  and 
provides  policy  and  guidance  in  administering  services  in  the  following  areas: 
(1)  accounting  and  payroll;  (2)  centralized  financial  systems  operations  and 
development;  (3)  space  and  telecommunications  management;  (4)  supply  and 
property  management;  (5)  employee  safety  and  health;  (6)  facilities 
management;  (7)  education  and  career  development;  (8)  mail  management;  (9) 
personnel  systems  operation  and  development;  (10)  ADP  maintenance;  and  (11) 
employee  labor  relations. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

Funding FH 

FY  1992 $29,653,000  225  FTE 

FY  1993   1/ $29,493,000  229  FTE 

FY  1994 $31,676,000  219  FTE 

FY  1995   2/ $31,879,000  234  FTE 

FY  1996   3/ $27,735,000  252  FTE 

1/   FY  1993  is  comparable  to  FY  1994  and  the  FY  1995  request,  including  the 
comparative  transfer  from  the  Departmental  Management  Salaries  and 
Expenses  appropriation.  Office  of  the  Chief  Financial  Officer,  for 
operation  of  the  Departmental  Accounting  System. 

2/   Includes  $3,618,000  for  unobligated  balances. 

3/   Reflects  transfer  of  18  FTE  within  the  Office  of  the  Assistant  Secretary 
for  Administration  and  Management  related  to  the  reorganization  and 
includes  $3,260,000  for  unobligated  balances. 

1997  Budget  Request 

This  budget  request  provides  $24,575,000  and  243  FTE  for  this  activity. 
This  total  represents  an  increase  of  $100,000  and  a  decrease  of  9  FTE  from  the 
amount  provided  in  FY  1996.   The  budget  request  of  $24,575,000  includes  built- 
in  increases  of  $728,000,  of  which  $431,000  is  in  the  areas  of  personnel 
compensation  and  benefits,  while  $297,000  is  in  non-personnel  services. 
Program  decreases  total  $628,000  --  (1)  $226,000  to  reduce  administrative 
expenses  pursuant  to  Executive  Order  12837;  and  (2)  $402,000  related  to  the 
elimination  of  nine  (9)  FTE  to  comply  with  requirements  of  P.L.  103-226. 

The  Financial  and  Administrative  Services  activity  provides  a  program  of 
centralized  services  to  the  Department  at  both  the  national  and  regional 
levels.   Services  provided  through  components  of  this  activity  are 
concentrated  in  the  following  areas:   (a)  financial  management  on  a 
Department -wide  basis,  including  management  of  financial/accounting  system  and 
sub-system  functions  with  Departmental  fund,  cost,  capitalized  assets,  grant 
accounting,  payments  and  payroll  operations;  (b)  financial  services  primarily 
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for  DOL  national  office  staff,  including  the  following:  payroll;  accounting 
support;  government -contract  credit  card  and  charge  card  processing  and 
oversight;  voucher  auditing  and  administrative  payments  services;  and  budget 
formulation,  justification  and  execution;  (c)  cost  determination  activities; 
(d)  maintenance  of  Departmental  host  computer  systems,  including  PERMIS  (the 
Department's  personnel  management  system);  (e)  general  administrative  support, 
including  the  following:   space  and  telecommunications,  property  and  supplies, 
printing  and  reproduction,  energy  management,  emergency  preparedness  and 
audio-visual  services;  (f)  safety  and  health,  including  directing  the 
Department's  internal  safety  and  health  program,  overseeing  the  Department's 
employee  fitness  programs  and  providing  support  for  the  Department's  Drug  Free 
Workplace  Program;  and  (g)  correspondence  control  and  other  administrative  and 
management  services  that  the  Secretary  of  Labor  deems  appropriate  and 
advantageous . 

The  overall  goal  of  the  components  of  this  activity  is  to  provide  a 
complete  range  of  financial  and  administrative  support  services  in  support  of 
DOL  programs.   Policy  will  be  developed  in  these  areas  for  program  managers  in 
the  Department  and  leadership  will  be  provided  to  the  OASAM  Regional  staff  in 
the  development  and  control  of  programs  which  deliver  a  wide  range  of 
administrative  support  services. 

In  the  area  of  financial  management,  efforts  will  continue  to  improve  the 
delivery  of  centralized  accounting  and  payroll  services  to  the  Department. 
These  efforts  are  designed  to  assure  the  following:   (1)  useful,  reliable  and 
timely  financial  and  related  programmatic  information  for  internal  use;  and 
(2)  compliance  with  Treasury,  GAO,  GSA,  OMB,  0PM,  IRS,  Federal  Accounting 
Standards  Board  (FASB) ,  Joint  Financial  Management  Improvement  Program  ( JFMIP) 
and  other  central  agency  standards  and  requirements.   Efforts  will  continue  in 
the  development  of  a  capitalized  assets  management  system  linked  directly  to 
the  Department's  centralized  accounting  system,  and  efforts  will  continue  to 
be  made  to  monitor  Departmental  progress  in  ensuring  that  95%  of  all 
commercial  invoices  are  paid  in  compliance  with  the  requirements  of  the  Prompt 
Payment  Act. 

In  the  cost  determination  area,  staff  establish  and  implement  policy  for 
the  Department  in  the  determination  of  costs  of  grants  and  contracts  and 
negotiate  and  approve  cost  allocation  plans  for  indirect  costs  with  State  and 
local  governments,  institutions  of  higher  education  and  other  organizations 
with  which  the  U.S.  Department  of  Labor  does  business. 

In  the  area  of  general  administrative  services,  support  will  be  provided 
in  the  areas  of  building  maintenance,  conference  and  training  room  facilities, 
visitor's  parking,  duplicating  and  reproduction  services,  office  equipment  and 
telephone  repairs,  moving  support,  commercial  credit  cards,  telephone  toll 
charge  cards,  forms  and  publications,  identification  cards,  court  reporting 
services  and  various  other  services.   All  phases  of  the  Department's  printing 
program  are  managed  in  this  activity,  including  procurement,  in-house 
production,  distribution  and  mailing  services.   Included  in  this  area  is  the 
necessary  coordination  with  the  Government  Printing  Office  for  a  wide  variety 
of  printed  materials  for  all  programs  of  the  Department,  including  annual 
reports,  periodicals,  color  posters,  brochures,  internal -use  forms,  computer- 
customized  statements  (e.g.,  W-2s) ,  administrative  handbooks,  and  training 
materials.   The  distribution  of  all  bulk  printed  material  is  coordinated  in 
this  activity.   Staff  in  this  activity,  coordinating  with  the  Government 
Printing  Office,  work  with  commercial  printers  and  graphics  firms  as 
necessary,  and  coordinate  with  the  staff  of  the  Joint  Committee  on  Printing. 
Finally,  staff  in  this  activity  provide  the  Department  with  the  acquisition 
and  distribution  of  centrally  procured  Federal  government  reports,  bulletins, 
regulations  and  guidelines  (e.g.,  the  Code  of  Federal  Regulations  and  the 
Federal  Register) .   An  in-house  printing  facility  is  funded  through  this 
activity  to  provide  printing,  reproduction,  duplicating  and  bindery  services 
for  high  priority  print  jobs  required  by  DOL  agencies,  and  plate-making  and 
offset  printing  services  are  provided.   Staff  in  this  activity  provide  storage 
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and  the  direct  distribution  of  a  wide  variety  of  forms  and  publications  for 
all  agencies  of  the  Department,  including  direct  distribution  to  more  than  600 
DOL  field  offices.   A  computerized  inventory  of  forms  and  publications  is 
maintained,  and  restocking  accomplished  as  necessary.   Staff  in  this  activity 
receive  and  screen  excess  property  from  DOL  locations  throughout  the 
Washington  metropolitan  area,  and  issue  Government  Bills  of  Lading  for 
shipment  of  freight  and  printed  matter  throughout  the  United  States.   Staff  in 
this  area  operate  and  direct  a  program  designed  to  ensure  the  proper 
utilization  of  Department -owned  property,  recycle  excess  supplies  and 
equipment,  and  conduct  a  program  to  repair  and  reissue  furniture.   Staff  in 
this  activity  provide  centralized  mail  and  employee  locator  services  to 
Departmental  organizations,  and  operate  a  telecommunications  center  in  the 
Frances  Perkins  Building.   Staff  also  operate  a  zonal  parking  program  in  the 
Frances  Perkins  Building,  in  conformance  with  regulations  issued  by  the 
General  Services  Administration,  and  they  control  the  assignment  and 
utilization  of  public  space  in  the  Frances  Perkins  Building.   Staff  in  this 
activity  formulate  and  coordinate  the  Department's  real  estate  strategy 
nationwide,  and  coordinate  DOL  space  requirements  and  plans.   They  develop  and 
monitor  the  Department's  use  of  the  FTS2000  system,  and  administer  contracts 
for  building  renovations. 

In  the  area  of  safety  and  health,  staff  funded  in  this  activity  inspect 
DOL  worksites;  assess  the  quality  of  indoor  air;  review  accidents,  illnesses 
and  injuries;  assess  accident  risks;  and  ensure  the  abatement  of  identified 
hazards.   Staff  in  this  activity  also  monitor  employee  use  of  "continuation  of 
pay",  and  provide  support  for  returning  employees  to  work;  monitor  the 
operation  of  the  agency  accident  review  boards;  and  coordinate  the  DOL  drug- 
free  workplace  program,  including  testing  of  employees  and  follow-up  actions. 
Staff  in  this  activity  provide  employee  health  care  services,  and  coordinate 
the  Employee  Assistance  Program  to  counsel  employees  having  personal  and 
emotional  problems. 

In  the  procurement  area,  staff  in  this  activity  provide  a  full  range  of 
procurement  services  for  all  DOL  agencies,  including  the  development, 
negotiation,  execution  and  administration  of  contracts  and  grants.   Included 
in  this  activity  is  the  resolution  of  contract  disputes,  claims  and 
terminations,  contract  close-out  activity,  drafting  and  issuing  solicitations 
for  grant  awards,  analyzing  technical  evaluations  of  grant  applications  and 
making  appropriate  awards,  preparing  and  executing  contract  modifications,  and 
processing  all  Freedom  of  Information  Act  requests  involving  procurement 
activity.   Finally,  staff  in  this  activity  provide  centralized  small  purchase 
support  for  the  acquisition  of  equipment  and  services  for  many  components  of 
the  DOL  national  office. 

In  the  area  of  providing  operational  financial  management  services,  the 
following  support  is  provided:   internal  audit  and  accounting  programs,  the 
preparation  of  financial  statements  for  the  components  of  the  Departmental 
Management  account  and  the  Pension  and  Welfare  Benefits  Administration, 
providing  complete  financial,  invoice  payment  and  payroll  services  for  many 
components  of  the  DOL  national  office;  providing  travel  management  services 
for  all  components  of  the  DOL  national  office;  validating  and  processing 
interagency  payment  transactions.  State  payments  for  grants  for  the  Office  of 
the  Assistant  Secretary  for  Veterans'  Employment  and  Training,  processing 
collections  from  other  Federal  agencies  and  receiving  trust  funds  for  the 
Office  of  Financial  Management;  coordinating  the  financial  aspects  of  the  DOL 
credit  card  program  for  many  components  of  the  Department;  and  managing  and 
operating  a  program  of  budget  formulation,  justification  and  execution  for  the 
Departmental  Management  account. 

Of  the  total  of  $24,575,000  requested  for  this  activity  in  FY  1997, 
$13,554,000  (55%)  is  requested  for  the  costs  of  personnel  compensation  and 
benefits.   A  total  of  $94,000  is  requested  for  travel;  a  total  of  $3,000  is 
requested  for  transportation  of  things;  a  total  of  $612,000  (2.5%)  is 
requested  for  telecommunications  and  equipment  rental;  a  total  of  $213,000 
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(1%)  is  requested  for  printing  and  reproduction;  $3,104,000  (12.6%)  is 
requested  for  GSA  space  rental  payments;  a  total  of  $750,000  (3%)  is  requested 
for  supplies;  and  a  total  of  $39,000  is  requested  for  equipment.   Finally,  a 
total  of  $6,206,000  is  requested  for  contracts,  training  and  other  services, 
including  contracts  for  the  following  activities:   operation  of  the 
Departmental  accounting  system  (approximately  $420,000);  contract  support  for 
operation  of  the  Departmental  accounting  system  (approximately  $700,000);  data 
keypunch  support  for  Departmental  payroll  operations  (approximately  $85,000); 
repairs  and  maintenance  of  Departmental  accounting  systems  (approximately 
$175,000);  employee  health  service  contracts  (approximately  $1,400,000); 
employee  drug  testing  contracts  (approximately  $60,000);  ADP  host  computer 
support  (approximately  $350,000);  building  security  (approximately  $915,000); 
moving  services  (approximately  $967,000);  telephone  repair  services  (WITS  - 
approximately  $370,000);  other  building  support  services  (approximately 
$275,000);  ADP  support  services  (approximately  $150,000);  and  contracts  for 
PERMIS  operations  (approximately  $650,000). 

FY  1996 

A  total  of  $27,735,000  and  252  FTE  are  provided  in  FY  1996  for  this 
activity,  including  $3,260,000  for  spending  from  the  Working  Capital  Fund's 
unobligated  balances.   This  total  is  $4,144,000  below  and  18  FTE  above  the 
amount  provided  in  FY  1995. 

This  activity  will  continue  the  operation  and  maintenance  of  the 
centralized  DOL  personnel  system  (PERMIS) ,  and  will  also  continue  to  monitor 
efforts  to  ensure  that  95%  of  all  commercial  invoices  are  paid  in  compliance 
with  the  requirements  of  the  Prompt  Payment  Act,  that  99%  of  all  DOL  salary 
payments  are  correct  and  on  time,  and  that  Departmental  records  are  reconciled 
with  Treasury  records  in  a  timely  manner.   In  addition,  administrative 
services  funded  through  this  activity  will  continue  to  be  provided  to  DOL 
agencies  in  such  areas  as  office  space  allocation  and  renovation,  procurement, 
printing  and  reproduction  services,  warehousing,  property  management,  offices 
supplies,  telephone  and  data  communications,  and  emergency  preparedness.   In 
the  area  of  safety  and  health,  in  addition  to  operating  the  Department's 
Federal  Drug-Free  Workplace  program  pursuant  to  Executive  Order  12564,  efforts 
will  continue  to  focus  on  reducing  the  number  of  lost-time  work-related 
accidents,  injuries  and  illnesses  and  reducing  costs  for  workers' 
compensation . 

A  major  focus  of  this  activity  continues  on  the  enhancement  of  the 
Department's  ADP  systems  to  improve  services  within  the  Department.   Efforts 
will  continue  to  automate  the  workflow  of  administrative  forms  for  Department- 
wide  use  and  to  upgrade  the  Department's  local  area  networks  to  strengthen 
management  of  the  Department's  financial  and  accounting  systems.   In  the  area 
of  financial  management,  efforts  will  be  made  to  implement  interfaces  between 
the  central  DOL  accounting  system  (DOLAR$)  and  the  agency  program  accounting 
systems  so  that  more  accurate,  timely  and  complete  data  are  available  in  the 
ledgers  for  utilization  in  financial  statements. 

FY  1995 

During  FY  1995,  under  the  direction  of  the  Assistant  Secretary  for 
Administration  and  Management,  this  activity  continued  to  provide  accounting, 
payroll  processing  and  oversight,  cost  determination  services,  space 
management,  supply  and  property  management,  printing  management,  emergency 
preparedness,  employee  safety  and  health  services,  communications  and 
facilities  management  services  to  all  Departmental  agencies.   Also  within  this 
activity,  the  DOL  Academy  ensured  that  agency  educational  and  career  training 
programs  were  comprehensive,  integrated,  cost  effective  and  responsive  to  the 
needs  of  the  Department's  employees  and  managers.   In  addition,  historical 
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records  of  the  Secretary  of  Labor  continued  to  be  maintained;  and  Secretarial 
mail  was  received,  evaluated  and  routed  according  to  urgency. 

In  the  area  of  financial  management,  the  Office  of  the  Chief  Financial 
Officer  ensured  that  employee  benefits  statements  were  issued  that  modified 
FLSA  requirements  were  implemented,  and  employee  separations  actions  were 
processed  in  accordance  with  OMB  and  0PM  standards.   Work  continued  in  the 
development  of  accounting  subsystems  (imprest  fund,  accounts  receivable, 
accounts  payable,  etc.)  for  use  within  the  Department.   During  the  year,  steps 
were  taken  to  streamline  the  preparation  of  the  internal  Departmental 
accounting  system  reports  for  use  by  DOL  agencies  and  regional  offices. 

In  the  area  of  general  administrative  services,  significant  monetary 
savings  continued  to  be  achieved  through  indirect  cost  rate  negotiations  and 
audit  resolutions;  and  the  conversion  to  mail  metering  equipment  and  special 
postage  rate  stamps  was  completed  to  enhance  accountability  for  mail  costs 
within  the  Department. 

In  the  area  of  employee  safety  and  health,  lost-time  accidents  were 
reduced  by  29%  (from  3S0  in  FY  1994  to  250  in  FY  1995).   Although  costs  for 
workers  compensation  claims  increased  by  10.9%  (from  approximately  $19,758,000 
in  FY  1994  to  approximately  $21,906,000  in  FY  1995),  and  the  number  of 
compensation  claims  increased  by  8%  (from  1,815  in  FY  1994  to  1,830  in  FY 
1995),  the  Department  achieved  $3,000,000  in  lifetime  savings  by  returning 
employees  to  work  after  they  were  found  to  be  medically  able  to  return. 


Changes  for  FY  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increase  effective  in 

January  1996 $86 

Pay  raise  effective  in  January  1997 305 

Federal  Employees '  Compensation  Act  (FECA) 4  0 

Travel  and  transportation  of  persons 3 

GSA  space  rental 84 

Communications,  utilities  and  miscellaneous  charges 16 

Printing  and  reproduction 6 

Other  services 52 

Purchase  of  goods  and  services  from  government  accounts 55 

Operation  and  maintenance  of  equipment 60 

Supplies  and  materials 20 

Equipment  purchases 1 

Total  Built-in +$728 

Net  Program -.5628 

Direct  FTE -  9 
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Financial  and  Administrative  Services 

Proposal :   To  reduce  9  FTE  and  $402,000. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   The  reduction  will  be  achieved  through  streamlining 
initiatives  without  any  adverse  effect  on  the  delivery  of  financial  and 
administrative  services. 

Basfi: 

FTE:  252.  Estimate:   S2S.203.000 

Pi-nrfT-am  n»CreaBei 

FTE:   -9  Estimate:      -S402. 000 


Proposal :   To  reduce  administrative  expenses  by  $226,000. 

Rationale :   To  comply  with  reductions  in  administrative  services  required  by 
Executive  Order  12837. 

Program  Effects:   The  reduction  will  be  achieved  through  streamlining 
initiatives  primarily  in  the  areas  of  travel,  space  consolidation,  equipment 
rental,  printing,  and  contracts  without  any  adverse  effect  on  the  delivery  of 
financial  and  administrative  services. 

Base: 

FTE:  212  Estimate:   S25.203.000 

Program  Decrease: 

FTE:  -0-  Estimate:     -S226.000 


WCF-2  0 
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WORKING  CAPITAL  FUND 
FIELD  SERVICES 

(S  In  Thousands) 


EXE     Amount 
336     $22,419 


EIE 
323 


Amount 
$22,419 


Difference 
FY96/FY97 


EIE 
-13 


imoiint 

-o- 


Introduetion 

This  activity  provides  leadership,  planning,  direction  and  coordination 
for  administrative  and  management  support  services  to  all  Departmental 
organizations  throughout  the  DOL  regions;  represents  the  Assistant  Secretary 
for  Administration  and  Management  in  all  administrative  and  management  matters 
within  the  Regions;  and  assists  in  the  development,  implementation  and 
modification  of  the  Department's  programs  in  the  field.   Services  are  provided 
in  six  basic  areas:   (1)  financial  management;  (2)  human  resource  management, 
including  labor  relations  and  equal  employment  programs;  (3)  general 
administrative  support;  (4)  ADP  management;  (5)  management  analysis;  and  (6) 
safety  and  health.   OASAM  has  regional  offices  in  the  following  six  (6) 
cities:   New  York,  New  York;  Philadelphia,  Pennsylvania;  Atlanta,  Georgia; 
Chicago,  Illinois;  Dallas,  Texas;  and  San  Francisco,  California.   In  addition, 
OASAM  has  field  offices  in  the  following  four  (4)  locations:   Boston, 
Massachusetts;  Kansas  City,  Missouri;  Denver,  Colorado;  and  Seattle, 
Washington.   The  range  of  administrative  and  management  services  funded  in 
this  activity  is  summarized  below. 

1.  Financial  management  services  include  implementation  of  Departmental 
financial  policies  and  standards,  assurance  of  financial  accountability 
and  control  of  resources  allotted  to  all  agencies  in  the  field; 
processing  travel,  payroll  and  commercial  vouchers  for  payment;  and 
fulfilling  the  accounting,  and  financial  support  requirements  of  all  DOL 
agencies  in  the  field. 

2.  Human  resource  management  services  include  recruitment,  staffing,  job 
classification,  labor-management  relations  and  job  training. 

3.  General  administrative  services  include  procurement,  property  and  space 
management,  communications,  mail  services,  forms  and  publications 
services,  and  other  services  (including  telephone  installation,  GSA  car 
rentals,  office  renovations,  equipment  repairs,  etc.). 

4 .  Data  processing  services  include  the  improvement  of  ADP  and 
telecommunications  integration,  technical  assistance  and  analysis,  and 
programming  support  for  DOL  agencies  using  both  Departmental  employees 
and  contractors,  as  feasible. 


Safety  and  health  services  include  the  following:   (a)  conducting  safety 
and  health  inspections  both  at  DOL  worksites  and  at  Job  Corps  Centers; 
(b)  analyzing  unsafe  and  unhealthy  worksite  conditions,  including  the 
preparation  of  necessary  reports;  (c)  investigating  and  reporting  on 
motor  vehicle  accidents  involving  DOL  employees  on  official  time,  other 
accidents  involving  DOL  property,  lost-time  injuries  and  non-loss  time 
injuries;  (d)  coordinating  the  Department's  regional  Drug-Free  Workplace 
Program;  (e)  coordinating  regional  employee  assistance  and  emergency 
preparedness  programs;  and  (f)  coordinating  regional  fitness/ wellness 
programs . 
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Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 

Funding FTK 

FY  1992 $23,054,000  391  FTE 

FY  1993 $24,437,000  392  FTE 

FY  1994 $24,564,000  372  FTE 

FY  1995 $24,216,000  338  FTE 

FY  1996 $22,419,000  336  FTE 

FY  1997  Budget  Request 

A  total  of  $22,419,000  and  323  FTE  are  requested  for  FY  1997  for  this 
activity.   The  requested  funding  level  equals  the  amount  provided  for  this 
activity  in  FY  1996,  while  the  requested  FTE  level  is  13  FTE  below  FY  1996. 
This  request  includes  built-in  changes  in  the  combined  amount  of  $569,000 
(including  a  reduction  of  $61,000  for  reduced  FECA  charges)  and  two  program 
decreases  in  the  combined  total  of  $569,000  and  13  FTE  --  (1)  a  reduction  of 
$194,000  to  reduce  administrative  expenses  as  required  by  Executive  Order 
12837;  and  (2)  a  reduction  of  thirteen  (13)  FTE  and  $375,000  to  comply  with 
the  reduction  in  FTE  as  required  by  P.L.  103-226. 

This  request  level  reflects  the  efforts  of  the  OASAM  regional  offices  to 
streamline  their  processes  while  at  the  same  time  providing  centralized 
administrative  services  in  the  most  cost-efficient  and  effective  manner. 
Savings  will  be  achieved  by  reducing  supervisory  ratios,  by  eliminating 
redundant  positions  and  by  further  consolidating  other  support  functions. 
Savings  achieved  through  the  restructuring  of  service  delivery  will  be  used  to 
achieve  the  reductions  outlined  above  with  no  loss  of  service. 

This  activity  will  continue  to  emphasize  the  delivery  of  financial  support 
to  the  DOL  field  offices.   Points  of  emphasis  will  continue  to  stress  accuracy 
of  financial  information,  expansion  of  the  Department's  "bottom-line" 
budgeting  initiative,  working  with  program  agencies  to  implement  analytical 
relationships  between  new  program  cost  measure  and  outcome- type  performance 
measures  and  continuing  efforts  to  expand  salary,  invoice  and  benefits 
payments  through  electronic  fund  transfer.   During  this  period,  work  will 
continue  to  implement  enhanced  financial  management  in  the  areas  of  imprest 
fund  control,  "accounts  receivable"  transactions,  and  travel  processing. 

In  the  areas  of  human  resources  services,  initiatives  will  be  undertaken 
to  implement  new  support  systems,  including  new  performance  appraisal  systems. 
Other  initiatives  include  providing  guidance  and  support  in  the  following 
areas:  separations  and  retirement  issues;  employee  benefits  issues;  promoting 
new  work  and  family  programs,  such  as  a  program  to  combat  violence  in  the 
workplace;  assisting  in  the  preparation  of  retirement  application  packages ; 
designing  and  delivering  benefits  counseling  services;  designing  and 
conducting  benefits  open  seasons;  managing  regional  flexitime  and  flexiplace 
programs;  coordinating  regional  leave  administration  efforts;  supporting 
regional  childcare  and  eldercare  programs;  promoting  regional  job- sharing 
activities;  providing  leadership  and  guidance  in  the  development  of  employee 
merit  staffing  and  job  analysis  programs;  and  providing  leadership  and  advice 
on  matters  involving  position  classification  and  performance  management. 

In  the  area  of  ADP  management,  work  will  continue  to  expand  the  use  of 
automated  forms  in  all  administrative  areas  and  expand  the  implementation  of 
the  Department's  local  area  networks.   Work  will  continue  on  implementing  ADP 
systems  and  procedures  to  increase  the  commonality  within  the  Department  to 
improve  electronic  communications  for  the  Department's  front-line  workers. 

In  the  area  of  safety  and  health,  emphasis  will  continue  to  be  placed  on 
conducting  safety  and  health  inspections  both  at  DOL  worksites  and  at  Job 
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Corps  Centers.   Special  efforts  will  continue  to  focus  on  reducing  accidents 
involving  DOL  staff,  including  reducing  the  number  of  lost-time  injuries. 

In  the  area  of  general  administrative  support,  a  full  range  of  support 
will  be  provided  for  small  purchases,  property  and  space  management,  telephone 
installation  and  repairs,  and  mail  services.   Relocations  of  both  the  Atlanta 
and  Philadelphia  offices  are  anticipated  early  in  FY  1997. 

Of  the  total  of  $22,419,000  requested  in  this  activity  in  FY  1997, 
$15,328,000  (68.4%)  is  requested  for  the  costs  of  personnel  compensation  and 
benefits.   In  the  area  of  non-personnel  services,  the  amounts  requested  in  FY 
1997  are  the  same,  by  object  class,  as  the  amounts  provided  in  FY  1996.   A 
total  of  $336,000  (1.5%)  is  requested  for  travel;  a  total  of  $24,000  is 
requested  for  transportation  of  things;  a  total  of  $3,352,000  (15%)  is 
requested  for  GSA  space  rental  payments;  a  total  of  $506,000  (2.3%)  is 
requested  for  equipment  rental  and  telephone  charges;  a  total  of  $102,000  is 
requested  for  printing  and  reproduction;  a  total  of  $2,420,000  (10.8%)  is 
requested  for  costs  of  contracts  and  other  services,  including  those  provided 
by  the  General  Services  Administration  and  other  Federal  agencies  (primarily 
ADP  entry  services  and  ADP  programming  support,  but  also  including  payments 
for  equipment  repairs  and  maintenance,  training  and  miscellaneous  services) ;  a 
total  of  $326,000  (1.5%)  is  requested  for  supplies;  and,  finally,  a  total  of 
$25,000  is  requested  for  replacement  equipment. 

FY  1996 

A  total  of  $22,419,000  and  336  FTE  are  provided  in  FY  1996  for  this 
activity.   This  total  is  $1,797,000  and  30  FTE  below  the  total  provided  for 
this  activity  in  FY  1995.   The  amounts  provided  by  object  class  in  FY  1996  are 
the  same  as  the  amounts  provided  by  object  class  in  FY  1997. 

OASAM  regional  operations  in  FY  1996  continue  to  focus  on  cost-saving 
efforts  begun  in  FY  1995,  such  as  the  "re-engineering"  of  the  travel, 
requisition  and  personnel  processes;  the  reduction  of  supervisory  ratios;  the 
elimination  of  redundant  functions;  and  the  consolidation  of  other  support 
functions.   Many  of  these  cost -saving  efforts  will  be  based  on  feedback  from 
customer  satisfaction  surveys  conducted  in  FY  1995. 

FY  1995 

During  FY  1995,  the  OASAM  field  offices  continued  to  provide  a  full  range 
of  administrative  services  to  DOL  agencies  in  the  areas  of  financial 
management  (travel  vouchers,  payroll,  invoice  payments,  accounting,  and 
financial  support) ;  personnel  management  (recruitment,  staffing,  job 
classification,  labor-management  relations  and  job  training);  administrative 
support  (procurement,  property  and  space  management,  telecommunications,  mail 
services,  and  forms  and  publications);  ADP  management  support  (ADP  and 
telecommunications  integration,  technical  assistance,  analysis  and 
programming) ;  and  safety  and  health. 

Approximately  58,000  travel  vouchers  were  processed  in  FY  1995.   Ninety 
seven  (97)  percent  of  the  vouchers  were  scheduled  for  payment  within  20  days 
of  submission  by  the  traveler,  an  improvement  over  the  FY  1994  rate  of  95%,  in 
spite  of  the  increase  in  the  number  of  travel  vouchers  processed.   Of  the 
approximately  36,000  commercial  invoices  that  were  paid  in  FY  1995,  95% 
percent  were  paid  in  compliance  with  the  Prompt  Pay  Act.   In  addition,  the 
regions  processed  approximately  6,500  leave  balance  updates,  with  85% 
accomplished  within  two  pay  periods.   The  OASAM  field  offices  also  processed 
approximately  17,500  payroll  changes  in  FY  1995,  with  98%  accomplished  within 
one  pay  period  of  the  receipt  of  the  request. 
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Changes  for  FY  1997 
(S  in  Thousands) 

Activity  Changes: 

Built-in: 

Annual ization  of  pay  increase  effective  in 

January  1996 $96 

Pay  raise  effective  in  January  1997 340 

Travel  and  transportation  of  persons 9 

Transportation  of  things 1 

GSA  space  rental 91 

Communications,  utilities  and  miscellaneous  charges 14 

Printing  and  reproduction 3 

Other  services 11 

Purchase  of  goods  and  services  from  government  accounts 23 

Operation  and  maintenance  of  equipment 32 

Supplies  and  materials 9 

Equipment  purchases 1 

Federal  Employees  ■  Compensation  Act  (FECA) -61 

Total  Built-in +$569 

Net  Program -$569 

Direct  FTE -13 


Fi< 

Proposal :   To  reduce  13  FTE  and  $375,000. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   The  reduction  will  be  achieved  through  streamlining 
initiatives,  primarily  through  the  consolidation  of  supervisory 
responsibilities,  without  any  adverse  effect  on  the  delivery  of  administrative 
services  in  the  OOL  regional  offices. 

Base  : 

FTE:  life  Estimate:   $22.988.000 

Program  Decrease: 

FTE:  ^12.  Estimate:      -$375.000 


Proposal :   To  reduce  administrative  expenses  by  $194,000. 

Rationale :   To  comply  with  reductions  in  administrative  services  required  by 
Executive  Order  12837. 

Program  Effects:   The  reduction  will  be  achieved  through  streamlining 
initiatives,  primarily  in  the  areas  of  travel,  consolidation  of  space, 
training,  contracts,  equipment  rental,  and  forms  printing,  without  any  adverse 
effect  on  the  delivery  of  financial  and  administrative  services. 

Base: 

FTE:  life  Estimate:   S22. 988.000 

Program  Decrease: 

FTE:  JL:  Estimate:      -S194.000 


WCF-24 
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WORKING  CAPITAL  FOND 

FACILITY  MANAGEMENT 

(S  In  Thousands) 


FY  1996 
Revised 


FIE 
22 


Amount 
$7,676 


FY  1997 
Estimate 


Difference 
FY96/FY97 


FIE 
22 


Amount 
$7,830 


FIE 
-0- 


Amount 
+  $154 


Introduction 

The  "Facility  Management"  activity  provides  funding  for  the  maintenance 
and  operation  of  the  Frances  PerkinB  Building  (FPB)  pursuant  to  a  change  in 
the  GSA  method  of  funding  these  operations.   As  background,  on  October  1, 
1992,  the  Department  of  Labor  accepted  the  responsibility  for  the  management 
of  the  FPB  from  the  General  Services  Administration  (GSA) .   The  Office  of  the 
Assistant  Secretary  for  Administration  and  Management  (OASAM)  provides 
management  support  for  the  operation,  maintenance,  repair,  alteration  and 
custody  of  the  FPB.   These  functions  were  delegated  without  limitation,  except 
as  specified  by  the  agreement  or  required  by  law,  executive  order  or 
regulations  promulgated  pursuant  to  law.   This  activity  provides  leadership, 
planning  and  direction  for  these  functions,  and  directs  a  cost-effective 
program  to  perform  these  building  management  services. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

Funding FIE 

FY  1992 25 

FY  1993 ---  25 

FY  1994 23 

FY  1995 $7,562,000  24 

FY  1996 $7,676,000  22 


FY  1997  Budget  Request 

Through  FY  1994,  GSA  collected  funds  for  the  maintenance  and  operation  of 
the  FPB  through  its  space  rental  assessment  to  the  Department,  and  then  GSA 
returned  a  portion  of  the  assessment  to  the  Department  to  fund  the  operating 
and  maintenance  costs  for  the  FPB.   The  funds  for  the  maintenance  and 
operation  of  the  FPB  are  used  for  two  purposes  --  (1)  "one-year"  funding  is 
made  available  for  'real  property'  operations,  including  contracts  for  routine 
and  preventive  maintenance  support,  security,  utilities  (steam  and 
electricity),  cyclical  painting  and  other  building  services;  and  (2)  "no-year" 
funding  for  'recurring  repairs'  involving  long-term  improvements  and 
maintenance  of  the  services  provided  from  other  Federal  agencies.   In  total, 
GSA  provides  resources  to  administer  the  FPB  consistent  with  the  amount  that 
GSA  would  have  allocated  during  the  fiscal  year  if  the  building  had  remained 
under  GSA  jurisdiction. 

Beginning  in  FY  1995,  GSA  changed  its  method  of  funding  support  for  the 
operation  and  maintenance  of  the  FPB.   In  FY  1995,  which  was  a  transitional 
year,  rather  than  provide  the  Department  of  Labor  with  a  separate  allocation 
for  the  operation  and  maintenance  of  the  FPB,  GSA  transferred  funds  for  this 
purpose  to  the  Working  Capital  Fund  to  support  these  functions. 

Beginning  in  FY  1996,  and  continuing  in  FY  1997,  rather  than  collecting 
funds  for  the  operation  of  the  FPB  through  a  space  rental  assessment,  as  has 
been  done  in  the  past,  GSA  will  provide  the  DOL  agencies  with  a  credit  in 
then  space  rental  assessments  sufficient  to  fund  the  operating  costs  of  the 
FPB.   This  credit  will  be  collected  from  the  DOL  agencies  in  this  activity  in 
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the  Working  Capital  Fund,  and  the  operations  of  the  FPB  (both  for  'real 
property*  and  for  'recurring  repairs')  will  be  funded  from  this  activity. 
Special  allocations  have  been  established  in  the  Working  Capital  Fund  account 
within  this  activity  to  distinguish  between  "one  year"  funding  for  'real 
property'  operations  and  "no-year"  funding  for  'recurring  repairs'.   The 
increase  in  the  collections  involving  the  Working  Capital  Fund  as  a  result  of 
this  change  will  be  offset  by  a  decrease  in  the  GSA  space  rental  assessment. 

A  total  of  $7,830,000  is  requested  for  this  activity  in  FY  1997,  $154,000 
above  the  total  requested  for  this  activity  in  FY  1996.   The  total  of  22  FTE 
funded  in  this  activity  in  FY  1997  equals  the  authorized  ceiling  in  this  area 
in  FY  1996.   The  increase  of  $154,000  reflects  built-in  increases  of  $38,000 
in  the  area  of  personnel  compensation  and  $116,000  for  non-personnel  services. 
Of  the  total  of  $7,830,000  in  FY  1997,  $1,050,000  is  requested  for  the  costs 
of  personnel  compensation  and  benefits  associated  with  the  requested  ceiling 
of  22  FTE  (an  average  cost  for  salaries  and  benefits  combined  of  approximately 
$48,000).   Of  the  total  of  $6,780,000  requested  for  non-personnel  services,  an 
estimated  $1,950,000  is  for  the  costs  of  electricity  for  the  building  and 
$485,000  for  steam  payments  for  heating  of  the  building.   Contracts  for 
building  repairs  and  operations  (approximately  $2,200,000),  services  from  the 
General  Services  Administration  (approximately  $35,000)  and  building  security 
services  (approximately  $915,000)  reflect  the  major  costs  involved  in  the  on- 
going operation  and  maintenance  of  the  Frances  Perkins  Building.   Contracts 
for  "no-year"  long-term  repair  projects  total  approximately  $720,000. 

Of  the  total  of  $7,830,000,  approximately  $7,110,000  involves  on-going 
costs  of  operations  and  maintenance,  and  approximately  $720,000  involves  "no- 
year"  long-term  maintenance  projects. 

FY  1996 

A  total  of  $7,676,000  and  22  FTE  are  provided  in  FY  1996  for  this 
activity.   This  total  is  $114,000  above,  and  1  FTE  below,  the  amount  provided 
in  FY  1995. 

In  FY  1996,  in  addition  to  the  on-going  operational  and  maintenance 
activities  to  support  the  Frances  Perkins  Building,  special  long-cerm 
initiatives  include  replacing  building  signs  to  conform  to  standards 
prescribed  by  the  Americans  with  Disabilities  Act.  replacing  copper  piping  in 
hot  water  pipes  with  steel  piping,  replacing  flush  pedals  on  toilets  in 
women's  rest  rooms,  and  making  further  upgrades  to  the  Department's 
temperature  control  system  to  permit  more  localized  control  of  temperatures. 

FY  1995 

As  part  of  the  biannual  delegation  review  by  GSA,  a  tenant  survey  was 
conducted  in  the  FPB  by  an  independent  organization.   The  results  showed  that 
83%  of  the  tenants  were  satisfied  with  the  overall  service  they  were 
receiving.   This  was  one  of  the  highest  ratings  received  by  any  of  the 
buildings  GSA  surveyed.   In  addition,  significant  reductions  in  energy 
consumption  were  achieved  in  the  FPB,  mainly  as  a  result  of  various  lighting 
retrofits  and  the  amount  of  building  waste  materials  being  recycled  was  also 
increased.   Finally,  the  cafeteria  in  the  FPB  was  refurbished  to  make  a  more 
attractive  and  peaceful  environment  for  employees  and  visitors. 
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Changes  for  FY  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annual ization  of  pay  increase  effective  in 

January  1996 $6 

Pay  raise  effective  in  January  1997 32 

Communications,  utilities  and  miscellaneous  charges 69 

Other  services 3 

Purchase  of  goods  and  services  from  government  accounts 1 

Operation  and  maintenance  of  facilities 34 

Supplies  and  materials 9 

Total  Built-in +$154 

Net  Program $-0- 

Direct  FTB -0- 
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WORKING  CAPITAL  FUND 

HUMAN  RESOURCES  SERVICES 

($  In  Thousands) 


Difference 

FY96/PY97 

FTE      Amount  FTE      Amount  FIE      Amount 

91      $7,367  87      $7,367  -4         -0- 

Introduction 

The  Human  Resources  Services  Center  (HRSC)  provides  the  following 
administrative  support  services:   (a)  guidance  to  DOL  agencies  in  Senior 
Executive  Service  resource  management  and  in  the  management  of  Schedule  "C" 
and  expert  and  consultant  services;  (b)   direct  staffing,  classification, 
position  management  and  performance  measurement  services;  (c)  development  and 
administration  of  Departmental  programs  for  personnel  security  and  providing 
support  for  the  financial  disclosure  program;  and  (d)  benefits  counseling  and 
services  to  DOL  headquarters  staff,  including  designing  and  conducting 
benefits  "open  season, "  managing  and  monitoring  Departmental  flexitime  and 
flexiplace  programs,  and  serving  as  a  clearinghouse  for  programs  in  support  of 
childcare  and  eldercare. 

Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 

Funding — FIE — 

FY  1992 $6,377,000  125  FTE 

FY  1993   1/ $6,769,000  120  FTE 

FY  1994   1/ $6,990,000  115  FTE 

FY  1995 $7,495,000  113  FTE 

FY  1996   2/ $7,367,000  91  FTE 

1/   FY  1993  and  FY  1994  are  comparable  to  the  FY  1995  request,  including  the 
comparative  transfer  from  the  Departmental  Management  Salaries  and 
Expenses  appropriation  for  the  consolidation  of  administrative  support  for 
the  Office  of  the  Assistant  Secretary  for  Policy. 

2/   Reflects  transfer  of  18  FTE  within  the  Office  of  the  Assistant  Secretary 
for  Administration  and  Management  related  to  the  reorganization. 

FY  1997  Budget  Request 

A  total  of  $7,367,000  and  87  FTE  are  requested  in  FY  1997  for  this 
activity.   The  requested  funding  level  is  the  same  as  was  provided  in  FY  1996 
and  includes  built-in  changes  in  the  combined  amount  of  $208,000,  of  which 
$155,000  are  in  the  areas  of  personnel  compensation  and  benefits,  while 
$53,000  are  in  non-personnel  services.   Program  decreases  also  total  $208,000 
--  (1)  $53,000  to  reduce  administrative  expenses  pursuant  to  Executive  Order 
12837;  and  (2)  $155,000  related  to  the  elimination  of  four  (4)  FTE  to  comply 
with  requirements  of  P.L.  103-226. 

In  the  area  of  benefits  counseling  and  services  provided  to  DOL 
headquarters  staff,  technical  assistance  and  guidance  will  be  provided  on 
benefits  and  programs  which  enhance  the  balance  of  work  and  family 
responsibilities.   These  efforts  include  retirement,  separations,  health  and 
life  insurance,  leave  administration,  job  sharing,  career  part-time 
employment,  alternative  work  schedules,  flexiplace  and  telecommuting  and 
satellite  work  stations. 
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In  the  area  of  providing  leadership  to  DOL  agencies  in  Senior  Executive 
Service  resource  management,  and  in  the  management  of  Schedule  "C  and  expert 
and  consultant  resources,  programs  will  be  developed  for  personnel  security 
and  suitability,  and  for  the  financial  disclosure  program.   Direct  support 
will  be  provided  for  staffing,  classification,  position  management  services  to 
managers  and  employees  in  assigned  organizations.   Support  will  be  provided  in 
the  recruitment  and  appointment  of  Senior  Executive  Service  and  Schedule  "C" 
staff,  and  in  the  appointment  and  utilization  of  experts  and  consultants. 

In  the  area  of  staffing  services,  leadership  and  advice  will  be  provided 
to  DOL  managers  and  personnel  staff  in  the  development  and  improvement  of 
employment,  merit  staffing  and  job  analysis  programs  and  techniques;  and 
staffing,  job  analysis  and  related  employment  services  will  be  provided  to 
various  DOL  national  office  organizations. 

In  the  area  of  position  classification  and  performance  management 
services,  human  resource  programs  will  be  developed  and  technical  assistance 
provided  in  the  areas  of  organizational  design  and  performance  management. 
Direct  service  will  be  provided  to  managers  and  staff  in  various  DOL  national 
office  organizations. 

Finally,  staff  funded  through  this  activity  will  coordinate  the 
development,  adoption  and  use  of  technological  advances  and  improved  automated 
systems  in  the  human  resource  area,  including  providing  guidance  for  data 
systems  and  electronic  or  physical  systems  of  personnel  records  and  files. 
Automated  systems  and  electronic  and  physical  records  will  be  maintained  for 
various  DOL  national  office  organizations.   Processing  of  personnel  actions 
will  be  accomplished,  and  official  personnel  files  and  records  maintained,  and 
advice  will  be  provided  on  the  processing  of  individual  personnel  actions. 
Staff  in  this  activity  will  serve  as  a  liaison  with  the  D.S.  Air  Force  systems 
development  organization  which  maintains  the  personnel  management  system  used 
in  the  Department,  with  DOL  computer  operations  staff,  and  with  staff  in  the 
Office  of  the  Chief  Financial  Officer  on  matters  related  to  systems 
development,  modification  and  operations. 

Of  the  total  of  $7,367,000  requested  in  this  activity  in  FY  1997, 
$5,382,000  (73%)  is  requested  for  the  combined  costs  of  personnel  compensation 
and  benefits.   In  non-personnel  areas,  the  amounts  requested  in  FY  1997  are 
the  same,  by  object  class,  as  in  FY  1996.   A  total  of  $770,000  (10.5%)  is 
requested  for  GSA  space  rental  payments  (increases  in  space  rental  rates  are 
projected  to  be  offset  by  reductions  in  square  footage  being  requested) ;  a 
total  of  $387,000  (5.3%)  is  provided  for  travel,  primarily  to  provide  labor- 
relations  training  for  DOL  field  office  staff  (steward  training,  etc.);  a 
total  of  $20,000  is  provided  for  transportation  of  things;  $11,000  is  provided 
for  telecommunications  and  equipment  rentals;  $12,000  is  provided  for  printing 
and  reproduction;  a  total  of  $754,000  (10.2%)  is  provided  for  training 
contracts  and  other  services;  a  total  of  $29,000  is  provided  for  supplies  and 
materials;  and,  finally,  $2,000  is  provided  for  equipment. 

FY  1996 

A  total  of  $7,367,000  and  91  FTE  are  provided  in  FY  1996  for  this 
activity.   This  total  is  $128,000  and  24  FTE  below  the  total  provided  in  FY 
1995.   The  amounts  provided  by  object  class  in  FY  1996  are  the  same  as  the 
amounts  provided  by  object  class  in  FY  1997. 

In  FY  1996  this  activity  will  continue  working  with  managers  and 
supervisors  in  the  Department  to  implement  high  performance  workplace 
practices  within  Departmental  programs.   This  will  include  the  development  and 
implementation  of  new  appraisal  and  awards  systems,  the  improved 
representation  of  America's  diverse  workforce  within  Departmental  programs, 
including  targeted  recruitment  and  retention  strategies,  and  the  enhancement 
of  career  development  assistance  and  retraining. 
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FY  1995 

In  FY  1995,  the  Office  of  Human  Resources  provided  guidance  and  technical 
assistance  to  DOL  personnel  offices  in  all  areas  of  human  resources  management 
and  provided  a  full  range  of  operating  personnel  services  to  all  OASAM  client 
organizations  and  their  clients. 

In  response  to  Federal  downsizing  efforts  and  the  reorganization  of  OASAM, 
the  resources  supporting  career  development  services  were  reallocated  to 
support  career  transition  activities.   A  total  of  $2,700,000  and  19  FTB  were 
provided  in  FY  1995  to  support  these  training  and  career  development  services, 
which  included  career  counseling,  career  workshops,  and  staffing  the  Computer- 
Assisted  Learning  Center  (CALC) .   Career  counseling  was  provided  to  751 
clients,  of  whom  149  were  in  the  field,  and  career  workshops  included  the 
Federal  Application  Process,  Networking  and  Interviewing  Techniques,  Job 
Search  Strategies,  and  career  assessment  instruments  such  as  the  Self -Directed 
Search  and  the  Strong  Interest  Inventory.   The  CALC  was  upgraded  to  provide 
new  automation  tools  to  assist  with  career  transition  efforts.   In  addition, 
the  CALC  provided  a  wide  assortment  of  computer  training  to  nearly  950  persons 
in  both  individualized  and  group  settings.   Finally,  several  special  programs 
were  conducted  in  FY  1995  on  subjects  such  as  new  employee  orientation, 
ethics,  pre-retirement  and  financial  planning,  and  management  skills.   Over 
2,000  persons  participated  in  such  special  programs. 

Changes  for  FY  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increase  effective  in 

January  1996 $34 

Pay  raise  effective  in  January  1997 121 

Travel  and  transportation  of  persons 10 

Transportation  of  things 1 

GSA  space  rental 21 

Other  services 20 

Supplies  and  materials 1 

Total  Built-in r$208 

Net  Program $208 

Direct  FTB -4 


Human  Resources  Services 

Proposal :   To  reduce  4  FTE  and  $155,000. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

pTQirflm  Effects:   The  reduction  will  be  achieved  through  streamlining 
initiatives,  primarily  through  increased  delegation  of  personnel  management 
services,  without  any  adverse  effect  on  the  delivery  of  personnel  services. 

Base: 

FTE:   91  Estimate:   $7.575. 000 

Estimate:    -S155. 000 
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Proposal :   To  reduce  administrative  expenses  by  $53,000. 

Rationale:   To  comply  with  reductions  in  administrative  services  required  by 
Executive  Order  12837. 

Program  Effects:   The  reduction  will  be  achieved  through  streamlining 
initiatives,  without  any  adverse  effect  on  the  delivery  of  personnel  services. 

Baas: 

FTE:  _21  Estimate:   S7. 575. 000 

Program  Decrease: 

FTE:  Estimate:     -S53.000 
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WORKING  CAPITAL  FUND 

PENALTY  MAIL  AND  TELECOMMUNICATIONS 

{$    In  Thousands) 


FY  1996  FY  1997  Difference 

Revised Estimate PY96/FY97 

FTE      Amount  FTE      Amount  FTE      Amount 

-0-     $21,929  -0-     $22,929  -0-     +$1,000 


Introduction 

Dnder  the  overall  direction  of  the  Office  of  the  Assistant  Secretary  for 
Administration  and  Management  (OASAM) ,  this  activity  provides  for  Departmental 
mail  payments  to  the  U.S.  Postal  Service  (USPS)  and  for  telecommunications 
payments  to  the  General  Services  Administration  (GSA) .   The  Working  Capital 
Fund  is  used  to  fund  these  costs  initially  in  the  Department  so  that  both  the 
USPS  and  GSA  can  centrally  bill  the  Department  for  mail  service  and  FTS2000 
service,  respectively.   The  Working  Capital  Fund  is  used  within  the  Department 
to  distribute  these  costs,  based  upon  use,  to  the  appropriate  agencies  within 
the  Department.   Although  not  funded  in  this  activity,  OASAM  provides  overall 
management  for  both  of  these  programs,  including  monitoring  both  the  total 
assessments  to  the  Department  and  the  distribution  of  the  assessments  by  DOL 
agency . 

The  cost  of  official  (penalty)  mail  is  now  based  almost  exclusively  upon 
costs  for  metered  mail  and  special  stamps  issued  by  the  U.S.  Postal  Service 
for  Federal  government  use.   The  Department  has  completed  an  extensive  effort 
to  comply  with  the  new  USPS  regulations  in  this  area.   Mail  generated  by  the 
State  Employment  Security  agencies,  and  paid  by  the  Employment  and  Training 
Administration  (ETA)  program  funds,  is  excluded  from  this  activity. 

The  Federal  Telecommunications  System  (FTS)  is  a  domestic,  long-distance 
service  provided  by  a  commercial  carrier  under  contract  to  GSA.   The  network 
provides  switched  voice,  switched  data,  dedicated  transmission,  packet 
switched,  video  transmission  and  switched  digital  integrated  service.   The 
FTS2000  assessment  for  the  Department  is  determined  by  GSA,  in  part  on  a 
percentage  basis  over  which  the  Department  of  Labor  has  no  direct  control. 
This  assessment  is  billed  in  total  to  the  Working  Capital  Fund,  where  it  is 
distributed  as  appropriate  to  the  various  DOL  agencies. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

FY  1992 $23, 953, 000 

FY  1993 $23,37  6,000 

FY  1994 $20, 750, 000 

FY  1995 $21,261,000 

FY  1996 $21,929,000 


FY  1997  Budget  Request 

A  total  of  $22,929,000  is  requested  for  this  activity  in  FY  1997,  which  is 
$1,000,000  above  the  total  provided  for  this  activity  in  FY  1996.   The 
increase  that  is  requested  for  FY  1997  reflects  the  estimated  increase  in  the 
cost  of  FTS2000  services.   Included  in  the  total  of  $22,929,000  is  $11,429,000 
for  penalty  mail  services,  which  is  equal  to  the  FY  1996  level.   A  total  of 
$11,500,000  is  provided  for  the  cost  of  FTS2000  services  in  FY  1997,  which  is 
$1,000,000  above  the  FY  1996  level. 
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Under  the  direction  of  the  Office  of  the  Assistant  Secretary  for 
Administration  and  Management,  policies  and  procedures  will  continue  to  be 
developed  and  implemented  to  ensure  that  the  Department's  mail  costs  represent 
actual  services  used.   Information  and  guidance  will  be  provided  to  DOL 
agencies  on  cost-effective  mail  systems  and  practices.   The  Department  will 
continue  its  multi-year  efforts  to  reduce  mail  costs  by  encouraging  the  use  of 
electronic  transmissions  and  facsimile  machines  as  efficient  alternatives  to 
actual  mail  use.   The  effectuation  of  these  policies  is  projected  to  enable 
the  Department  to  reduce  costs  for  mail  service. 

With  regard  to  FTS2000,  the  Department  plans  to  install  dedicated,  higher 

speed  transmission  circuits  in  selected  areas  which  are  expected  to  reduce 

unit  transmission  costs  and  to  allow  for  more  efficient  transmission  of  text 

materials . 

FY  1996 

A  total  of  $21,929,000  is  provided  in  FY  1996  for  this  activity,  which  is 
$668,000  above  the  amount  provided  in  FY  1995.   Of  the  $21,929,000  provided  in 
FY  1996,  $10,500,000  is  for  FTS2000  and  $11,429,000  is  for  Penalty  Mail. 

FY  1995 

A  total  of  $21,261,000  was  provided  for  this  activity  in  FY  1995,  $511,000 
above  the  total  provided  for  this  activity  in  FY  1994.   Actual  spending  was 
$10,584,000  for  FTS2000  services  and  $10,798,000  for  penalty  mail  services. 


Changes  for  FY  1997 
($  in  Thousands) 

Activity  Changes: 
Built-in: 

Communications,  utilities  and  miscellaneous  services $1.000 

Total  Built-in +$1,  000 

Net  Program ;-0- 

Direct  FTE -0- 
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WORKING  CAPITAL  FUND 

INVESTMENT  IN  REINVENTION  FOND 

($  In  Thousands) 


FY  1996  FY  1997  Difference 

Revised Estimate FY96/FY97 

FTE      Amount  FTE      Amount  FTE      Amount 

-0-         -0-  -0-      $3,900  -0-     +$3,900 

Introduction 

In  a  new  initiative  within  the  Department  of  Labor,  it  is  being  proposed 
that  a  "Investment  in  Reinvention  Fund"  be  established  as  a  part  of  the 
Working  Capital  Fund.   A  one-time  appropriation  of  $3,900,000  would  be 
provided  for  FY  1997  to  capitalize  this  fund.   The  purpose  of  the  fund  is  to 
provide  a  self-sustaining  source  of  financing  for  DOL  agencies  to  invest  in 
projects  designed  to  produce  measurable  improvements  in  agency  efficiency  and 
to  achieve  significant  taxpayer  savings.   Amounts  available  in  this  fund  may 
be  borrowed  by  any  DOL  agency  for  these  "reinvention"  projects.   These 
projects  would  be  approved  by  the  Deputy  Secretary  of  Labor,  and  appropriate 
funding  provided,  if  it  could  be  demonstrated  that  savings  would  be  achieved 
from  financing  a  proposal.   Use  of  this  fund  would  be  limited  to  projects 
which  would  otherwise  not  be  funded  due  to  budgetary  constraints.   For  each 
project,  a  specific  payback  period  would  be  determined,  and  amounts  borrowed 
from  the  fund  by  a  DOL  agency  to  finance  a  "reinvention"  project  shall  be 
repaid  to  the  fund  at  the  times  specified  in  the  repayment  schedule  agreed 
upon  at  the  time  the  loan  is  made. 

As  repayments  are  made  to  the  fund,  new  loans  will  be  made  for  new 
projects,  achieving  new  savings  and  continually  replenishing  the  fund.   This 
fund  will  provide  a  more  responsive  process  to  encourage  implementation  of  new 
operational  initiatives  rather  than  using  the  traditional  budget  process, 
which  often  results  in  delays  of  up  to  two  years  from  the  time  that  proposals 
are  made  until  funds  become  available  for  implementation. 

Because  this  fund  is  a  new  initiative  proposed  in  FY  1997.  no  history  of 
budget  authority  is  appropriate  for  this  activity. 

FY  1997  Budget  Request: 

This  budget  request  provides  $3,900,000  to  establish  a  "Investment  in 
Reinvention  Fund"  within  the  Working  Capital  Fund,  a  new  initiative  with  no 
prior  funding  history  in  the  U.S.  Department  of  Labor.   This  fund  will  become 
self-sustaining  through  the  repayment  of  initial  investments  from  savings 
generated  through  DOL  agency  improvements  or  efficiencies.   This  fund  is 
intended  to  finance  DOL  agency  reinvention  proposals  and  other  investment  or 
capital  acquisition  projects  to  achieve  savings  and  streamline  work  processes. 

Under  this  activity,  $3,900,000  in  start-up  funding  would  be  available  to 
fund  investments  for  National  Performance  Review  (NPR)  recommendations  and  for 
other  "reinvention"  proposals.   Agencies  would  then  pay  back  the  initial 
investment  with  savings  generated  through  the  implementation  of  these 
"reinvention"  initiatives.   As  a  result,  this  fund  would  be  replenished 
through  repayment  of  the  amounts  borrowed  derived  from  savings  achieved 
through  the  implementation  of  the  proposals. 

Approving  this  request  would  require  the  Congress  to  provide  a  one-time 
appropriation  of  $3,900,000  to  capitalize  this  "reinvention  investment  fund" 
Once •established,  this  fund  would  function  as  a  revolving  fund,  being 
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replenished  through  repayments  made  from  savings  generated  through 
implementation  of  projects  financed  initially  through  the  fund. 

Changes  for  1997 
Activity  Changes: 

Built-in 

Net  Program $3,  900,  000 

Investment  In  Reinvention  Fund 

Proposal :   To  provide  $3,900,000  to  establish  a  "Investment  in  Reinvention 
Fund"  in  the  Working  Capital  Fund  to  finance  agency  reinvention  proposals  and 
other  investment  or  capital  acquisition  projects,  in  order  to  achieve  savings 
and  streamline  work  processes,  which  otherwise  would  not  be  funded  due  to 
budgetary  constraints. 

Rationale:   The  request  is  being  made  to  establish  this  fund  to  provide  start- 
up funding  to  support  recommendations  made  by  the  National  Performance  Review 
(NPR)  and  other  "reinvention"  proposals  involving  Departmental  programs.   In 
recent  years,  budget  constraints  have  precluded  agencies  from  requesting  funds 
sufficient  to  finance  large  projects  that  would  result  in  future  savings. 
Further,  because  of  delays  in  receiving  approval  for  funding  of  these 
initiatives,  savings  are  delayed  or  lost.   Presently,  agencies  are  often 
discouraged  from  even  making  the  effort  to  implement  new  procedures  and 
processes,  which  while  costly,  would  result  in  long-term  savings  to  the 
Federal  government.   Given  this  background,  it  is  important  that  some 
mechanism  be  made  available  to  provide  for  prudent  investments  which  would 
result  in  future  savings.   Establishing  this  fund,  which  would  provide  the 
"seed  funding"  to  implement  reinvention  proposals,  would  allow  DOL  agencies  to 
have  access  to  a  source  of  funds  necessary  to  achieve  cost  savings  if  budget 
authority  would  not  otherwise  be  available.   For  example,  if  it  could  be 
demonstrated  that  significant  savings  could  be  achieved,  agencies  could 
request  funds  to  make  a  change  with  repayment  to  be  made  from  the  future 
savings  to  be  achieved.   The  Department  would  establish  specific  payback 
requirements  for  each  proposal  to  be  paid  no  later  than  the  fiscal  year  after 
the  fiscal  year  in  which  the  project  is  completed.   This  paybacK  would  be 
generated  from  agency  savings  and  would  be  achieved  within  a  specific 
timeframe. 

Program  Effects:   In  the  past,  DOL  agencies  have  requested  funds  to  support 
productivity  enhancement  projects  through  the  normal  budget  process.   As  a 
requested  program  increase  proceeded  through  the  budget  process,  requiring 
first  approval  from  the  Office  of  Management  and  Budget  (OMB)  and  then 
approval  by  the  Congress,  the  proposal  was  often  eliminated  or  reduced  because 
of  funding  constraints.   Even  if  approved,  the  new  initiative  could  be  lost  or 
reduced  later  because  of  across-the-board  reductions  in  available  funds. 
Although  a  proposal  was  often  deemed  desirable  by  the  Department,  OMB  and  the 
Congress,  without  funding  or  faced  with  financing  reductions,  new  program 
initiatives  were  often  discarded  in  order  to  fund  traditional  programs  - 
despite  the  ability  of  the  new  initiative  to  generate  long-term  savings.   Even 
when  approved,  the  delays  in  gaining  both  OMB  and  Congressional  budget 
approval  often  meant  that  short  term  savings  were  lost.   This  fund  would 
provide  DOL  agencies  with  a  source  of  funds  to  implement  NPR  and  other 
reinvention  projects  in  a  timely  manner  when  budget  authority  is  not  available 
in  the  current  budget  year.   While  establishing  this  fund  requires  a  one-time 
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appropriation  to  capitalize  and  authorize  the  fund  initially,  once  established 
the  fund  will  become  self-sustaining  as  agencies  pay  back  an  initial 
investment  with  savings  generated  by  implementation  of  the  proposal. 

Base: 


Estimate:   +S3. 900.000 
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WORKING  CAPITAL  FUND 

DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

($  IN  THOUSANDS) 


ES-4 

ES-2 

Subtotal 

ES  Salary 

Wage  Grades 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-9 

GS-8 

GS-7 

GS-6 

GS-5 

GS-4 

GS-3 

GS-2 

GS-1 

Subtotal 

Total  -  GM/GS  Salary 

Total  end  of  year 

Total,  Full-time  equivalent  (FTE). 


FY  1995 

FY  1996 

FY  1997 

Actual 

Estimate 

Estimate 

1 

1 

1 

1 

1 

1 

2 

2 

2 

$215 

$221 

$228 

37 

36 

35 

17 

22 

21 

26 

34 

33 

89 

102 

98 

132 

136 

131 

66 

69 

66 

0 

0 

0 

32 

32 

30 

10 

9 

9 

69 

80 

77 

46 

59 

57 

105 

84 

81 

55 

28 

27 

38 

7 

7 

2 

1 

1 

4 

0 

0 

691 

663 

638 

$27,467 

$28,159 

$28,201 

730 

701 

675 

709 

701 

675 

Thursday,  May  16,  1996. 
CONSOLIDATED  INSPECTORS  GENERAL 
WITNESSES 

CHARLES  C.  MASTEN,  INSPECTOR  GENERAL,  DEPARTMENT  OF  LABOR 

THOMAS  R  BLOOM,  INSPECTOR  GENERAL,  DEPARTMENT  OF  EDU- 
CATION 

JUNE     GIBBS     BROWN,     INSPECTOR     GENERAL,     DEPARTMENT     OF 
HEALTH  AND  HUMAN  SERVICES 

Mr.  Porter.  Last,  but  not  least,  we  welcome  Charles  C.  Masten, 
Inspector  General  for  the  Department  of  Labor,  Thomas  R.  Bloom, 
Inspector  General  for  the  Department  of  Education,  and  June 
Gibbs  Brown,  Inspector  General  for  the  Department  of  Health  and 
Human  Services. 

We  appreciate  each  of  you  being  here  for  the  final  afternoon  of 
our  hearings  and  the  final  panel  to  appear  before  the  subcommit- 
tee. 

Why  don't  we  simply  start  with  Mr.  Masten,  and  each  of  you  will 
proceed  my  left  to  right. 

Opening  Statement  of  Mr.  Masten 

Mr.  Masten.  Thank  you,  Chairman  Porter.  Good  afternoon 
again,  and  to  the  rest  of  the  members  of  the  subcommittee. 

I'm  pleased  to  appear  before  you  today  to  discuss  the  resources 
and  accomplishments  of  the  Office  of  the  Inspector  General  at  the 
U.S.  Department  of  Labor. 

My  office  accomplishes  its  oversight  mission  by  conducting  audits 
and  reviews  of  DOL's  programs  and  operations,  by  investigating  al- 
leged or  suspected  wrongdoings  involving  DOL  funds  or  employees, 
and  by  conducting  criminal  investigations  related  to  the  influence 
of  organized  crime  and  labor  racketeering  in  employee  benefit 
plans,  labor/management  relations,  and  internal  audit  affairs. 

The  OIG's  fiscal  year  1997  budget  request  totals  $48,374,000  and 
470  FTE.  This  request  is  a  decrease  of  10  FTE  below  the  fiscal  year 
1996  resource  level. 

Over  the  years,  the  OIG  has  identified  fraud,  waste,  abuse,  and 
inefficiencies  involving  DOL  programs  and  operations,  and  has 
made  numerous  recommendations  for  corrective  action  to  the  De- 
partment and  the  Congress. 

Moreover,  the  OIG  has  provided  extensive  technical  assistance 
and  advice  to  the  Department  to  improve  the  efficiency  and  effec- 
tiveness of  its  administration  of  DOL  funds. 

I  would  now  like  to  highlight  a  few  of  our  recent  accomplish- 
ments. 
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The  OIG  has  continued  to  devote  a  substantial  amount  of  audit 
resources  to  the  $1.1  billion  Job  Corps  program  in  order  to  effect 
meaningful  improvements. 

One  of  the  most  important  areas  that  our  audits  have  identified 
as  needing  attention  has  been  the  relatively  low  performance  of  the 
bottom-ranked  centers.  These  centers  typically  have  fewer  students 
who  complete  their  vocational  training  and  place  fewer  students  in 
jobs  upon  their  termination  from  the  program. 

While  the  OIG  recognizes  that  there  will  always  be  centers  that 
score  below  and  above  the  norm,  we  are  concerned  that  there  are 
such  wide  variances  between  those  centers  that  perform  well  and 
those  centers  that  perform  poorly. 

We've  recommended  that  the  Job  Corps  either  fix  its  historically 
poor-performing  centers  or  close  them;  however,  we  are  working 
closely  with  the  Job  Corps  management  and  are  encouraged  by 
their  agreement  on  some  actions  needed  to  improve  program  per- 
formance. 

The  OIG  has  just  recently  completed  a  major  audit  of  ETA's  per- 
manent labor  certification  program  and  the  temporary  H-1B  labor 
condition  application  program  and  found  that  these  foreign  labor 
programs  do  not  protect  U.S.  workers'  jobs  or  wages  from  foreign 
labor. 

The  permanent  labor  certification  program  was  intended  to  ex- 
clude aliens  from  being  granted  legal  status  for  employment  when 
there  are  qualified,  willing  U.S.  workers  available  for  the  job.  How- 
ever, our  audit  found  that  74  percent  of  the  applicants  were  al- 
ready working  in  the  United  States  with  their  United  States  em- 
ployer at  the  time  of  their  application  for  labor  certification. 

Moreover,  99  percent  of  the  aliens  with  approved  certification 
were  already  in  the  United  States  at  the  time  the  applications  were 
made. 

Our  audits  also  concluded  that  the  labor  market  test,  which  is 
designed  to  ensure  that  there  are  no  qualified,  willing  U.S.  workers 
available  to  fill  these  positions  for  which  the  application  has  been 
filed,  is  perfunctory,  at  best. 

Our  audit  of  the  H-1B  labor  condition  application  program  found 
that  75  percent  of  the  aliens  worked  for  employers  who  failed  to 
adequately  document  that  the  wages  on  the  labor  condition  applica- 
tion were,  in  fact,  the  proper  wages. 

In  addition,  the  audit  found  that,  out  of  those  employees  whose 
wages  could  be  determined,  19  percent  were  being  paid  below  the 
prevailing  wages  which  are  specifically  required  by  the  program. 

Mr.  Chairman,  with  annual  program  expenditures  of  approxi- 
mately $50  million,  the  OIG  is  of  the  opinion  that  the  DOL's  for- 
eign labor  programs  do  little  to  add  value  to  the  process.  Based  on 
these  findings,  the  OIG  has  recommended  that  these  programs 
should  be  eliminated. 

Another  area  where  the  OIG  has  made  significant  strides  is  in 
the  way  the  Department  manages  its  finances.  The  OIG  continues 
to  work  closely  with  the  Department  to  improve  its  accounting  sys- 
tems and  record-keeping  practices.  In  fact,  the  current  financial 
statement  audit  contains  only  two  caveats,  which  qualifies  our 
opinion  as  to  the  status  of  DOL  finances,  both  of  which  are  beyond 
the  control  of  the  Department. 
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Another  area  that  the  OIG  has  devoted  considerable  investiga- 
tive resources  is  that  of  mine  safety.  The  OIG  has  focused  its  atten- 
tion on  the  allegation  of  corruption  by  Mine  Safety  and  Health  Ad- 
ministration inspectors  in  Kentucky  and  West  Virginia.  We  con- 
sider these  MSHA  integrity  investigations  to  be  very  significant  be- 
cause miners'  lives  are  literally  at  stake  when  an  inspector  is  com- 
promised. 

Since  the  beginning  of  fiscal  year  1995,  nine  mine  inspectors 
have  either  pled  guilty  or  have  been  convicted  of  corruption  charges 
stemming  from  our  investigations.  I  would  like  to  note  that  the 
MSHA's  top  management  has  made  a  commitment  to  ensure  that 
nothing  but  the  highest  integrity  in  such  inspection  programs  is  ac- 
ceptable. 

The  OIG  has  been  particularly  encouraged  by  the  positive  steps 
taken  by  MSHA's  management  in  working  jointly  with  the  OIG  to 
improve  its  integrity  program. 

Another  area  of  responsibility  for  the  OIG  falls  under  the  juris- 
diction of  the  OIG's  Division  of  Labor  Racketeering.  This  division 
conducts  criminal  investigations  to  eliminate  the  influence  of  orga- 
nized crime,  labor  racketeering,  and  corruption  in  employee  benefit 
plans,  labor/management  relations,  and  unions. 

After  considerable  work  by  OIG  agents  and  some  innovative  ap- 
proaches by  the  Justice  Department,  there  has  been  real  progress 
in  combating  the  influence  of  organized  crime  in  three  of  the  four 
international  unions  identified  by  the  President's  Commission  on 
Organized  Crime. 

In  addition  to  our  prior  successes  in  combating  racketeering  in 
the  laborers'  and  teamsters'  unions,  a  September  1995,  RICO  set- 
tlement with  the  Hotel  Employees  and  Restaurant  Employees 
International  Union  required  the  appointment  of  a  monitor,  who  is 
empowered  by  the  courts  to  investigate  corruption  within  the 
unions,  remove  corrupt  officials,  and  oversee  the  operation  of  the 
union. 

Since  that  time,  six  of  the  union's  executive  board  members  have 
either  resigned  or  retired  since  the  beginning  of  this  negotiation. 

Mr.  Chairman,  this  concludes  the  summary  of  my  prepared  state- 
ment, and  I  would  be  willing  to  answer  any  questions  you  may 
have. 

Mr.  Porter.  Thank  you,  Mr.  Masten. 

[The  prepared  statement  follows:] 


24-955    96-43 
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STATEMENT  OF  CHARLES  C.  MASTEN 

INSPECTOR  GENERAL 

U.S.  DEPARTMENT  OF  LABOR 

BEFORE  THE  SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES, 

EDUCATION,  AND  RELATED  AGENCDZS 

COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

May  16,  1996 


Good  morning,  Mr.  Chairman  and  Members  of  the  Subcommittee.   Thank  you  for 
inviting  me  to  testify  before  you  in  my  capacity  as  the  Inspector  General  of  the  U.S. 
Department  of  Labor  (DOL).   I  am  pleased  to  appear  before  you  today  to  discuss  the  future 
direction  and  accomplishments  of  the  Office  of  Inspector  General  (OIG). 

The  OIG's  Fiscal  Year  1997  budget  request  totals  $48,374,000  and  470  full-time 
equivalent  positions.   This  request  is  a  decrease  of  10  FTE  below  the  Fiscal  Year  1996 
resource  level.   My  office  accomplishes  its  oversight  mission  by  conducting  audits  and 
reviews  of  DOL  programs  and  operations,  by  investigating  alleged  or  suspected  wrongdoing 
involving  DOL  funds  or  employees,  and  by  conducting  criminal  investigations  related  to  the 
influence  of  organized  crime  and  labor  racketeering  in  employee  benefit  plans,  labor- 
management  relations,  and  internal  union  affairs. 


OIG  DIRECTION 

During  the  course  of  our  many  audits,  investigations,  and  evaluations  the  OIG  has 
identified  fraud,  waste,  abuse,  and  inefficiencies  involving  DOL  programs  and  operations  and 
has  made  numerous  recommendations  for  corrective  action  to  the  Department  and  the 
Congress.    Moreover,  the  OIG  has  provided  extensive  technical  assistance  and  advice  to  the 
Department  to  improve  the  efficiency  and  effectiveness  of  its  administration  of  DOL  funds. 

In  anticipation  of  the  requirements  of  the  Government  Performance  and  Results  Act, 
and  in  line  with  the  current  reinvention  of  government  efforts,  the  OIG  strengthened  its  long- 
term  strategic  planning  process.    We  will  focus  our  limited  resources  into  areas  where  we  can 
have  the  greatest  opportunity  for  impact.   These  efforts  will  be  over  and  above  those  areas  in 
which  we  are  already  mandated  to  provide  oversight.   After  discussions  with  DOL 
management  and  Congressional  oversight  committees,  the  OIG  established  several  significant 
areas  of  concern  where  the  organization  will  devote  resources  and  attention  over  the  next  two 
years.   These  issue  areas  include  ensuring  that  the  Department  is:  adequately  protecting  the 
pensions  of  American  workers;  effectively  managing  the  Unemployment  Insurance  system; 
combatting  medical  service  providers  who  are  defrauding  the  Department's  health  care 
programs;  appropriately  performing  its  mission  under  the  Davis-Bacon  and  Service  Contract 
Acts'  regulations;  and  ensuring  that  legally  qualified  individuals  are  employed  and  receiving 
appropriate  benefits.   Each  of  the  OIG's  components  will  include  these  issue  areas  in  their 
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respective  workloads,  as  appropriate. 

Office  of  Audit 

In  Fiscal  Year  1 997,  the  Office  of  Audit  will  continue  to  prioritize  work  to  provide 
audit  coverage  of  those  areas  that  have  large  dollar  expenditures  or  are  more  vulnerable  to 
fraud,  waste,  and  abuse.   The  Office  of  Audit  will  still  have  as  a  main  priority  both  the 
specific  requirements  assigned  by  the  Chief  Financial  Officers  Act  of  1990,  and  the  additional 
related  requirements  mandated  by  OMB.   These  are  detailed  on  page  OIG-10  of  our  draft 
budget  justification  package.    Beyond  that  effort,  the  Office  of  Audit  will  maintain  the 
broadest  possible  audit  coverage  of  departmental  program  operations  and  management  within 
the  resources  that  are  available  to  us. 

As  in  the  past,  substantial  Fiscal  Year  1997  audit  coverage  will  be  dedicated  to  the 
areas  of:  financial  management,  program  performance  measures  and  program  outcomes;  grant 
and  contract  management  and  administration;  the  efficiency  and  effectiveness  of  the  Job  Corps 
program;  and  evaluation  of  the  effectiveness  of  the  Unemployment  Insurance  program.    Some 
other  areas  of  specific  emphasis  during  FY  1997  include:  the  way  PWBA  targets  its 
investigations  into  employee  contributions  to  401  (k)  plans;  PWBA's  reporting  and  disclosure 
requirements  under  ERISA;  Unemployment  Insurance  program's  benefit  payment  controls  and 
internal  security  systems;  and  the  Wage  and  Hour  Division's  back-wage  collection  and 
distribution  activities. 

Office  of  Investigations 

The  Office  of  Investigations  is  comprised  of  the  Division  of  Program  Fraud  and  the 
Division  of  Labor  Racketeering.     The  Program  Fraud  Division's  priorities  for  the  upcoming 
fiscal  year  will  be  in  the  areas  of  fraud  involving  job  training  programs,  federal  workers' 
compensation  programs,  and  the  Unemployment  Insurance  program,  as  well  as  DOL  employee 
integrity  matters. 

Concurrently,  the  Labor  Racketeering  Division  will  continue  to  conduct  criminal 
investigations  in  employee  benefit  plans,  labor-management  relations,  and  the  use  of  an  illegal 
labor  force  by  employers  in  industries  that  traditionally  have  been  heavily  unionized.    Within 
the  benefit  plan  arena,  the  primary  focus  will  be  upon  welfare  plans,  including  the  burgeoning 
problem  of  fraudulent  multiple  employer  welfare  arrangements  and  fraudulent  health  plans 
offered  by  "bogus"  labor  unions.   In  addition,  the  Labor  Racketeering  Division  will  continue 
its  joint  efforts  with  the  Immigration  and  Naturalization  Service  to  combat  the  use  of  an 
illegal  immigrant  labor  force. 


The  Office  of  Investigations  also  plans  to  devote  more  resources  to  investigate  schemes 
where  medical  providers  are  defrauding  the  Department's  health  care  programs.  The  Office  of 
Investigations  has  adopted  a  strike  force  strategy  that  utilizes  all  components  of  the  OIG  and 
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other  health  care  fraud  enforcement  agencies  to  address  this  growing  problem. 

RECENT  PIG  ACCOMPLISHMENTS 

The  Subcommittee  has  also  requested  that  we  address  some  of  our  recent 
accomplishments.    While  we  can  cite  the  statistical  accomplishments  that  we  are  required  to 
report  in  our  Semiannual  Report  to  the  Congress,  these  numbers  do  not  fully  reflect  the  full 
impact  of  our  audit  and  investigative  activities.   Instead,  I  prefer  to  focus  my  comments  to 
some  recent  areas  where  our  work  has  caused  significant  improvements.    Some  of  these  areas 
include:  the  Job  Corps  program;  the  integrity  of  the  Mine  Safety  and  Health  program;  the 
elimination  of  the  Targeted  Jobs  Tax  Credit  program;  and  improvements  in  the  Department's 
management  of  its  finances.   In  addition,  we  have  made  significant  strides  in  the  removal  of 
criminal  elements  from  two  large  international  unions. 

Job  Corps 

The  OIG  has  continued  to  devote  a  substantial  amount  of  audit  resources  to  the  Job 
Corps  program  in  order  to  effect  meaningful  improvements.   Created  in  1964,  the  Job  Corps 
Program  was  established  to  provide  disadvantaged  young  men  and  women  with  education, 
vocational  training,  work  experience,  and  counseling  to  help  them  become  responsible, 
employable,  and  productive  citizens.   In  its  32-year  history,  the  Job  Corps  has  enjoyed  a  great 
deal  of  success.   However,  as  is  usually  the  case  for  programs  of  this  size  and  magnitude, 
there  is  need  for  continuous  improvement. 

One  of  the  most  important  areas  that  our  audits  have  identified  as  needing  attention 
has  been  the  relatively  low  performance  of  some  centers.   Our  audits  have  disclosed  that, 
while  a  number  of  centers  enjoyed  sustained  performance  above  the  national  average  (in  all  or 
most  of  Job  Corps'  own  performance  indicators),  a  number  of  centers  consistently  performed 
below  the  national  averages.    In  general,  bottom-ranked  centers  place  fewer  students  in  jobs 
upon  their  termination  from  the  program,  assist  fewer  students  in  obtaining  their  GED,  have 
fewer  students  who  complete  their  vocational  training,  and  have  higher  rates  of  students  who 
cannot  be  located  after  they  terminated  from  the  program. 

While  the  OIG  recognizes  that  there  will  always  be  centers  that  score  below  and  above 
the  norm,  we  are  concerned  that  there  are  such  wide  variances  between  those  centers  that 
perform  well  and  those  centers  that  perform  poorly,  and  that  there  has  been  very  little 
improvement  among  the  low-scoring  centers.   For  example,  while  one  center  may  have  only 
2%  of  students  showing  no  measurable  learning  gains,  there  are  centers  where  that  may  be  as 
high  as  36%;  or  one  center  may  only  place  4%  of  its  students  in  jobs  for  which  they  were 
trained,  while  another  may  place  28%;  or  one  center  may  not  know  what  happened  to  44%  of 
the  students  who  terminated  the  program,  while  in  another  center  the  status  of  only  5%  may 
be  unknown. 
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Mr.  Chairman,  in  this  $1.1  billion  dollar  program,  it  is  clear  that  some  centers  have 
been  able  to  do  a  comparatively  good  job,  while  others  have  not.   Unfortunately,  these 
variances  adversely  affect  the  overall  performance  of  the  program.    It  is  our  belief  that  every 
student  entering  the  Job  Corps  Program  should  have  the  same  opportunity  to  succeed.    We  are 
concerned  that  a  student's  chance  to  succeed  may  largely  depend  upon  which  center  he  or  she 
attends.    We  have  recommended  that  the  Job  Corps  either  fix  its  historically  poor-performing 
centers,  or  close  them. 

The  OIG  recently  reached  an  agreement  with  Job  Corps  on  some  actions  needed  to 
improve  program  performance.   Job  Corps  management  concurred  with   a  large  number  of 
our  findings  and  has  initiated  corrective  actions.    We  are  encouraged  by  Job  Corps'  expressed 
commitment  to  pursue  these  actions  to  improve  performance  of  the  program,  and  we  intend  to 
continue  working  with  management  to  this  end.    The  Job  Corps  has  recently  issued  statistics 
showing  increases  in  their  percentages  of  placements  into  jobs,  and  percentages  of  placements 
into  jobs  related  to  the  training  that  the  enrollees  received.    While  we  have  not  yet  audited 
these  figures,  we  are  encouraged  by  indicators  that  show  improvement. 


Targeted  Jobs  Tax  Credit 

The  Targeted  Jobs  Tax  Credit  (TJTC)  program  was  created  to  induce  employers  to 
hire  disadvantaged  individuals  in  exchange  for  Federal  tax  credits,  totalling  $300  million 
annually.    However,  a  nationwide  OIG  audit  of  the  program  determined  that  92  percent  of  the 
employees  in  our  audit  sample  would  have  been  hired  regardless  of  the  tax  credit.    In  most 
cases,  TJTC  eligibility  was  determined  after  the  decision  to  hire  was  made.   As  a  result  of  our 
audit  findings,  the  OIG  recommended  in  its  audit  report  and  in  testimony  before  the  Congress 
that  the  program  be  eliminated.    Our  audit  findings  were  extensively  quoted  during  the 
discussions  on  reauthorizing  the  program.    The  TJTC  program  expired  in  December  of  1994. 
It  is  my  understanding  that  there  is  current  legislation  in  the  Congress  which  would  establish 
another  tax  credit  program  similar  to  the  TJTC.    While  the  OIG  is  not  opposed  to  programs 
of  this  type,  we  remain  concerned  that  any  new  program  not  retain  the  same  weaknesses  that 
were  in  the  TJTC  program. 


Foreign  Labor  Certification  Programs 

The  Department  is  responsible  for  certifying  employers'  applications  for  certain  labor 
programs  before  the  aliens  can  obtain  visas  to  work  in  the  United  States.    This  responsibility 
is  carried  out  primarily  by  the  Department's  Employment  and  Training  Administration  (ETA). 
The  OIG  performed  an  audit  of  ETA's  permanent  labor  certification  program  and  the 
temporary  H-1B  Labor  Condition  Application  program,  and  found  that  the  foreign  labor 
programs  do  not  protect  U.S.  workers'  jobs  or  wages  from  foreign  labor  because  neither 
program  meets  its  legislative  intent.   The  permanent  labor  certification  program  is  intended  to 
exclude  aliens  from  being  granted  legal  status  for  employment  when  there  are  qualified 
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willing  U.S.  workers  available  for  the  jobs.   Our  audit  found  that  74  percent  of  the  applicants 
were  already  working  for  the  U.S.  employer  at  the  time  of  their  application  for  labor 
certification.    Moreover,  our  audit  disclosed  that  99  percent  of  the  aliens  with  approved 
certifications  were  already  in  the  U.S.  at  the  time  that  the  applications  were  made  ~   thus 
dispelling  the  myth  that  the  foreign  workers  in  this  program  are  waiting  until  they  receive 
their  certifications  before  they  enter  the  country.     Our  audit  also  found  that  1 7  percent  of  the 
aliens  left  their  sponsor  employer  within  six  months  of  receiving  their  permanent  resident 
status.    Our  audit  also  concluded  that  the  labor  market  test,  which  is  designed  to  ensure  that 
no  qualified,  willing  U.S.  workers  are  available  to  fill  the  positions  for  which  application  has 
been  filed  is  perfunctory  at  best. 

The  H-1B  Labor  Condition  Application  program  was  designed  to  provide  American 
businesses  with  timely  access  to  the  "best  and  the  brightest"  employees  in  the  international 
labor  market  to  meet  urgent,  but  generally  temporary,  business  needs.   It  was  also  the  intent 
of  the  program  to  protect  American  workers  by  requiring  employers  to  pay  the  prevailing 
wages  for  the  specialty  occupations.   Our  audit  found  that  75  percent  of  the  aliens  worked  for 
employers  who  failed  to  adequately  document  that  the  wages  on  the  labor  condition 
application  were  in  fact  the  proper  wages.    In  addition,  the  audit  found  that,  out  of  those 
employees  whose  wages  could  be  determined,  1 9  percent  were  being  paid  below  the 
prevailing  wages  specified  by  the  program.    Moreover,  we  found  that  some  of  the  H- 1 B 
Labor  Condition  Application  employers  used  foreign  workers  to  reduce  their  payroll  costs, 
either  by  paying  less  than  the  prevailing  wage,  or  by  treating  the  workers  as  "independent 
contractors"  —  thereby  avoiding  having  to  pay  prevailing  wages. 

Mr.  Chairman,  with  annual  program  expenditures  of  approximately  $50  million,  the 
OIG  is  of  the  opinion  that  the  DOL's  foreign  labor  programs  do  little  to  "add  value"  to  the 
process.    Based  upon  these  findings,  the  OIG  has  recommended  that  these  programs  should  be 
eliminated.   If  such  programs  are  allowed  to  continue,  I  am  of  the  opinion  that  significant 
changes  must  be  made  to  ensure  that  American  workers'  jobs  and  wages  are  protected. 


DOL  Financial  Management 

Another  area  where  the  OIG  has  made  significant  strides  is  in  the  way  that  the 
Department  manages  its  finances.   In  1 986  (four  years  prior  to  the  enactment  of  the  Chief 
Financial  Officers  Act),  the  OIG  began  to  audit  the  financial  statements  of  all  of  the 
Department's  agencies.    Our  initial  findings  were  restricted  because  of  the  Department's   poor 
accounting  systems  and  record-keeping  practices.   As  a  result,  many  of  our  initial  reports 
contained  numerous  caveats  which  qualified  our  opinions  as  to  the  status  of  agency  finances. 
Most  of  these  qualifications  were  due  to  problems  in  the  Department's  accounting  methods. 
The  OIG  has  worked  closely  with  the  Department  to  improve  these  methods.   Consequently, 
the  current  financial  statement  audit  contains  only  two  qualifications,  both  of  which  are 
beyond  the  control  of  the  Department. 


MM 
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Mine  Safety  and  Health  Corruption 

Along  with  our  audit  responsibilities,  the  OIG  also  has  the  responsibility  for 
conducting  criminal  investigations  into  allegations  of  fraud  or  corruption  in  DOL  programs. 
One  area  that  the  OIG  has  devoted  considerable  investigative  resources  is  that  of  mine  safety. 
The  OIG  has  focused  its  attention  on  allegations  of  corruption  by  Mine  Safety  and  Health 
Administration  (MSHA)  inspectors  in  Kentucky  and  West  Virginia.   Most  of  these 
investigations  involve  complaints  that  inspectors  extort  mine  owners  or  accept  money  or  other 
items  of  value  in  exchange  for  not  properly  performing  their  official  inspection  duties. 

We  consider  these  MSHA  integrity  investigations  to  be  very  significant  because 
miners'  lives  are  literally  at  stake  when  an  inspector  is  compromised.    Since  the  beginning  of 
Fiscal  Year  1995,  9  mine  inspectors  have  either  plead  guilty  or  been  found  guilty  of 
corruption  charges  stemming  from  our  investigations.   Our  results  demonstrate  the  OIG's  and 
MSHA  top  management's  commitment  to  ensure  that  nothing  but  the  highest  integrity  in  such 
inspection  programs  is  acceptable.   They  also  serve  as  a  warning  to  those  individuals  willing 
to  disregard  their  official  responsibilities  in  favor  of  personal  gain  that  they  will  be  sought  out 
and  prosecuted  for  their  actions.   The  OIG  has  recently  assisted  MSHA  management  in  the 
development  of  a  special  ethics  training  program  and  video  which  will  be  provided  to  all 
Federal  mine  inspectors. 

In  addition,  MSHA  has  requested  OIG  assistance  in  improving  its  integrity  program  by 
studying  the  policies  and  procedures  of  other  regulatory  agencies  at  the  federal,  state  and  local 
levels.   The  OIG  has  been  particularly  encouraged  by  the  positive  steps  taken  by  MSHA 
management.   This  cooperative  effort  by  both  the  OIG  and  MSHA  will  strengthen  miners' 
confidence  in  the  safety  of  the  mines  in  which  they  work. 


Union  Corruption 

Another  area  of  responsibility  for  the  OIG  falls  under  the  jurisdiction  of  the  OIG's 
Division  of  Labor  Racketeering.   The  Division  of  Labor  Racketeering  conducts  criminal 
investigations  to  eliminate  the  influence  of  organized  crime,  labor  racketeering,  and  corruption 
in  employee  benefit  plans,  labor-management  relations,  and  unions.   The  Labor  Racketeering 
Division  employs  an  effective  strategy  utilizing  the  powers  of  the  court,  through  the 
development  of  civil  racketeering  cases,  to  address  the  underlying  cause  of  labor  racketeering 
problems  —  the  influence  of  organized  crime  over  labor  unions. 

In  1985,  the  President's  Commission  on  Organized  Crime  identified  four  international 
unions  under  the  control  of  La  Cosa  Nostra:  the  International  Brotherhood  of  Teamsters,  the 
Laborers  International  Union  of  North  America,  the  Hotel  Employees  and  Restaurant 
Employees  International  Union  (HEREIU),  and  the  International  Longshoremen's  Association. 
After  considerable  work  by  our  agents  and  some  innovative  approaches  by  the  Justice 
Department,  there  has  been  real  progress  in  combatting  the  influence  of  organized  crime  in 
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these  unions.    In  1989,  the  Government  entered  into  an  agreement  with  the  Teamsters  union 
to  eradicate  the  corrupt  influences  in  their  organization.   In  March  1995,  the  Government 
entered  into  a  similar  agreement  with  the  Laborers  International  Union  of  North  America.    A 
September  1995,  Civil  Racketeer  Influenced  and  Corrupt  Organizations  Act  (RICO)  settlement 
with  the  HEREIU  marks  the  third  international  union  that  has  agreed  to  root  out  corruption 
from  its  ranks. 

The  investigation  of  HEREIU  was  conducted  by  the  OIG  and  the  Federal  Bureau  of 
Investigation,  and  established  that  the  HEREIU' s  General  Executive  Board  had  operated  the 
union  as  a  racketeering  enterprise.   Racketeering  acts  by  the  General  Executive  Board 
included:  appointing  organized  crime  members  and  associates  to  positions  within  the 
HEREIU;  permitting  improper  expenditures  of  union  assets,  and  aiding  HEREIU  officials  in 
accepting  items  of  value  from  employers.   Based  upon  the  investigation,  a  civil  racketeering 
complaint  was  filed  by  the  Department  of  Justice  and  a  settlement  reached  with  the  HEREIU. 
The  agreement  and  the  Court's  decree  required  the  appointment  of  a  monitor  who  is 
empowered  by  the  court  to  investigate  corruption  within  HEREIU,  remove  corrupt  officials, 
and  oversee  operations  of  the  union.   The  consent  decree  also  calls  for  the  establishment  of  an 
ethical  practices  code  and  a  public  review  board.    Six  of  the  union's  executive  board  members 
have  either  resigned  or  retired  since  the  beginning  of  negotiations  for  this  settlement.   The 
OIG  is  supporting  the  efforts  of  the  court-ordered  monitor  to  combat  the  influence  of 
organized  crime  in  the  union.   With  the  settlement  of  this  racketeering  case  against  the 
HEREIU,  the  government  has  addressed  the  mob's  control  over  three  of  the  four  international 
unions  identified  by  the  President's  Commission  on  Organized  Crime. 

Mr.  Chairman,  I  would  like  to  point  to  another  OIG  case  involving  corruption  in  a 
large  international  union.   Last  July,  five  officers  of  the  largest  maritime  union  in  the  United 
States,  the  Marine  Engineers  Beneficial  Association  of  America/National  Maritime  Union 
were  convicted  of  racketeering  in  a  scheme  involving  the  theft  of  $2  million  dollars  of  union 
funds,  election  fraud,  and  extortion  of  political  action  fund  contributions.   In  addition,  all  five 
officers  were  convicted  of  soliciting  blank  election  ballots  from  union  members  and  then 
voting  the  ballots  for  themselves.   They  also  tampered  with  legitimate  ballots  and  replaced 
them  with  improperly  obtained  ballots. 

This  investigation  identified  longstanding  election  fraud  and  coercive  political  action 
fund  solicitation  practices  in  the  maritime  industry.   The  investigation  showed  that  the  union 
officials  sought  only  to  benefit  themselves  and  failed  to  uphold  the  high  calling  of  their  union 
offices.    Aside  from  the  deterrent  effect  on  future  abuses  by  union  officers  in  elections,  this 
case  is  significant  for  the  legal  precedent  that  it  establishes  in  the  use  of  the  mail  fraud  statute 
in  fraudulent  state  and  local  elections.   This  prosecution  is  also  the  first  RICO  conviction  of 
the  entire  governing  board  of  a  national  union,  and  is  the  first  conviction  of  national-level 
union  officers  in  the  District  of  Columbia  in  over  20  years. 

Mr.  Chairman,  this  concludes  my  prepared  statement.    I  would  be  pleased  to  answer 
any  questions  that  you  or  the  Subcommittee  may  have. 
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Mr.  Porter.  Mr.  Bloom? 

Opening  Statement  of  Mr.  Bloom 

Mr.  Bloom.  Thank  you,  Mr.  Chairman.  This  is  actually  my  first 
appearance  before  this  committee,  being,  I  guess,  the  new  kid  on 
the  block,  being  sworn  in  in  January  as  the  IG  of  the  Department 
of  Education. 

I  thank  you  for  the  opportunity  to  meet  and  discuss  our  1997 
budget  request  to  support  our  salaries  and  expenses,  as  well  as  to 
discuss  other  management  issues  within  the  Department  of  Edu- 
cation. 

Our  request  is  for  $30.5  million  to  support  322  FTE.  Our  current 
on-board  is  311  people,  which  is  a  14  percent  decrease  from  our 
1993  FTE  usage  of  363  people. 

This  request,  the  $3.5  million,  is  what  we  think  is  a  bare  bones 
request  if  we  are  to  meet  the  challenge  of  fighting  fraud,  waste, 
and  abuse  in  the  Department  of  Education  programs. 

In  keeping  with  the  spirit  of  a  more  efficient  and  effective  gov- 
ernment, we  have  taken  significant  steps  to  streamline  our  Office 
of  Inspector  General  organization. 

As  the  OIG,  we  believe  it  is  important  to  be  out  front,  and  here 
are  some  of  the  things  that  we've  done  in  the  last  12  months  to 
make  our  organization,  the  OIG,  more  efficient  and  effective. 

We're  in  the  process  of  closing  two  offices,  one  in  Baton  Rouge, 
one  in  Denver. 

We're  in  the  process  of  turning  five  former  full-scale  offices  into 
telecommuting  offices  where  we're  cutting  our  real  estate  expense 
over  60  percent  from  the  prior  year  in  those  offices. 

We  have  flattened  our  organization  by  taking  out  a  layer  of  mid- 
dle management.  Our  supervisory-to-staff  ratio  has  gone  from  one- 
to-six  to  one-to-thirteen,  and  we  believe  that's  probably  one  of  the 
best  in  the  Government  right  now. 

We're  also  in  the  process  of  consolidating  our  10  regional  offices 
into  four  geographical  areas  and  managing  them  that  way. 

We  believe  IGs  must  practice  what  we  preach,  and  we  will  con- 
tinue to  study  our  own  operations  with  the  view  of  delivering  maxi- 
mum service  for  the  dollars  that  you  give  us. 

We've  taken  our  hits.  Again,  we  would  ask  that  this  request  be 
thought  of  as  bare  bones. 

So  why  are  we  important  in  the  Office  of  Inspector  General?  I  be- 
lieve, as  fiscal  resources  get  more  scarce  in  the  Government,  it  is 
a  good  investment  to  invest  in  Inspectors  General.  The  recent  his- 
tory of  OIG  is  that  we've  returned  $1.38  directly  in  directly  recov- 
ered costs  for  every  $  1  of  appropriated  funds.  But  then,  again,  this 
is  just  the  direct  recoveries.  If  you  take  into  account  the  improve- 
ments in  controls  and  the  systems  that  have  come  about  because 
of  our  good  work  and  you  factor  that  in,  your  return  on  investment 
would  be  many,  many  times  the  appropriated  funds. 

Our  1997  priorities,  which  are  consistent  with  our  strategic  plan, 
will  emphasize  the  following  areas:  student  financial  assistance 
under  the  Higher  Education  Act;  the  Rehabilitation  Act  program; 
the  Elementary  and  Secondary  programs  under  the  Improving 
America's  Schools  Act;  we'll  spend  a  fair  amount  of  time  on  finan- 
cial management  issues,  as  well  as  procurement  and  contract  is- 
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sues;  we'll  be  spending  some  time  on  audit  resolution  and  on  non- 
Federal  audit  guidance. 

Our  work  will  be  focused  to  provide  the  Congress  and  the  De- 
partment with  data  and  recommendations  for  improving  perform- 
ance and  integrity  in  the  operations  of  the  Department  of  Edu- 
cation, with  an  emphasis  on  the  high-risk  and  high-priority  pro- 
grams. 

We  believe  in  helping  the  Department  to  build  the  appropriate 
controls  and  systems  on  the  front  end.  We  believe  front-end  in- 
volvement to  help  design  the  right  systems  is  every  bit,  if  not  more, 
important  than  doing  it  on  the  back  end. 

So  we  will  continue  in  that  vein,  and  we'll  continue  to  work  on 
such  items  as  the  gate-keeping  process  for  screening  post-secondary 
institutions  that  participate  in  our  student  financial  aid  programs. 

We'll  continue  our  work  at  accrediting  agencies  to  ensure  compli- 
ance with  the  performance  standards  mandated  in  the  1992  legisla- 
tion. 

We'll  continue  our  work  with  the  Federal  loan  programs,  as  well 
as  our  reviews  and  audits  related  to  the  newer  direct  lending  pro- 
gram. 

Also,  Pell  Grants  will  continue  to  be  a  priority  because  of  the 
large  dollar  volume  and  the  vulnerability  to  fraud,  waste,  and 
abuse  because  of  the  design  of  those  programs. 

Our  investigation  resources  will  continue  to  focus  on  student  fi- 
nancial aid  programs,  with  an  emphasis  more  on  large  institutional 
cases  as  opposed  to  individual  beneficiary  cases. 

Again,  as  a  new  Inspector  General,  I  look  forward  to  working 
with  this  committee  and  would  be  more  than  happy  to  answer  any 
questions  you  all  might  have. 

Mr.  Porter.  Thank  you,  Mr.  Bloom. 

[The  prepared  statement  follows:] 
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Mr.  Chairman  and  Members  of  the  Committee, 


Thank  you  for  the  opportunity  to  meet  with  you  today  to  discuss  our 
Fiscal  Year  (FY)  1997  budget  request  to  support  salaries  and  expenses  of  the 
Department  of  Education's  Office  of  Inspector  General  (OIG). 

THE  FY  1997  BUDGET  REQUEST  AND  CURRENT  FINANCIAL 
CHALLENGES  FACING  OIG 

The  Department 's  FY  1997  budget  request  for  OIG  is  $30.5  million  and 
322  full-time  equivalent  positions  (FTE).    The  challenge  we  face  as  we  approach 
FY  1997  is  to  render  the  same  level  of  services  fighting  fraud,  waste  and  abuse 
with  fewer  resources,  as  discussed  below. 

During  the  first  half  of  1996,  we  operated  under  a  continuing  budget 
resolution  that  was  7  lA  percent  below  our  FY  1995  funding  level,  which  did  not 
include  $1.96  million  for  law  enforcement  availability  pay  and  the  annual  audit  of 
Department-wide  financial  statements. 

Since  1993,  we  have  experienced  a  reduction  in  personnel  from  363  to  an 
estimated  311  for  FY  96,  as  shown  below. 


1993  1994  1995  19*6 


Our  organization  has  already  taken  significant  steps  to  meet  the  challenge 
of  working  within  tighter  fiscal  constraints,  including  reducing  administrative 
costs  by: 

•  abolishing  two  offices,  in  Denver  and  Baton  Rouge,  and 
redeploying  positions  in  other  offices  where  the  workload  is 
heavier; 

•  flattening  the  organization  by  removing  middle-management 
layers,  with  the  result  that  our  supervisor-to-employee  ratio  has 
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been  reduced  from  1 :6  in  1992  to  1 :  13  at  present  (exceeding  our 
FY  1999  target  of  1 :  12,  as  set  by  Executive  Order). 

•  closing  five  other  offices  by  moving  staff  to  smaller  and  less 
expensive  telecommuting  sites. 

•  consolidating  our  ten  regional  offices  into  four  geographical  areas; 

We  recognize  our  responsibility  to  contribute  to  the  effort  to  reduce  the 
federal  deficit,  and  we  continue  to  study  our  operation  with  a  view  to  becoming 
leaner  and  more  cost-effective.  Nevertheless,  I  must  ask  this  Committee  not  to 
reduce  the  proposed  funding  for  FY  1 997.  There  is  only  so  much  that  can  be 
done  to  absorb  further  and  deeper  cuts  before  our  resources  reach  a  critical  stage 
beyond  which  the  organization  will  suffer  long-term  negative  consequences  that 
will  prevent  us  from  performing  our  mission.  I  submit  to  you  that  our  mission  is 
critical  to  safeguarding  and  putting  to  their  best  use  increasingly  scarce  federal 
educational  program  funds.  The  OIG  has  historically  recovered  more  than  the  cost 
of  its  operation.  In  a  recent  five-year  period,  OIG  work  led  to  $1 .38  in  recoveries 
for  every  $  1  spent.  And  that  statistic  does  not  capture  other  economies  our  work 
produces:  e.g..  improvement  of  Department  systems  to  prevent  fraud,  waste  and 
abuse;  improved  financial  management;  recommendations  for  legislative  change; 
termination  of  institutions  that  should  not  participate  in  the  Department's 
programs;  and  deterrence  of  wrongdoing  by  program  participants. 

Let  me  turn  now  to  the  work  we  plan  for  FY  1997. 

PIG'S  FY  1997  WORK  PRIORITIES 

Consistent  with  our  strategic  plan,  the  areas  of  emphasis  for  our 
investigative  and  audit  resources  in  FY  1997  will  be: 

student  financial  assistance  programs  under 
the  Higher  Education  Act  (HEA); 

the  Rehabilitation  Act  programs; 

the  elementary  and  secondary  school  programs 
under  the  Improving  America's  Schools  Act  (IASA); 

financial  management; 

procurement; 

audit  resolution;  and 

non-federal  audit  guidance. 
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OIG's  activities  in  the  coming  fiscal  years  will  continue  to  be  targeted  at 
providing  the  Department  and  Congress  with  data  about  and  recommendations  for 
improving  the  performance  and  integrity  of  its  operations  and  high-risk  and  high- 
priority  programs.  Our  work  will  focus  on  systems  improvement  and  increased 
cost  effectiveness,  with  particular  emphasis  on  products  that  will  be  useful  for 
upcoming  legislative  reauthorizations  — 

•  the  Rehabilitation  Act  will  be  subject  to  reauthorization  in 
September  1996; 

•  the  HEA  will  be  reauthorized  in  1997; 

•  the  I  AS  A  will  be  reauthorized  in  1 999. 

This  work  requires  advance  planning  and  in-depth  and  complex  audit, 
evaluation  and  investigative  work  which  we  believe  will  be  invaluable  to 
Congress  and  the  Department  in  determining  how  to  redesign  federal  educational 
programs.  The  goal,  in  our  view,  should  be  to  build  in  appropriate  controls  and 
self-enforcing  mechanisms  to  prevent  fraud,  waste  and  abuse  rather  than  rely  on 
"after-the-fact"  or  "back-end"  fixes.  For  example,  we  have  been  a  proponent  of 
performance  measures,  and  we  will  continue  to  perform  work  that  demonstrates 
the  need  for  and  feasibility  of  such  measures. 

We  will  continue  our  oversight  of  another  front-end  control,  the 
Department's  gatekeeping  process  for  screening  the  postsecondary  institutions 
that  may  participate  in  the  lucrative  student  financial  assistance  programs.  We 
are  currently  working  with  the  Department  on  its  initiative  to  improve  this 
process.  We  also  plan  to  continue  our  audit  work  at  accrediting  agencies  to 
follow  up  on  our  previous  audit  work  that  indicates  that  accrediting  agencies  are 
not  developing  and  appropriately  applying  performance  standards  mandated  by 
the  1992  HEA  Reauthorization. 

One  particular  and  continuing  challenge  we  face,  in  light  of  our  declining 
resources,  is  evaluating  the  relatively  new  and  complex  Direct  Loan  Program 
under  the  Higher  Education  Act.  This  program  has  generated  enormous 
Department  activity  and  intense  congressional  interest.  Indeed,  at  the  request  of 
the  House  Committee  on  Economic  and  Educational  Opportunity,  we  are 
currently  conducting  a  management  review  of  the  office  in  the  Department  that 
administers  the  Direct  Loan  Program  and  the  parallel  Federal  Family  Education 
Loan  Program  (FFEL).  In  FY  1996  and  continuing  into  FY  1997,  our  planned 
audit  work  in  this  area  will  include  in-depth  reviews  of  the  system  and  controls  at 
a  sample  of  institutions  participating  in  the  Direct  Loan  Program  to  provide  data 
to  the  Department  and  Congress  on  how  the  program  is  functioning  thus  far  and 
recommendations  for  improvement. 
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While  circumstances  dictate  that  we  must  make  the  Direct  Loan  Program 
an  audit  priority,  we  recognize  the  need  to  continue  our  scrutiny  of  the  pre- 
existing FFEL  program,  given  its  large  size  and  vulnerability  to  fraud,  waste  and 
abuse  because  of  poor  program  design  and  administration.  This  requires  on- 
going balancing  and  prioritization  of  resources,  given  the  budget  constraints  I 
have  previously  described.  We  are  and  will  continue  to  focus  audit  and 
investigative  efforts  on  guaranty  agencies  and  particularly  their  use  of  federal 
reserve  funds,  their  allocation  of  costs  and  the  potential  conflicts  of  interest  when 
guaranty  agencies  operate  for-profit  servicing  and  other  loan-related  subsidiaries. 

Similarly,  we  must  continue  our  audit  work  on  the  Pell  Grant  Program, 
another  large-dollar  program  particularly  vulnerable  to  fraud,  waste  and  abuse 
because  of  poor  program  design  and  administration.  Our  principal  focus  will  be 
in  the  following  areas:  (i)  up-front  controls  to  ensure  that  only  eligible  students 
receive  grants  and  that  the  grant  amounts  are  accurate;  (ii)  accurate  processing  of 
Pell  applications  by  participating  institutions;  and  (iii)  controls  to  ensure  the 
accuracy  of  institutional  reporting  which  result  in  Pell  Grant  authorization  levels 
and  the  accounting  for  grant  expenditures. 

Our  investigative  resources  will  continue  to  be  concentrated  primarily  on 
the  student  financial  assistance  programs,  with  a  focus  on  large  institutional  cases 
that  have  maximum  programmatic  and  dollar  impact.  In  recent  years,  we  have 
made  a  conscious  decision  to  shift  away  from  single-beneficiary  cases,  placing 
less  emphasis  on  sheer  numbers  of  cases,  indictments  and  convictions.  While  this 
shift  is  resource-intensive,  we  believe  this  is  the  appropriate  manner  to  carry  out 
our  mandate  to  fight  fraud  and  abuse  and  highlight  systemic  problems  that  need 
regulatory  and  legislative  fixes.    On-going  investigative  efforts  will  continue  in 
FY  1997  to  target  the  following:  loan  servicers'  and  lenders'  falsification  of  due 
diligence  on  student  loans;  misuse  by  school  owners  and  administrators  — 
particularly  at  short-term  trade  and  technical  schools  —  of  program  funds  for 
personal  gain  resulting  in  losses  to  the  Department  and  students;  student 
assistance  marketing  companies  that  facilitate  the  submission  by  students  of 
fraudulent  federal  aid  applications;  and  misuse  by  guaranty  agency  officials  of 
federal  reserve  funds. 

In  addition,  in  order  to  address  systemic  problems  that  affect  the  integrity 
of  both  student  and  institutional  data,  OIG  investigators  will  be  actively  pursuing 
national  projects  that  target  specific  vulnerabilities  and  identify  cases  for  further 
investigation.  For  example,  one  project  involves  students  who  have  previously 
defaulted  on  loans  and  have  subsequently  received  additional  funds  by 
misrepresenting  their  previous  loan  status.  Another  such  project  involves  the 
fraudulent  use  of  federal  financial  aid  to  recruit  ineligible  student  athletes. 
Abuses  involving  foreign  medical  schools  is  another  on-going  project  we  will  be 
pursuing  in  FY  1997. 
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OIG  auditors  will  continue  their  efforts  to  improve  the  quality  of  non- 
federal audits  performed  at  entities  that  receive  significant  funding  from 
Department  programs.  The  Department  relies  on  these  audits  as  a  basis  for 
monitoring  its  programs  and  ensuring  their  fiscal  integrity.  OIG  wall  continue  to 
develop  and  update  audit  guidance,  provide  training  on  that  guidance  to 
independent  public  accountants,  and,  using  the  results  of  quality  control  reviews, 
measure  audit  quality. 

OIG  will  continue  to  carry  out  a  major  audit  of  the  Vocational 
Rehabilitation  Program,  in  preparation  for  the  upcoming  reauthorization  of  the 
Rehabilitation  Act.    The  results  of  our  audit  work  will  be  provided  to  Department 
teams  working  on  the  reauthorization  and  to  interested  congressional  committees. 
The  issues  that  we  are  currently  auditing  include:  intra-departmental  coordination 
in  administering  the  programs  between  the  Rehabilitative  Services  Administration 
and  the  Office  of  Special  Education  and  Rehabilitative  Services;  the  decline  of 
successful  case  closures;  the  accuracy  of  state  reporting  of  program  income  and 
use  of  program  funds;  and  the  efficacy  of  the  current  allocation  method  for 
program  funds. 

We  intend  to  conduct  audit  work  on  the  recently  reauthorized  elementary 
and  secondary  school  programs  under  the  IASA.  This  work  will  be  designed  to 
assist  the  Department  and  Congress  in  the  1999  reauthorization  process.  We  are 
currently  engaged  in  survey  work,  in  collaboration  with  Department,  state  and 
local  officials,  and  congressional  committee  staffers  to  identify  key  issues.  We 
foresee  our  work  focusing  on  ensuring  accountability  for  the  federal  funds  and  the 
achievement  of  expected  performance  objectives,  in  light  of  the  increased 
flexibility  that  the  IASA  now  gives  to  state  and  local  school  district  recipients  of 
these  federal  funds. 

OIG  has  taken  the  leading  role  on  an  initiative  called  "Cooperative  Audit 
Resolution"  in  connection  with  audits  of  programs  involving  federal  funds  going 
to  states  and  other  public  entities.  We  are  and  will  continue  in  FY  1997  to  work 
closely  with  the  Department  and  with  states  to  develop  alternative  approaches  to 
resolving  audits  in  a  more  efficient  and  effective  manner  and  rethinking  how 
oversight  can  work  better  to  help  solve  recurring  problems.  The  overall  goal  is  to 
improve  education  programs  and  student  performance  at  state  and  local  levels 
through  better  use  of  audits,  monitoring,  and  technical  assistance.    This  initiative 
seeks  to  place  less  emphasis  on  how  much  money  should  be  recovered  for  past 
violations  and  more  on  finding  workable  solutions  for  the  future.  We  have  also 
taken  the  lead  in  working  with  other  agency  offices  of  inspector  general  and  the 
Office  of  Management  and  Budget  (OMB)  on  government-wide  cooperative  audit 
resolution  initiatives. 

OIG  has  also  taken  the  lead  in  the  process  to  revise  OMB's  Compliance 
Supplement  for  Education  Programs,  an  audit  guide  that  is  used  for  virtually  all 
state  and  local  single  audits  of  elementary  and  secondary  education  programs.  In 
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this  process,  which  will  continue  into  FY  1997,  we  are  collaborating  with  state 
and  local  officials.  Our  objective  is  to  provide  state  and  local  auditors  more 
meaningful  guidance  on  the  most  important  program  issues.  The  first  audits  of 
the  $10+  billion  IASA  programs  using  this  compliance  supplement  will  be 
conducted  this  summer. 

We  will  continue  our  on-going  project  to  identify  and  review  high-risk 
grants  and  contracts,  and  we  will  be  conducting  reviews  to  ensure  accountability 
for  the  funds  involved.  We  plan  to  audit  the  Department's  20  largest  contractors, 
which  account  for  over  one-half  of  the  Department's  contract  funds. 

OIG  soon  will  embark  on  a  special,  wide-ranging  review  of  the 
Department's  operations  and  administrative  systems  and  procedures,  which  we 
anticipate  will  carry  into  FY  1997.  These  management  reviews  will  provide 
managers  with  recommendations  on  ways  to  better  manage  the  Department  and 
realize  greater  efficiencies  in  resource  utilization.  We  plan  follow-up  reviews  to 
ensure  implementation  of  remedial  actions. 

LEGISLATIVE  INITIATIVES:  FINANCIAL  STATEMENT  AUDIT: 
ASSET  FORFEITURE  EQUITABLE  SHARING 

This  Committee  has  in  the  past  asked  my  predecessor  to  point  to 
legislative  initiatives  within  its  purview,  rather  than  the  purview  of  the  program 
authorizing  committees.  One  such  initiative  I  have  already  discussed  is  to 
provide  funding  for  the  Department-wide  financial  statement  audit  mandated  by 
the  Government  Management  and  Reform  Act  of  1994. 

I  would  like  to  focus  on  another  initiative  which  is  of  vital  importance  to 
us  in  light  of  the  current  resource  shortfalls  I  have  already  described  ~  the 
legislative  authority  to  receive  monetary  proceeds  from  asset  forfeitures  in  our 
investigative  cases. 

Asset  forfeiture  is  a  powerful  law  enforcement  tool  which  is  aimed  at 
taking  the  profit  out  of  crime.  It  is  particularly  appropriate  in  the  context  of  our 
student  financial  assistance  program  fraud  cases,  because  the  sole  motive  of  the 
perpetrators  is  to  enrich  themselves  at  the  federal  taxpayers'  and  students' 
expense.  Asset  forfeiture  is  also  an  extremely  useful  mechanism  for  recovering 
money  in  our  cases,  because  we  otherwise  often  encounter  legal  obstacles  to 
recovering  from  individual  perpetrators. 

Our  OIG  investigators  are  responsible  for  some  significant  asset  seizures 
in  California,  Puerto  Rico,  Boston  and  Texas  from  owners  of  trade  schools  who 
defrauded  the  student  loan  and  grant  programs.  There  is  only  one  catch  —  unlike 
some  other  law  enforcement  agencies,  ED/OIG  does  not  have  the  legal  authority 
to  receive  proceeds  from  these  seizures.  For  example,  we  recently  lost  the 
opportunity  to  share  in  the  proceeds  of  $  1 .2  million  that  was  forfeited  by  the 
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owner  of  a  Texas  truck  driving  school  who  had  defrauded  the  student  loan 
programs.  The  other  federal  law  enforcement  agency  involved  readily 
acknowledged  that  we  had  performed  the  lion's  share  of  the  work  and  accordingly 
should  receive  a  substantial  portion  of  the  proceeds  of  the  seized  assets.  But 
because  we  did  not  have  the  statutory  authority  to  receive  the  money,  it  went  to 
another  federal  law  enforcement  agency.  What  is  more,  we  could  not  accept 
reimbursement  for  our  substantial  investigative  costs  related  to  the  case. 

The  money  from  the  seizures  in  our  cases  must  go  into  the  asset  forfeiture 
funds  of  other  agencies:  Department  of  Justice,  Treasury  or  Postal  Service.  State 
law  enforcement  entities  that  contribute  to  federal  cases  leading  to  seizures  can 
under  federal  law  get  an  "equitable  share"  of  the  proceeds  of  the  seizures 
commensurate  with  their  efforts  on  the  case.  Our  position  is  that  OIG  should  be 
in  at  least  the  same  position  as  these  state  agencies  by  being  able  to  receive  our 
equitable  share  of  proceeds  of  seized  assets.  This  would  not  be  unprecedented. 
In  1994  and  1995,  Congress  included  just  such  provisions  in  appropriations  bills 
for  the  IGs  at  the  Departments  of  Health  and  Human  Services  and  Agriculture. 
(In  the  case  of  HHS,  the  language  was  dropped  the  following  year,  for  reasons 
about  which  we  are  not  entirely  clear.) 

For  about  three  years,  we  have  aggressively  explored  non-legislative 
options,  such  as  working  with  existing  agency  funds,  but  our  efforts  have 
consistently  been  frustrated  by  statutory  and  bureaucratic  obstacles.  The  Justice 
Department  has  reported  that  its  asset  forfeiture  fund  held  $549.9  million  in  1994. 
We  cannot  receive  any  proceeds  from  this  or  any  other  fund  to  defray  the  costs  of 
our  investigations,  except  in  very  limited  circumstances.    I  ask  this  Committee  to 
work  with  my  staff  to  draft  legislation  necessary  to  give  us  the  authority  to 
receive  an  equitable  share  of  asset  forfeiture  proceeds  from  our  cases. 

Mr.  Chairman  and  Members  of  the  Committee,  this  concludes  my 
statement.  I  will  be  happy  to  respond  to  any  questions. 
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Mr.  Porter.  Ms.  Brown? 

Opening  Statement  of  June  Gibbs  Brown 

Ms.  Brown.  Good  afternoon,  Mr.  Chairman. 

I  am  pleased  to  present  our  fiscal  year  1997  appropriation  re- 
quest for  HHS  OIG.  I  have  with  me  today  Mike  Mangano,  my  dep- 
uty. 

I'll  focus  my  remarks  on  fraud  in  the  Medicare  program  and  sav- 
ings that  can  be  achieved  through  aggressive  efforts  to  reduce 
fraud,  waste,  and  abuse. 

The  Congressional  investment  in  OIG  for  health  care  fraud  and 
abuse  investigations  has  yielded  substantial  return.  In  1995,  for  ex- 
ample, we  returned  over  $10  for  every  $1  spent. 

The  return  on  investigative  activity,  however,  is  only  part  of  the 
story.  Since  1981,  the  estimated  overall  return  on  the  Federal  in- 
vestment in  the  OIG  has  totaled  over  $75  billion  in  fines,  restitu- 
tion, settlements,  receivables,  and  savings  to  the  Federal  Govern- 
ment. The  bulk  of  these  savings  is  due  to  audits  and  evaluations 
of  the  Department's  programs. 

Last  year  alone,  the  OIG  generated  fines,  restitutions,  penalties, 
receivables,  and  savings  of  over  $10.2  billion  or  $115  billion  for 
every  $1  appropriated  for  our  office. 

From  1983  to  date  our  office  has  excluded  over  10,000  health 
care  providers  and  practitioners,  and  only  about  25  of  these  sanc- 
tions have  been  overturned  in  the  administrative  and  judicial  re- 
view process. 

During  1995,  alone,  1,563  individuals  and  entities  were  sanc- 
tioned. 

Despite  our  efforts,  it's  clear  that  health  care  fraud  and  abuse  is 
increasing.  FY  1996  has  been  a  particularly  challenging  year  for 
the  OIG.  The  Government  shut-downs,  which  resulted  in  furlough- 
ing  95  percent  of  the  OIG  staff,  forced  the  suspension  of  OIG  inves- 
tigations and  audit  activities,  and  disrupted  our  participation  with 
U.S.  attorneys  in  prosecuting  health  care  fraud. 

Additionally,  operating  under  restrictive  continuing  resolutions 
was  difficult.  We  were  particularly  hampered  by  the  lack  of  funds 
for  travel  and  related  field  work  expenses,  which  are  essential  to 
auditors  and  investigators. 

Nevertheless,  we  remain  committed  to  ferreting  out  fraud,  waste, 
and  abuse  in  departmental  programs.  We  continue  to  examine  our 
priorities  and  use  innovative  techniques  to  deploy  our  resources  in 
the  most  efficient  and  effective  manner  possible. 

Let  me  mention  two  such  innovative  efforts. 

Operation  Restore  Trust  is  a  new  program  where  vulnerabilities 
in  three  specific  program  areas — home  health  agencies,  nursing  fa- 
cilities, and  medical  equipment  and  supplies — have  been  of  particu- 
lar concern  to  us. 

Operation  Restore  Trust  was  established  to  target  these  areas  in 
five  States  as  a  demonstration  project.  They  are:  California,  Flor- 
ida, New  York,  Texas,  and  Illinois.  Together,  these  States  account 
for  almost  40  percent  of  the  Nation's  Medicare  and  Medicaid  bene- 
ficiaries. 

The  project  is  now  one  year  old,  and  already  we've  accomplished 
much.  Since  the  beginning  of  ORT,  we've  obtained  53  convictions 
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and  93  exclusions.  These  actions  have  resulted  in  over  $42.3  mil- 
lion in  fines,  recoveries,  settlements,  and  civil  monetary  penalties 
and  audit  disallowances.  In  fact,  since  this  was  written  we  just  re- 
covered $3.5  million  in  an  additional  settlement. 

Over  270  active  fraud  investigations  are  now  underway.  We've 
undertaken  scores  of  audits  of  providers  to  determine  if  payments 
were  properly  made,  and  have  identified  millions  of  dollars  in  po- 
tential overpayments. 

Program  evaluations  and  audits  have  identified  billions  of  dollars 
in  trust  fund  money  that  can  be  saved  through  program  changes 
to  prevent  fraud,  waste,  and  abuse. 

In  addition,  our  second  innovation  plan  is  one  of  a  partnership 
plan  with  State  auditors,  and  I  have  a  booklet  I'd  like  to  provide 
the  subcommittee,  if  I  could,  describing  that  plan. 

To  date,  we've  established  partnerships  with  15  State  Auditors 
and  11  State  Medicaid  agencies,  and  are  working  with  another  four 
States  to  form  additional  partnerships. 

At  this  early  stage  in  its  development,  our  partnership  plan  has 
resulted  in  identification  of  more  than  $28  million  in  potential 
overpayments  made  under  the  Medicaid  program. 

In  addition  to  recovering  taxpayer  dollars,  we  believe  this  part- 
nership will  result  in  program  improvements  and  will  reduce  the 
cost  of  providing  needed  services  to  Medicaid  beneficiaries. 

We're  submitting  copies  of  our  partnership  plan  this  afternoon. 

The  funds  requested  for  FY  1997  $74,949  million  in  total 
pbligational  authority,  will  be  used  to  focus  our  efforts  on  combat- 
ing fraud,  waste,  and  abuse  in  the  vulnerable  program  areas  of 
HHS. 

The  Administration's  1997  budget  request  also  includes  a  pro- 
posed Medicare  anti-fraud  and  abuse  program,  or  MAAP,  as  we  call 
it,  which  would  provide  additional  funding  to  continue  our  fight 
against  Medicare  fraud  such  as  we've  demonstrated  in  the  ORT 
project,  on  a  national  scale. 

Currently,  the  MAAP  concept  is  being  considered  in  legislation 
pending  before  Congress,  H.R.  3103. 

With  the  problems  of  fraud  and  abuse  in  the  health  care  system 
looming  large  amid  scarce  resources,  we  believe  a  substantial  in- 
crease in  our  resources  is  needed  to  prevent  and  detect  such  fraud. 

In  summary,  our  office  continues  to  be  committed  to  achieving 
ambitious  objectives  and  demonstrating  meaningful,  useful  results. 
The  subcommittee  can  be  assured  that  the  resources  invested  in 
our  office  have  been  and  will  continue  to  be  productive  to  the  inter- 
ests of  both  taxpayers  and  beneficiaries. 

That  concludes  my  oral  testimony.  I'd  be  happy  to  answer  any 
questions. 

Mr.  Porter.  Thank  you,  Ms.  Brown. 

[The  prepared  statement  follows:] 
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INTRODUCTION 

Mr.  Chairman  and  members  of  the  subcommittee,   I  am  pleased  to  appear  before  you 
today  to  present  the  Fiscal  Year  (FY)  1997  appropriations  request  for  the  Office  of 
Inspector  General  (OIG)  at  the  Department  of  Health  and  Human  Services  (HHS).   The 
OIG  was  established  in  1976,  and  is  statutorily  charged  with  protecting  the  integrity  of 
HHS  programs,  as  well  as  promoting  their  economy,  efficiency,  and  effectiveness. 
Through  a  comprehensive  program  of  audits,  program  evaluations,  and  investigations,  we 
strive  to  detect  and  prevent  fraud,  waste,  and  abuse,  and  to  ensure  that  our  programs 
provide  high  quality,  necessary  services,  at  appropriate  payment  levels. 

Within  HHS,  the  OIG  is  an  independent  organization,  reporting  to  the  Secretary  and 
communicating  directly  with  the  Congress.    We  perform  our  mission  through  an 
organizational  structure  of  regional  and  field  offices  staffed  by  auditors,  investigators,  and 
evaluators.    We  work  closely  with  other  law  enforcement  agencies,  including  the 
Department  of  Justice,  the  Inspectors  General  in  other  Federal  agencies,  and  State  and  local 
authorities.     We  also  coordinate  with  private  third-party  payers. 

PROGRESS  REPORT  ON  ACCOMPLISHMENTS 

Dollar  Savings  Reached  a  New  High  in  FY  1995 

One  important  indicator  of  the  OIG's  success  over  the  years  has  been  the  savings 
accruing  to  the  Federal  Government  as  a  result  of  our  activities.    Since  1981,  the  estimated 
return  on  Federal  investment  in  OIG  has  totaled  over  $75  billion  in  fines,  restitutions, 
settlements,  receivables,  and  savings  to  the  Federal  Government.   Last  year  alone,  the  OIG 
accounted  for  over  $10.2  billion  in  these  areas. 

Over  the  years,  the  OIG  has  substantially  increased  its  return  to  the  public  as  a  result 
of  taxpayer  dollars  invested  in  OIG  activities:  from  $160,000  per  OIG  employee  in  FY 
1981  to  $9.7  million  per  OIG  employee  in  FY  1995. 

Another  way  of  measuring  the  OIG's  savings  rate  is  to  compare  dollars  appropriated 
to  OIG  with  dollars  saved  as  a  result  of  OIG's  efforts.     In  FY  1981,  the  OIG  generated 
savings  of  $4  for  every  dollar  appropriated  to  it.    In  FY  1995,  the  savings  grew  to  $115  for 
every  dollar  appropriated.    We  believe  these  increases  derive  from  improved  efficiencies  in 
how  we  conduct  our  work,  as  well  as  from  the  general  growth  in  the  cost  of  Medicare  and 
other  HHS  programs,  and  the  corresponding  magnitude  of  fraud  and  abuse  schemes. 
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Savings  to  Federal  Government 
FY  1981  and  1991  - 1995 


1991       1992      1993      1994      1995 


OIQ  Return  on  Investment 
Savings  per  dcfler  invested 


Prosecutions  for  Fraud  Declined  in  FY  1995 

In  FY  1995,   OIG  investigations  yielded  620  successful  judicial  prosecutions.    We 
refer  those  individuals  and  entities  for  prosecution,  for  example,  who  fraudulently  obtain 
AFDC  benefits,  who  improperly  claim  Medicare  and  Medicaid  reimbursements,  who 
engage  in  telemarketing  schemes  to  defraud  beneficiaries,  and  who  misuse  government 
grant  or  contract  funds.   We  are  also  responsible  for  working  with  U.S.  Attorneys  to 
prosecute  corruption  detected  among  Departmental  employees. 

Although  the  number  of  prosecutions  had  risen  steadily  over  several  years,  we 
experienced  a  decline  in  FY  1995.   The  decline  was  attributable  to  the  transfer  of  259  FTE, 
or  20  percent  of  the  OIG  staff,  to  the  new  Office  of  Inspector  General  of  the  Social 
Security  Administration  (SSA)  on  March  31,  1995.   The  SSA  OIG  now  has  the 
responsibility  for  investigating  fraud  cases  involving  social  security  programs. 
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Sanctions  Continue  to  Grow  as  an  Important  Weapon  Against  Fraud 

The  OIG,  in  coordination  with  State  health  care  agencies  and  other  Federal  agencies, 
impose  sanctions  against  individuals  or  entities  who  engage  in  fraud  and  abuse,  or  whose 
behavior  demonstrates  a  risk  to  the  integrity  of  the  Medicare,  Medicaid,  and  State  health 
care  programs,  or  to  program  beneficiaries.    Such  sanctioned  individuals  or  entities  are 
prohibited  from  participating  in  Medicare  and  Medicaid  while  sanctions  are  in  effect. 
During  FY  1995,  1,563  such  sanctions  were  imposed  by  the  OIG— a  17  percent  increase 
over  FY  1994,  and  a  30  percent  increase  over  the  prior  5-year  (FY  1990-94)  average. 

FY  1996  OIG  OPERATIONS 

Government  Shutdowns  Have  Impacted  Productivity 

I  would  be  remiss  if  I  did  not  point  out  that  FY  1996  has  been  a  particularly 
challenging  year  for  the  OIG.   The  government  shutdowns,  which  resulted  in  furloughing 
95  percent  of  OIG  staff,  forced  the  suspension  of  OIG  investigations  and  audit  activities, 
and  disrupted  our  participation  with  U.S.  Attorneys  in  prosecuting  health  care  fraud.    Over 
100  audit  assignments  were  delayed  in  starting  or  were  postponed  indefinitely  because  of 
the  furlough.    Our  level  of  production,  when  compared  with  the  same  period  last  year,  is 
down  in  nearly  all  categories—this  includes  the  number  of  reports  issued,  the  number  of 
cases  presented  for  prosecution,  the  amount  of  funds  recovered,  fines  and  penalties 
assessed,  and  exclusion  actions  taken. 

For  example,  during  the  first  quarter  of  FY  1995,  we  opened  about  560  investigative 
cases.   For  the  same  period  in  FY  1996,  we  opened  425  cases— during  the  furlough 
period,  we  opened  only  two  criminal  cases.    We  issued  33  percent  fewer  reports  (54 
reports  compared  to  82  reports),  processed  30  percent  fewer  nonfederal  audits  (861 
compared  to  1,223),  identified  40  percent  fewer  dollars  for  recovery  to  the  Federal 
Government  ($14.2  million  compared  to  $23.8  million),  and  collected  30 percent 
fewer  dollars  approved  for  recovery  ($83,2  million  compared  to  $120.1  million). 

Operating  Under  CRs  Has  Been  Difficult 

With  regard  to  the  impact  of  operating  under  the  series  of  continuing  resolutions 
during  FY  1996,  we  found  little  room  to  maneuver.   Over  95  percent  of  OIG  costs  are 
noncontrollable.   To  absorb  legislated  increases  in  investigator  availability  pay  and  normal 
payroll  costs  and  inflation  in  other  operating  costs  (e.g.,  rent),  our  discretionary  spending 
was  severely  curtailed,  which  impacted  the  scope  of  our  work.   We  were  particularly 
hampered  by  the  lack  of  funds  for  travel  and  related  field  work  expenses,  which  are 
essential  to  auditors  and  investigators. 
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NEW  INNOVATIONS 

Nevertheless,  we  remain  committed  to  ferreting  out  waste,  fraud,  and  abuse  in 
Departmental  programs.    We  continue  to  examine  our  priorities  and  use  innovative 
techniques  to  deploy  our  resources  in  the  most  efficient  and  effective  manner  possible. 

Let  me  mention  two  such  innovative  efforts. 

Operation  Restore  Trust 

While  we  have  found  that  fraud  and  abuse  permeate  all  aspects  of  the  Medicare 
program  and  all  areas  of  the  country,  we  believe  that  some  program  areas  are  more 
vulnerable  than  others.    Vulnerabilities  in  three  specific  program  areas  —  home  health 
agencies,  nursing  facilities,  and  medical  equipment  and  supplies  —  have  been  of  particular 
concern  to  us.    Operation  Restore  Trust  (ORT)  was  established  to  target  these  areas  in  five 
States:  California,  Florida,  New  York,  Texas,  and  Illinois.   Together,  these  States  account 
for  almost  40  percent  of  the  nation's  Medicare  and  Medicaid  beneficiaries.    Operation 
Restore  Trust  is  composed  of  an  interdisciplinary  team  of  Federal  and  State  Government, 
including  our  office,  the  Health  Care  Financing  Administration  (HCFA),  the  Administration 
on  Aging,  the  Department  of  Justice,  State  Medicaid  agencies,  and  State  Medicaid  Fraud 
Control  Units. 

The  project  is  now  one  year  old.   Already  we  have  accomplished  much.    New  and 
innovative  projects  are  underway  to  identify  fraud,  waste,  and  abuse,  from  the  use  of 
computer  technology  and  data  gathering  techniques,  to  personal  contact  with  beneficiaries 
during  the  course  of  provider  audits,  to  the  use  of  State  surveyors  and  long  term- 
ombudsmen  in  the  fight  against  fraud.    We  have  over  270  active  fraud  investigations 
underway. 

Since  the  beginning  of  ORT,  we  have  obtained  53  convictions  and  93  exclusions. 
These  actions  resulted  in  $42.3  million  in  fines,  recoveries,  settlements,  civil  money 
penalties  and  audit  disallowances.    Program  evaluations  and  audits  have  identified  billions 
of  dollars  in  Trust  Fund  money  that  can  be  saved  through  program  changes  to  prevent 
fraud,  waste,  and  abuse. 

Audit  Partnerships 

Another  innovation  we  are  using  as  a  way  to  address  priority  workload  areas  is 
through  a  series  of  partnerships  with  other  Federal,  State,  and  local  entities.    Certainly, 
Operation  Restore  Trust  is  an  example  of  such  a  partnership.    But  we  are  very  much 
encouraged  by  the  success  of  our  Partnership  Plan  with  State  Auditors.    I  should  add,  Mr. 
Chairman,  that  our  Partnership  Plan  has  expanded  beyond  strict  partnerships  with  State 
Auditors  to  other  interested  groups,  including  State  Inspectors  General,  State  Agency 
Internal  Audit  Departments,  HCFA  and  State  Medicaid  Agencies. 

To  date,  we  have  established  partnerships  with  15  State  Auditors,  11  State  Medicaid 
Agencies  and  are  working  with  another  4  States  to  form  additional  partnerships.    We  also 
joined  with  the  National  State  Auditors  Association,  in  an  audit  involving  eight  State 
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Auditors,  on  a  national  project.    At  this  early  stage  in  its  development,  our  Partnership  Plan 
has  resulted  in  identification  of  more  than  $28  million  in  potential  overpayments  made 
under  the  Medicaid  program.    In  addition  to  recovering  taxpayer  dollars,  we  believe  this 
partnership  will  result  in  program  improvements  and  will  reduce  the  cost  of  providing 
needed  services  to  Medicaid  beneficiaries. 

We  are  submitting  copies  of  our  Partnership  Plan  this  afternoon,  and  we  ask  that  they 
be  included  in  the  record. 

FY  1997  BUDGET  REQUEST 

For  FY  1997,  we  are  requesting  $56,139,000  in  general  funds  and  $18,810,000  in 
trust  fund  transfers,  for  a  total  obligational  authority  of  $74,949,000.   This  amount 
represents  a  decrease  of  $4  million  from  the  FY  1996  operating  level.   The  FTE  level  of 
927  has  been  straightlined  from  FY  1996  to  FY  1997. 

Medicare  Anti-fraud  and  Abuse  Program  (MAAP)  Initiative 

We  realize  that  the  requested  decrease  in  our  budget  for  FY  1997  would  not  be 
sufficient  to  fight  the  rampant  increase  in  Medicare  fraud  and  abuse  that  has  become  like  a 
plague  affecting  providers  and  beneficiaries  alike.    However,  there  is  included  in  the 
Administration's  budget  request  a  proposed  new  initiative,  the  Medicare  Anti-fraud  and 
Abuse  Program  (MAAP).    The  MAAP  initiative  would  provide  additional  funding  to 
continue  our  fight  against  Medicare  fraud,  as  we  have  demonstrated  in  the  ORT  project,  on 
a  national  scale.    Legislation  has  been  proposed  in  this  Congress  which  is  similar  to  the 
MAAP  proposal,  and  which  would  build  on  the  proven  effective  aspects  of  ORT  to  engage 
and  coordinate  anti-fraud  efforts  at  all  levels  of  government.    Currently,  the  MAAP  concept 
is  being  considered  in  HR  3103.   In  summary,  the  proposal  calls  for  additional  funding, 
over  our  current  Medicare  base  level  of  effort  of  $43  million,  with  increasing  amounts  over 
the  remaining  years  to  2002.   For  this  investment,  the  OIG  investigations,  audits,  and 
evaluations  would  return  to  the  trust  funds  amounts  averaging  at  least  7: 1  for  the  first  year, 
as  scored  by  the  Congressional  Budget  Office. 

In  summary,  for  an  investment  of  millions  of  dollars  over  6  years,  billions  would  be 
recovered  from  those  perpetrating  fraud  and  abuse  against  the  Medicare  program  and  its 
beneficiaries. 

FY  1997  PLANS 

During  FY  1997,  our  efforts  will  be  concentrated  on  combating  fraud,  waste,  and 
abuse  in  the  vulnerable  program  areas  identified  under  Operation  Restore  Trust.   The 
Federal  Government  spends  hundreds  of  billions  of  dollars  a  year  for  the  health  care  of  our 
nation's  poor  and  elderly,  funded  through  the  Medicare  and  Medicaid  programs.    The 
considerable  and  vital  spending  on  these  programs,  and  the  many  ways  in  which  these  funds 
are  dispersed,  have  made  the  nation's  health  care  system  a  prime  target  for  fraud  and 
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abuse.   Schemers  range  from  large  health  care  organizations  overbilling  the  government  to 
individuals  passing  off  cheap  toys  as  medical  equipment. 

At  the  same  time  health  care  costs  have  risen  dramatically,  the  resources  the 
Government  uses  to  combat  fraud  have  been  steadily  falling,  the  result  of  downsizing, 
shifting  priorities,  and  decreased  funding  for  running  programs.    With  the  problems  of 
fraud  in  the  health  care  system  looming  large  amid  scarce  resources,  we  devised  Operation 
Restore  Trust  as  a  new  way  to  attack  fraud  and  abuse  in  a  more  penetrating  and 
comprehensive  manner.   The  overall  goal  of  ORT  is  to  achieve  a  significant,  nationwide 
reduction  of  fraud  and  abuse  in  the  three  areas  of  home  health,  nursing  facilities,  and 
medical  equipment  and  supplies. 

Home  Health 

In  FY  1990  the  Medicare  program  spent  $3.3  billion  on  home  health.   If  left 
uncontrolled,  program  expenditures  in  this  area  are  expected  to  reach  more  than  $21  billion 
by  the  year  2000.    Numerous  factors  have  contributed  to  this  recent  growth  in  expenditures, 
including  increases  in  both  the  number  of  beneficiaries  using  home  health  services  and  the 
average  number  of  visits  per  beneficiary. 

However,  we  are  concerned  that  part  of  this  increase  may  be  the  result  of  fraud.    In 
the  home  health  industry,  we  have  observed  fraud  in  billing  for  excessive  services  or  for 
services  not  rendered,  using  unlicensed  or  untrained  staff,  falsifying  plans  of  care,  forging 
physician  signatures,  and  accepting  kickbacks. 

We  conducted  a  review  of  home  health  claims  in  Florida  and  found  that  26  percent, 
amounting  to  $16.6  million  of  taxpayer  dollars  for  only  one  month,  did  not  meet  Medicare 
guidelines.  In  just  four  audits  that  we  recently  completed,  or  that  are  in  the  last  stages  of 
completion,  the  costs  we  have  questioned  total  almost  $30  million. 

Nursing  Facilities 

As  a  general  matter,  we  are  concerned  about  the  provision  of  services  and  equipment 
to  beneficiaries  in  nursing  facilities  because  there  are  a  multiplicity  of  providers  who 
provide  services  to  the  beneficiaries.    No  single  individual  or  institution  is  held  responsible 
for  managing  the  beneficiary's  care  and  ensuring  that  only  needed  services  are  delivered  to 
the  patient. 

We  are  also  concerned  that  there  is  inappropriate  cost  shifting  between  Part  A  and 
Part  B  of  the  Medicare  program  in  the  provision  of  Skilled  Nursing  Facility  (SNF)  services. 
For  some  services,  such  as  durable  medical  equipment,  SNFs  must  bill  Medicare  Part  A  on 
the  cost  report  and  cannot  bill  Medicare  Part  B.    For  other  services,  program  requirements 
are  less  clear  and  SNFs  have  the  option  of  billing  Medicare  Part  A  on  the  cost  report  or 
having  suppliers  bill  Medicare  Part  B  directly. 

For  example,  we  found  that  more  than  $10  million  was  incorrectly  billed  to  Part  B 
for  durable  medical  equipment  provided  to  Medicare  beneficiaries  in  SNFs  in  1992.  Our 
work  also  revealed  that  about  $57  million  in  total  enteral  nutrition  charges  were  allowed  in 
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1992  under  Part  B.  Furthermore,  as  much  as  $55  million  was  charged  to  Part  B  for 
rehabilitation  therapy  in  1992,  and  as  much  as  $44  million  was  paid  under  Part  B  for 
surgical  dressings,  incontinence  supplies,  braces,  catheters,  and  similar  items. 

Savings  could  result  if  these  items  were  purchased  by  the  nursing  facility,  acting  as  a 
prudent  purchaser  and  taking  advantage  of  discounts,  rather  than  being  charged  to  Part  B 
and  being  reimbursed  under  fee  schedules.    We  also  note  that  when  services  are  billed 
under  Part  B,  the  beneficiary  is  liable  for  coinsurance  and  deductibles.    In  1992, 
beneficiaries  whose  stays  in  SNFs  were  covered  by  Medicare  paid  up  to  $99  million  as 
their  coinsurance  and  deductibles  for  therapy,  nutrition,  and  medical  supplies  and  equipment 
billed  under  Part  B. 

We  have  also  uncovered  problems  in  some  hospices.    We  have  found  that  Medicare 
payments  have  been  made  to  hospices  for  beneficiaries  that  do  not  meet  Medicare  hospice 
program  requirements.    Our  work  to  date  has  questioned  over  $22.4  million  in  payments 
for  hospice  activities. 

Medical  Equipment  and  Supplies 

The  third  program  area  targeted  by  Operation  Restore  Trust  is  durable  medical 
equipment,  including  prosthetics,  orthotics,  and  supplies.    In  fact,  many  of  the  abuses  we 
observe  in  nursing  facilities  implicate  suppliers.    For  many  years,  we  have  issued  reports 
documenting  fraudulent,  abusive  and  wasteful  practices  in  the  medical  equipment  and 
supplies  area.   The  attention  devoted  to  this  area  has  resulted  in  significant  reforms  being 
undertaken,  including  changing  point-of-sale  rules  and  how  billing  numbers  are  issued. 
However,  we  know  that  certain  abuses  continue  and  that  additional  corrective  action  can  be 
taken  to  reduce  program  vulnerabilities. 

A  good  example  of  abuse  in  this  area  is  incontinence  supplies.    Medicare  allowances 
for  incontinence  supplies  more  than  doubled  in  3  years  despite  a  drop  in  the  number  of 
beneficiaries  using  these  supplies.   The  amount  allowed  for  incontinence  supplies  rose  from 
$88  million  in  1990  to  $230  million  in  1993,  an  increase  of  $142  million.   During  the  same 
period,  the  number  of  beneficiaries  receiving  incontinence  supplies  fell  from  312,000  to 
293,000,  causing  the  allowance  per  beneficiary  to  increase  from  $282  to  $786,  a  179 
percent  increase. 

We  believe  that  questionable  billing  practices  may  account  for  almost  half  of 
incontinence  allowances  in  1993.    Approximately  $88  million  was  allowed  for  accessories 
that  were  not  billed  along  with  a  catheter,  indicating  that  coverage  guidelines  were  not  met. 
Another  $19  million  in  allowances  were  made  for  beneficiaries  who  appeared  to  receive 
more  supplies  than  necessary.    Together  these  questionable  allowances  amounted  to  $107 
million  in  1993.    If  left  unchecked,  the  cost  to  Medicare  will  be  $535  million  over  the  next 
five  years. 

Medicare  expenditures  for  medical  equipment  and  supplies  will  reach  about  $6  billion 
this  year.    Over  the  years,  we  have  worked  with  HCFA,  the  Congress,  and  the  medical 
equipment  industry  to  document  fraudulent  and  abusive  practices,  including  questionable 
marketing  techniques,  inflated  charges,  and  manipulation  of  loopholes  in  the  law.    Not  only 


Subcommittee  mi  Labor,  Health  and  Human  Services  and  Education  May  16,  1996 

House  Committee  on  Appropriations  Page  7 


1372 


does  the  Federal  Government  lose  millions  of  dollars  a  year  on  these  schemes,  but  these 
practices  are  particularly  offensive  because  they  victimize  Medicare  beneficiaries.   We  are 
pleased  that  our  work  in  this  area  has  contributed  to  a  heightened  awareness  of  deficient 
policies  governing  the  payment  and  coverage  of  medical  equipment  and  supplies. 

CONCLUSION 

In  summary,  our  office  continues  to  be  committed  to  achieving  ambitious  objectives 
and  demonstrating  meaningful,  useful  results.   The  Subcommittee  can  be  assured  that  the 
resources  invested  in  our  office  have  been,  and  will  continue  to  be,  productive  to  the 
interests  of  both  taxpayers  and  beneficiaries.    Although  we  are  pleased  with  our 
accomplishments  in  ensuring  that  beneficiaries  receive  quality  care,  that  the  integrity  of  the 
trust  funds  is  maintained,  and  that  those  individuals  who  defraud  the  Department's 
programs  are  held  responsible  for  their  actions,  we  are  not  satisfied,  as  much  more  remains 
to  be  done.   The  resources  requested  for  FY  1997  will  enable  us  to  further  our  goals  and 
accomplishments  in  protecting  the  Department's  programs  and  safeguarding  the  health  and 
welfare  of  program  beneficiaries. 

This  concludes  my  testimony.   At  this  time,  I  will  be  happy  to  answer  questions  from 
the  Subcommittee. 
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BUDGET  REQUEST 

Mr.  Porter.  I  note  that,  Mr.  Masten,  you're  about  level  funded 
in  the  Presidential  request;  Ms.  Brown,  you're  cut  by  $4  million; 
and  only  the  new  kid  on  the  block  has  an  increase  here  of  $1.8  mil- 
lion. Why  is  that? 

FINANCIAL  STATEMENT  AUDIT  FUNDING  INCREASE 

Mr.  Bloom.  The  biggest  reason  for  the  increase,  Mr.  Chairman, 
is  we  are  asking  for  funding  to  fund  the  financial  statement  audit, 
that  that  funding  be  included  in  our  appropriation.  That's  about 
$800,000.  In  the  past  essentially  we've  had  to  get  handouts  from 
the  Department  to  have  that  funded  through  the  Department. 

We  are  asking  that  it  be  funded  out  of  our  budget  so  that  we 
don't  have  to  go  to  the  Department  for  that  $800,000. 

Mr.  Porter.  And,  Ms.  Brown,  to  what  do  we  ascribe  your  de- 
crease? 

Ms.  BROWN.  Well,  it's  a  decrease  there,  but  that  is  in  conjunction 
with  the  MAAP  request,  or  if  the  House  bill  passes,  both  of  which 
contain  additional  funding.  But  that  would  be  about  $54  million  in 
additional  funding  for  this  year,  so  it  would  be  a  substantial  in- 
crease that  the  Secretary,  OMB,  and  both  Houses  of  Congress  have 
supported. 

Mr.  Porter.  So  one  other  question.  You,  at  one  time,  had  juris- 
diction over  Social  Security? 

Ms.  Brown.  Yes. 

Mr.  Porter.  And  you  no  longer  do? 

Ms.  Brown.  That's  right.  I  served  as  the  Inspector  General  for 
Social  Security  for  about  nine  months  after  its  creation  in  order  to 
provide  continuity  and  until  they  got  a  new  IG  confirmed  for  that 
agency. 

RECOVERIES 

Mr.  Porter.  Okay.  Now,  I  thought  I  heard  Mr.  Masten  say  that 
the  activities  of  the  IG  in  the  Department  of  Labor  have  a  good 
payback  of  between  30  and  40  percent,  and  I  believe  I  heard 
Mr. 


Mr.  Masten.  Correction.  I  don't  think  you  heard  the 

Mr.  Porter.  What  did  I  hear? 

Mr.  Masten.  You  didn't  hear  Masten  say  that  return.  I  really 
wish  it  was  that  good. 

Mr.  PORTER.  Mr.  Bloom  said  that.  All  right.  Sorry.  Mr.  Bloom 
said  30  to  40  percent.  But  I  thought  I  heard  Ms.  Brown  say  that 
her  return  on  a  budget  of  about  $80  million,  was  $10  billion  in  one 
year — like  1,500  percent.  Are  we  measuring  different  things  here? 

In  other  words,  is  there  any  standardized  measure  of  achieve- 
ment for  payback  by  IGs  generally,  or  do  each  of  you  just  pick  your 
own  measures  and  allow  us  to  think  that  you're  doing  so  much  bet- 
ter than  each  other? 

Ms.  Brown.  I  think  it's  quite  similar.  I've  been  an  IG  in  five 
agencies  now,  including  the  Department  of  Defense,  and  there  is  no 
agency  that  comes  close  to  achieving  the  return  that  HHS  is  get- 
ting. Unfortunately,  that  is  mostly  because  of  the  very,  very  exten- 
sive fraud  in  the  health  care  areas. 
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Of  course,  the  bulk  of  that  is  due  to  legislative  and  regulatory 
changes.  About  $1  billion  is  the  actual  collection.  Through  fraud 
and  abuse  investigations,  we're  returning  about  $10  to  $1.  Our 
audit  work  results  in  substantially  more,  and  then,  as  I  say,  the 
bulk  of  it 

Mr.  Porter.  Who's  committing  this  fraud?  Doctors?  Hospitals? 
Clinics?  Laboratories? 

Ms.  Brown.  It's  a  combination.  Certainly  we've  had  some  very, 
very  large  recoveries  from,  for  instance,  one  laboratory  for  $111 
million  was  settled.  We  found  a  problem  with  one  chain  of  psy- 
chiatric hospitals,  National  Medical  Enterprises,  where  we  had  a 
settlement  of  $379  million.  There  is  just  a  whole  series  of  different 
organizations,  many  of  them  chained,  where  we're  getting  these  re- 
turns. 

Mr.  Porter.  And  when  you  talk  about  the  amount  of  money  re- 
turned, are  you  talking  about  money  actually  received  or  are  you 
talking  about  settlements  or  judgments  or  the  like? 

Ms.  Brown.  Of  course,  the  $10.2  billion  is  a  combination  of  all 
of  it,  but  it's  made  up  of  a  number  of  things  that  are  put  together. 
First,  those  returns  that  we  get  from  investigations,  for  the  most 
part,  are  all  actually  collected  because  there 

Mr.  Porter.  How  much  money  is  actually  collected  overall  of  the 
amount  you  described  for  the  last  fiscal  year? 

Ms.  Brown.  That's  a  hard  question  to  answer.  If  I  can  use  last 
year  to  give  you  an  idea  of  what  I'm  talking  about,  in  the  settle- 
ments, fines  and  restitutions  there  was  about  $380  million.  Almost 
all  of  that  is  collected  because  the  majority  of  it  is  settlements.  So 
those  are  cases  where  we  actually  settled  with  a  company  or  group 
of  companies  and  the  money  paid  back  to  the  government  confirms 
that  settlement. 

Regarding  the  audits — we  had  $681  million  in  items  that  have 
been  sustained  by  the  Department  as  things  that  they  will  collect 
or  will  not  pay.  The  majority  of  that  is  collected,  over  80  percent. 
I  don't  have  an  exact  figure  of  the  dollar  amount,  but  those  are 
things  that  are  disallowed. 

And  then  the  $92  billion  is  the  most  substantial  portion  of  the 
savings.  We  have  a  complex  way  of  calculating  that,  but  one  where 
we  use  the  Congressional  Budget  Office  figures  for  all  those  things 
that  have  created  legislative  changes.  We  distribute  the  savings 
amount  over  a  five-year  period  or  shorter,  as  appropriate.  Then,  we 
calculate  the  savings  that  would  otherwise  be  spent  in  the  entitle- 
ment program  and  there  would  be  no  cap  on  it. 

Mr.  Porter.  I  see.  So  a  lot  of  this  is  simply  disallowed  claims? 

Ms.  Brown.  Some  are  disallowed.  Some  have  already 

FRAUD 

Mr.  Porter.  How  much  of  this  is  due  to  fraud  or  criminal  activ- 
ity? 

Ms.  Brown.  Well,  in  this  year  with  $102  billion  only  $380  million 
was  collected.  Of  course,  the  criminal  system  is  not  designed  to 
bring  back  money  but  to  put  people  out  of  business. 

Mr.  Porter.  No.  But  when  there  is  fraud  or  a  violation  of  the 
law,  what  does  the  IG  do?  Do  you  recommend  prosecution  to  the 
U.S.  Attorney  in  some  cases? 
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Ms.  Brown.  Yes.  We  work  closely  with  U.S.  attorneys  as  we're 
working  on  the  cases.  We  have  fraud  task  forces  with  the  U.S.  at- 
torneys throughout  the  country.  I'm  in  a  regular  group  with  De- 
partment of  Justice  and  the  FBI.  We  meet  on  a  monthly  basis  and 
do  the  planning  and  prosecutive  planning  on  all  of  these  major 
cases. 

Mr.  Porter.  And  do  you  cut  off  the  companies  or  in  some  way 
prevent  them  from  getting  future  grants  or  contracts  or  services? 

Ms.  Brown.  That's  our  exclusion  authority,  which  is  like  a  debar- 
ment, and  those  who  are  convicted  are  no  longer  able  to  work  in 
any  Government  program,  including  the  VA,  CHAMPUS  in  Depart- 
ment of  Defense,  and  all  other  Government  programs.  And  all  of 
the  IGs  who  have  health  care  responsibilities  work  together  on 
this. 

UNRESOLVED  AUDITS  AND  DISPUTES 

Mr.  Porter.  I  noticed  that  in  each  of  your  semi-annual  reports 
for  the  reporting  periods  there  remain  substantial  unresolved  au- 
dits and  disputes  over  funds  put  to  better  use.  Can  each  of  you  dis- 
cuss the  reasons  for  the  delay  in  having  management  resolving 
these  issues,  the  impact  of  the  failure  to  resolve  issues,  and  how 
can  they  be  resolved?  If  the  problem  is  resources,  should  we  not  be 
putting  additional  resources  into  management  rather  than  the  IGs? 

Ms.  Brown.  I  think  there  is  a  normal  overlap.  I  don't  think  there 
is  too  much  of  a  backlog  in  that  area.  There  is  always  some  carry- 
over, but  we  continue  to  follow  these.  We  don't  include  them  in  our 
savings  until  there  has  been  agreement  with  management  to  take 
action  and  the  action  is  substantially  completed. 

Mr.  Bloom.  There  has  been,  in  the  past,  a  fair  amount  of  time 
delay.  We're  working  on  that.  We're  working  very  closely  with  the 
Office  of  the  Chief  Financial  Officer,  and  we're  developing  a  better 
mechanism,  but  it's  something  I'm  giving  a  considerable  amount  of 
attention  to. 

Mr.  Porter.  That  doesn't  really  tell  me  what  the  cause  of  the 
delay  is,  though. 

Mr.  Bloom.  I  have  not  tried  to  spend  a  lot  of  time  going  in  to 
look  back  and  see  what  the  cause  was;  I've  been  trying  to  be  more 
forward-looking  and  work  with  the  Office  of  the  Chief  Financial  Of- 
ficer, in  working  with  the  various  assistant  secretaries. 

Mr.  Porter.  Mr.  Masten? 

Mr.  Masten.  Chairman  Porter,  I  think  it's  the  appeal  process 
that's  really  responsible  for  the  delay  in  most  of  the  cases.  These 
are  individuals  or  the  entity  continues  to  appeal  the  funds  in  ques- 
tion, and  because  of  that,  that  can  cause  a  lot  of  the  delays. 

We  have  just  recently  got  a  settlement  involving  the  city  of  De- 
troit. This  negotiation  started  back  in  the  early  1980s,  and  we  just 
recently  got  a  settlement  on  that  last  year,  I  believe.  So  it  takes 
a  long  time  just  with  the  appeal  process,  and  I  think  you'll  find 
that  all  of  us  have  some  follow-up  procedures  in  place,  but  until 
you  reduce  the  appeal  process  it's  going  to  be  a  long  time  before 
some  of  these  things  are  adjudicated. 

Ms.  Brown.  Mr.  Chairman,  if  I  could  add  to  that,  there  are  some 
things  that  are  in  the  policy  area,  as  well,  which  we  do  a  lot  of  ana- 
lytical work  that  would  show  what  savings  would  be  if  policies 
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were  changed  but,  of  course,  we're  not  the  policy  makers.  We  sim- 
ply provide  our  recommendations  to  management — the  timing 
might  not  be  right  for  either  Congressional  or  management  action. 
We  continue  to  carry  those  recommendations. 

We  have  two  documents,  a  red  book  which  lists  our  monetary 
policy  changes,  and  another  book  which  shows  all  the  others.  These 
documents  are  often  looked  at  and  reviewed  to  see  whether  or  not 
any  of  the  recommendations  are  adopted  at  a  later  time.  So  those 
are  simply  out  of  our  area  of  decision-making. 

MISUSE  OF  FUNDS  FOR  POLITICAL  ADVOCACY 

Mr.  PORTER.  I  think  all  of  you  were  in  the  room  when  I  asked 
the  question  about  the  use  of  Federal  funds  for  improper  lobbying 
or  political  purposes.  Were  you?  I  wonder  if  each  of  you  would  com- 
ment on  your  department  and  tell  me  whether  you  think  there  are 
substantial  funds  being  misused  for  these  purposes  and  what  you 
do  to  ensure  that  doesn't  happen. 

Mr.  Masten.  Mr.  Chairman,  in  our  audits  we  pay  special  atten- 
tion to  lobbying  whenever  we  audit  DOL  grant  recipients — that  is 
nonprofit  advocacy  organizations,  that  receive  dues  from  member- 
ships and  additional  Federal  sources.  When  we  go  in  to  audit  these 
organizations,  we  specifically  look  to  see  if  there  are  any  lobbying 
activities. 

It  has  been  our  experience,  in  doing  these  audits,  that  we  have 
not  detected  any  major  problems  in  this  area  in  the  Department  of 
Labor. 

Mr.  Porter.  Mr.  Bloom? 

Mr.  Bloom.  As  Deputy  Secretary  Kunin  said,  there  is  a  form 
that  is  filled  out.  We  have  not  seen  much  abuse.  We  are,  at  the  cur- 
rent time,  looking  into  some  allegations  of  that.  Certainly  with 
some  of  our  recipients  being  schools  and  school  districts,  there  is 
certainly  the  opportunity  for  that  kind  of  abuse.  To  date,  we  have 
not  found  much  of  it,  though. 

Mr.  Porter.  Ms.  Brown? 

Ms.  Brown.  Yes.  Until  last  year  we  were  required  to  report  on 
the  lobbying  efforts  or  any  use  of  funding  for  that.  It's  a  very,  very 
difficult  thing  to  distinguish.  We  have  thousands  of  overhead  re- 
ports that  we're  reviewing,  and  lobbying  isn't  identified  in  the  re- 
ports, and  so  we've  asked  all  of  the  people  involved  to  report  any 
incidents  where  we  think  that  might  be  happening. 

It's  a  unusual  thing  when  we're  able  to  identify  it. 

Mr.  Porter.  Mr.  Masten,  we  had  testimony  last  year  that  there 
was  one  organization  that  received  96  percent  of  its  funding  from 
the  Federal  Government  from  programs  under  the  Older  Ameri- 
cans Act,  and  that  had  a  national  organization  and  then  had  State 
organizations  affiliated  that  did  nothing  but  lobby  and  engage  in 
political  activities.  But  96  percent  of  its  funding  came  from  the 
Federal  Government.  Are  you  aware  of  this? 

Mr.  Masten.  Chairman,  I'm  not  familiar  with  that  organization, 
whether  or  not  we — I  don't  think  we  audited  any  organization  that 
indicated 

Mr.  Porter.  I  think  it's  called  the  National  Council  for  Senior 
Citizens.  Testimony  was  given  before  the  subcommittee  last  year 
that  this  organization  was  a  direct  pipeline  for  funds  from  your  De- 
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partment,  and  that  the  organization's  State  affiliations  involved 
themselves  extensively  in  political  activities. 

Now,  whether  the  funds  would  go  through,  I  don't  know. 

Mr.  Masten.  Was  that  the  National  Council  on  the  Aging? 

Mr.  Porter.  Of  Senior  Citizens,  I  think  it's  called. 

Mr.  Masten.  If  you  don't  mind,  Mr.  Chairman,  why  don't 

Mr.  Porter.  Why  don't  we  provide  this  for  you  and  let  you  an- 
swer this  in  the  record  for  us  and  see  if  you  have  any  reports  on 
that  for  us. 

Mr.  Masten.  All  right. 

Mr.  Porter.  Or  whether  there  is  cause  to  look  into  this.  I  don't 
personally  know  about  this,  but  the  testimony  was  that  this  organi- 
zation— I'm  not  sure  I  have  the  right  name — was  extensively  en- 
gaged and  received  a  great  deal  of  funding  from  the  Federal  Gov- 
ernment. 

Mr.  Masten.  We  will  prepare  a  response  for  the  record  for  you, 
Mr.  Chairman. 

Mr.  Porter.  We  would  appreciate  that. 

[Clerk's  note. — The  response  provided  was  deemed  too  lengthy 
for  printing  and  has  been  retained  in  committee  files.  1 

CHIEF  FINANCIAL  OFFICERS  ACT 

Mr.  Porter.  Can  each  of  you  tell  us  how  well  you  think  the 
Chief  Financial  Officers  Act  has  functioned  in  your  department? 
Has  it  accomplished  what  it's  supposed  to  accomplish? 

Mr.  Masten.  Mr.  Chairman,  in  our  last  several  semi-annual  re- 
ports, we  have  criticized  our  CFO  Office,  and  no  action  has  been 
taken  by  the  Department  to  address  the  concerns  that  we've  had. 
When  we  made  our  first  finding  in  this  area,  the  acting  CFO  at  the 
time  in  fiscal  year  1994  agreed  with  our  findings,  but  in  1995, 
when  the  Secretary  transmitted  the  FMFIA  report,  it  indicated  the 
Department  did  not  concur  with  the  OIG  on  this  issue. 

The  Department's  plan  for  the  CFO  organization  structure  has 
still  not  been  approved  by  OMB.  This  plan  was  submitted  to  OMB 
October  26,  1994. 

The  financial  function  of  the  five  major  agencies  within  the  De- 
partment of  Labor  remain  decentralized  under  the  direct  control  of 
assistant  secretaries.  The  Business  Operation  Center,  formerly 
known  as  the  National  Capital  Service  Center,  which  performed 
purely  financial  support  functions  for  the  Department,  is  under  the 
control  of  the  Assistant  Secretary  for  Administration  and  Manage- 
ment and  not  the  CFO. 

The  CFO  has  had  success  with  the  department-wide  accounting 
systems,  such  as  the  general  ledger  and  payroll  systems,  over 
which  he  has  more  direct  control;  however,  the  CFO  has  not  had 
the  same  impact  on  the  agency-specific  systems  which  are  under 
the  complete  control  of  the  agencies.  These  systems  account  for  the 
significant  financial  aspects  of  the  Department,  such  as  the  unem- 
ployment trust  fund,  the  black  lung  disability  trust  fund,  employ- 
ment and  training  grants,  and  back  wage  collection  and  related 
penalties. 

If  the  CFO  is  not  going  to  have  direct  control  over  all  of  the  fi- 
nancial aspects  of  the  Department,  the  CFO's  authority,  as  it  af- 
fects financial  policy  for  the  Department,  should  clearly  be  in  writ- 
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ing,  and  I  don't  think  that's  currently  the  case  at  the  Department 
of  Labor. 

Mr.  Porter.  So  you're  saying  Mr.  Gonzales,  who  was  just  here, 
he  doesn't  have  the  necessary  management  authority  to  do  the  job 
in  the  way  that  it  was  intended  to  be  done,  and  that  there  is  a  plan 
up  at  OMB  that  has  been  sitting  there  for  maybe  a  year-and-a-half 
without  any  approval. 

Mr.  Masten.  Right. 

Mr.  Porter.  That  might  give  him  that  authority? 

Mr.  Masten.  The  CFO  Office,  as  it  is  structured  in  the  Depart- 
ment now,  was  submitted  to  OMB.  As  it  is  structured  now,  OMB 
has  not  approved  that  plan. 

Mr.  Porter.  But  it's  in  effect,  though? 

Mr.  Masten.  It's  in  effect.  And  what  I'm  saying  is  that  the  CFO 
does  not  have  complete  control  over  all  of  the  financial  aspects  of 
the  Department.  A  lot  of  that  responsibility  is  still  in  some  of  the 
respective  entities. 

Mr.  Porter.  So  you're  critical  of  the  way  it's  operating  now  and 
the  plan,  which  are  one  and  the  same? 

Mr.  Masten.  Yes.  And  we've  so  stated  in  the  semi-annual  re- 
ports, I  think  the  last  two,  at  least. 

Mr.  Porter.  And  what's  been  the  Department's  response? 

Mr.  Masten.  As  I  said  earlier  on,  when  we  submitted  our  find- 
ings in  the  first  semi-annual  report  criticizing  it  for  the  way  it  was 
laid  out,  the  acting  CFO,  who  has  now  retired,  agreed  with  our 
findings.  Since  that  time,  the  Secretary  submitted  his  FMFIA  re- 
port disagreeing  with  our  findings. 

Mr.  Porter.  Mr.  Bloom? 

Mr.  Bloom.  I  think  overall  the  CFO  Act  has  been  a  big  success 
at  the  Department  of  Education,  partially  because  it  brought  in  a 
very  strong  CFO  who,  unfortunately,  over  the  last  couple  of  weeks, 
has  retired.  It  also  brought  in  a  very  strong  career  deputy  CFO. 

They  brought  a  business  acumen  to  the  way  the  Department 
thinks  about  operating,  and  the  Department  of  Education  hasn't  al- 
ways been  that  way — it's  been  a  fair  number  of  academics,  and  so 
bringing  in  more  of  a  business  acumen  I  think  has  been  a  very 
positive  thing. 

Also,  one  of  the  other  things  that's  come  about  through  the  CFO 
Act  and  then  the  Audit  Act  that  was  passed  in  1994  is  that  the  De- 
partment has  undergone  an  agency-wide  audit,  a  financial  state- 
ment audit,  which  has  identified  a  lot  of  problems  along  the  way 
and  it's  made  it  easier  to  solve  those  problems  and  it's  really  high- 
lighted those  problems.  Having  the  right  folks,  having  the  CFO  and 
the  deputy  CFO  with  the  right  acumen,  has  made  it  easier  to  cor- 
rect some  of  those  problems. 

So,  overall,  it  has  been  a  success.  I  do  have  somewhat  of  a  bias 
that  there  should  be  more  under  the  direct  control  of  the  CFO.  It's 
my  opinion,  for  instance,  that  information  resource  management  is 
a  good  thing  to  have  under  the  CFO. 

I  actually  was  a  CFO  of  a  Cabinet-level  department  and  hap- 
pened to  have  budget,  IRM,  and  all  the  assistant  secretary  for 
management  functions  under  me,  and  that  did  give  me  a  substan- 
tial amount  of  control  that  our  CFO  does  not  necessarily  enjoy  at 
the  Department  of  Education.  However  I  do  want  to  say  that  it  has 
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worked  pretty  well,  the  current  system  at  the  Department  of  Edu- 
cation, partially  though  because  of  the  strong  personality  and  the 
strong  respect  and  technical  expertise  that  the  CFO  and  deputy 
CFO  have  and  how  often  they  are  brought  in  to  discuss  these  situa- 
tions. 

Mr.  Porter.  Ms.  Brown? 

Ms.  Brown.  Yes.  I  am  very  much  impressed  with  the  progress 
that  has  been  made  under  the  CFO  Act.  In  1994  we  did  our  first 
financial  statements  for  10  entities.  We  were  able  to  get  out  the  So- 
cial Security  financial  statements  as  some  of  the  first  very  large 
ones  in  Government,  and  those  were  highly  praised  as  being  a  good 
example  of  what  we're  looking  at. 

We  now  have  people  working  on  the  first  ones  for  the  Health 
Care  Financing  Administration,  which  will  probably  be  the  most 
enormous  task  of  any  financial  statements  that  have  ever  been  pro- 
duced. I  have  150  people.  We  may  end  up  contracting  some  of  the 
work  in  place  of  using  our  own  people,  but  it  will  take  about  that 
many  people  to  get  these  statements  out  on  HCFA  in  the  next  year. 

Also  I  strongly  support  the  fact  that  there  is  an  individual  CFO 
who  is  highly  qualified  within  the  Departments.  The  two  we've  had 
in  HHS  have  certainly  been  very  superb. 

CIRCULAR  A-21 

Mr.  Porter.  Last  week  the  Office  of  Management  and  Budget 
published  a  revision  to  circular  A-2 1,  which  governs  the  calculation 
of  indirect  costs  for  university  grants.  Can  each  of  you  tell  us 
whether  you  were  involved  in  OMB's  revision  of  A-21,  and  what 
additional  changes  you  believe  are  necessary  in  the  indirect  cost  re- 
imbursement system? 

Mr.  Masten.  Mr.  Chairman,  my  office  was  not  involved  in  that. 

Mr.  Bloom.  My  office  was  not  involved,  either. 

Ms.  Brown.  Could  I  ask  Mike,  who  worked  on  that,  to  comment 
on  it? 

Mr.  Mangano.  I  know  that  we  have  commented  on  it  in  its  de- 
velopmental process,  working  with  the  Office  of  Management  and 
Budget. 

I  guess  if  we  had  a  recommendation  it  would  be  to  somehow  be 
able  to  drive  the  rates  down  a  bit  more  than  where  they  are  right 
now.  We  think  that  the  rates  for  indirect  cost  are  still  too  high,  and 
they're  too  disparate. 

I  think  this  new  circular  will  cause  a  lot  more  conformity  to  what 
each  institution  will  be  allowed  for  the  indirect  cost  rates.  We  think 
those  rates  are  still  a  little  high. 

MOST  SIGNIFICANT  AUDIT  REPORTS 

Mr.  Porter.  Could  each  of  you  submit  for  the  record  a  list  and 
a  short  summary  of  the  10  or  so  most  significant  audit  reports  that 
your  office  has  issued  during  the  past  year? 

[The  information  follows:] 
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Department  of  Labor  Significant  Audit  Reports 


Mr.  PORTER:  Could  each  of  you  submit  for  the  record  a  list 
and  short  summary  of  the  10  or  so  most  significant  audit  reports 
that  your  office  has  issued  during  the  past  year? 


Mr.  MASTEN: 
NAME  OF  AUDIT  REPORT 


DATE  ISSUED 


Foreign  Labor  Certification  Program 

Puerto  Rico  JTPA  Farmworker  Program 

Effectiveness  of  Employing  Agency 
Workers'  Compensation  Programs 

Analysis  of  Return  on 

Investment  of  Job  Corps 

Job  Corps  Student  Outcomes 

Audit  of  the  National  Council  on  the 
Aging 

FY  1994  Consolidated  Financial  Statements 

Video  Audit  Report:  Job  Corps  Can  Work! 

JTPA  Title  III:  Retraining  of  Dislocated  Workers 

Audit  of  California  Human  Development 


5/22/96 
2/27/96 

2/16/96 

2/07/96 
9/29/95 
8/18/95 

6/15/95 
5/26/95 
3/31/95 

3/01/95 
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SUMMARY  OF  SIGNIFICANT  AUDIT  REPORTS  (ISSUED  IN  THE  PAST  YEAR) 

FOREIGN  LABOR  CERTIFICATION  PROGRAMS 

The  OIG's  audit  of  ETA's  permanent  labor  certification  program 
and  the  temporary  H-1B  Labor  Condition  Application  program, 
found  that  the  foreign  labor  programs  do  not  protect  U.S. 
workers'  jobs  or  wages  from  foreign  labor  because  neither 
program  meets  its  legislative  intent.  We  recommended  the  two 
programs  be  eliminated  and  new  programs  established  to  fulfill 
Congress's  intent  and  that  DOL  be  removed  from  the  process 
unless  a  more  meaningful  role  is  defined.  (Report  No.  06-96- 
002-03-321;  issued  May  22,  1996) 

PUERTO  RICO  JTPA  FARMWORKER  PROGRAM 

The  OIG  conducted  a  performance  and  financial  audit  of  the 
Migrant  Seasonal  Farmworker  Program  (MSFP)  operated  by  the 
Puerto  Rico  Department  of  Labor  and  Human  Resources  (DLHR)  for 
the  period  July  1,  1991  to  March  31,  1995.  The  OIG  concluded 
that  program  performance  was  extremely  poor  and  questioned 
$1,764,658  out  of  total  program^ expenditures  of  $13.5  million. 
Moreover,  the  OIG  concluded  that  the  Commonwealth's  welfare 
program  and  another  Federal  job  training  program  also  designed 
to  assist  economically  disadvantaged  individuals  had  the 
unintended  effect  of  making  it  more  difficult  for  the  DLHR  to 
achieve  program  objectives.  (Report  No.  18-96-005-03-365; 
issued  February  27,  1996) 

EFFECTIVENESS  OF  FEDERAL  WORKERS'  COMPENSATION  PROGRAMS 

As  part  of  a  President's  Council  on  Integrity  and  Efficiency 
(PCIE)  initiative,  we  issued  a  report  which  summarizes  the 
results  of  13  Inspector  General  (IG)  audits  evaluating  the 
efficiency  and  effectiveness  of  Federal  employing  agency 
workers'  compensation  programs. 

Recommendations  in  the  IG  reports  included  the  need  to  improve 
agency  management  of  their  workers'  compensation  programs, 
including  returning  able  employees  to  work,  verifying  the 
chargeback  reports,  and  processing  FECA  claim  forms.  (Report 
No.  02-96-223-04-431;  issued  February  16,  1996) 

ANALYSIS  OF  RETURN  ON  INVESTMENT  OF  JOB  CORPS 

The  OIG  conducted  a  comprehensive  analysis  of  the  Job  Corps 
program  for  the  year  ending  June  30,  1992  [Program  Year  (PY) 
1991] .  The  purpose  of  the  audit  was  to  measure  performance 
within  the  program  by  focusing  on  the  outcomes  of 
participation  and  to  provide  the  basis  for  measuring  the 
initial  return  on  investment  in  Job  Corps.  (Report  No.  12-96- 
002-03-370;  issued  February  7,  1996) 

REPORT  ON  JOB  CORPS  STUDENT  OUTCOMES 

The  OIG  performed  an  audit  on  the  outcomes  of  students  who 
participated  in  the  Job  Corps  program  by  following-up  on  1,800 
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randomly  selected  students  who  were  placed,  or  whose  period  of 
placement  assistance  expired,  during  Program  Year  1991  (July 
1,  1991  through  June  30,  1992)  .  In  the  majority  of  the  cases, 
the  OIG  could  not  determine  whether  or  not  the  students  were 
working  following  their  participation  in  the  program.  Job 
Corps  had  invested  approximately  $12.5  million  on  students 
whose  status  could  not  be  determined.  The  OIG  recommended 
that  Job  Corps  routinely  measure  and  document  the  long-term 
outcomes  of  students,  and  test  the  feasibility  of  refining 
vocational  training  to  better  meet  students'  and  employers' 
needs.  (Report  No.  05-95-009-03-370;  issued  September  29, 
1995) 

AUDIT  OF  THE  NATIONAL  COUNCIL  ON  THE  AGING 

Over  the  past  several  years,  the  Department  has  become 
concerned  about  the  indirect  cost  rates  proposed  by  the 
National  Council  on  the  Aging  (NCOA) ,  a  private  nonprofit 
advocacy  organization  which  provides  interested  parties  with 
training,  technical  assistance,  research  and  publications  on 
the  subject  of  aging.  Because  of  continuing  concerns  about 
NCOA' s  proposed  indirect  costs  charged  to  the  Federal  grants 
it  receives,  the  Department  requested  that  the  OIG  audit 
NCOA' s  proposed  final  indirect  cost  rates  for  calendar  years 
1991  through  1993. 

In  our  most  recent  audit,  we  questioned  $1,539,978  worth  of 
costs.  It  should  be  noted  that  the  serious  problems  reported 
in  two  prior  OIG  audit  reports,  which  questioned  an  additional 
$800,00,  were  included  in  our  latest  audit  findings  since 
corrective  action  was  not  taken.  (Report  No.  18-95-018-07-735; 
issued  August  18,  1995) 

FY  1994  CONSOLIDATED  FINANCIAL  STATEMENT  AUDIT 

The  OIG's  audit  of  the  Department's  financial  statements  for 
FY  1994  identified  conditions  in  the  internal  control 
structure  that  warrant  action,  two  of  which  were  deemed  to  be 
material  weaknesses.  These  weaknesses  relate  to  the  timely 
completion  of  the  annual  financial  report  and  the  distribution 
of  funding  for  the  Emergency  Unemployment  Compensation 
program.  Other  significant  conditions  include  the  prevention 
and  detection  of  duplicate  FECA  payments  and  accounting  for 
Federal  Employees  Unemployment  Compensation.  Our  report  also 
provided  the  status  of  conditions  noted  in  prior  year  reports 
on  the  internal  control  structure. 

In  addition,  the  OIG  audited  the  performance  measures  reported 
in  the  Department's  financial  statements  for:  ETA' s 
Employment  and  Training  and  Unemployment  Insurance  programs; 
ESA' s  Wage  and  Hour  Division,  Office  of  Workers'  Compensation 
Programs,  and  Office  of  Federal  Contract  Compliance  Programs; 
OAW's  Office  of  Labor-Management  Standards;  OSHA;  MSHA;  PWBA; 
and  BLS .  The  major  objective  of  the  audit  was  to  determine 
whether  the  reported  performance  measure  information  present 
fairly  the  Department's  performance.  (Report  No.  12-95-004-07- 
001;  issued  June  15,  1995) 
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VIDEO  AUDIT  REPORT:   JOB  CORPS  CAN  WORK! 

Just  as  a  picture  is  worth  a  thousand  words,  a  moving  picture 
is  invaluable  in  telling  a  story  or  illustrating  a  condition. 
Using  this  philosophy,  the  OIG  produced  its  first-ever  video 
audit  report  to  pictorialize  the  life  of  Job  Corps  students 
while  on  center.  The  video  audit  report  is  a  compilation  of 
footage  recorded  at  17  Job  Corps  centers  during  audit  field 
work. 

The  video  answers  the  following  questions  by  giving  examples 
from  the  17  centers: 

•  What  are  the  physical  conditions  of  the  centers? 

•  What  is  the  quality  of  training? 

•  What  is  the  overall  center  environment? 

Although  the  video  focuses  on  17  locations,  the  OIG  believes 
it  presents  an  overall  picture  of  Job  Corps  centers 
nationwide.  (Report  No.  05-95-007-03-370;  issued  May  26, 
1995) 

JOB  TRAINING  PARTNERSHIP  ACT  (JTPA)  TITLE  III:  RETRAINING  OF 
DISLOCATED  WORKERS 

The  OIG  performed  a  nationwide  audit  of  JTPA  Title  III 
retraining  services  provided  to  dislocated  wbrkers  who 
terminated  from  the  program  during  the  year  ending  June  30, 
1992.  The  objectives  of  the  audit  were  to  determine  if  the 
program  was  successful  in  assisting  dislocated  workers  to 
return  to  the  workforce,  and  to  inform  the  Congress  and  the 
Department  about  program  performance  in  the  absence  of 
comprehensive  outcome  data. 

Our  audit  found  that  there  is  a  need  to  improve  the  percentage 
of  former  participants  who  are  working  in  training-related 
jobs  (currently  less  than  50  percent)  .  We  also  found  that 
there  is  a  need  to  develop  and  maintain  outcome  information  so 
that  managers  can  achieve  continuous  improvement  by 
identifying  what  training  activities  are  most  successful,  and 
policy  makers  can  determine  whether  or  not  results  warrant  the 
statutory  emphasis  and  minimum  .expenditure  level  on  retraining 
activities.  Overall,  however,  the  OIG  found  that  participant 
satisfaction  with  the  program  was  high.  Sixty- five  percent  of 
the  participants  rated  the  overall  Title  III  program  as  either 
extremely  or  quite  helpful.  (Report  No.  02-95-232-03-340; 
issued  March  31,  1995) 

AUDIT  OF  CALIFORNIA  HUMAN  DEVELOPMENT  CORPORATION 

At  the  Employment  and  Training  Administration's  request,  the 
OIG  completed  an  audit  of  the  direct  costs  reported  by  the 
California  Human  Development  Corporation's  (CHDC)  operations 
for  a  3-year  period  ending  June  1994.  CHDC  is  a  nonprofit 
corporation  which  receives  JTPA  funds  directly  from  the 
Department  to  operate  employment  and  training  programs  for 
migrant  and  seasonal  farmworkers  in  California,  Oregon  and 
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Washington  State.  The  audit  resulted  in  questioned  costs  of 
$1,064,390,  which  represents  15  percent  of  all  program 
expenditures  for  the  audit  period.  (Report  No.  18-95-008-03- 
365;  issued  March  1,  1995) 

INDIRECT  COSTS 

Mr.  PORTER:  Last  week,  the  Office  of  Management  and  Budget 
published  a  revision  of  0MB  Circular  A-21,  which  governs  the 
calculation  of  indirect  costs  for  university  grants.  Can  each  of 
you  tell  us  whether  you  were  involved  in  0MB' s  revision  of  A-21  and 
what  additional  changes  you  believe  are  necessary  in  the  cost 
reimbursement  system? 

Mr.  MASTEN:  The  DOL-OIG  was  not  involved  in  the  revision  to 
0MB  Circular  A-21,  because  the  Department  of  Labor  awards  relatively 
few  university  giants.  With  regard  to  additional  changes  that  might 
be  needed,  we  would  defer  to  the  Department  of  Health  and  Human 
Services  OIG,  which  is  cognizant  for  universities  and  institutions 
of  higher  education. 
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SIGNIFICANT  AUDIT  REPORTS  OF  THE  INSPECTOR  GENERAL 

The  following  are  the  most  significant  audit  reports  that  ED's  OIG  issued  in  the  past  year. 

The  Department  Should  Consider  State  Workforce  Development  Initiatives 
in  Its  Effort  to  Reform  Title  IV-Funded  Job  Training 

ACN  06-40007  August  22,  1995 

We  initiated  this  audit  to  determine  if  selected  States  had  effective  workforce 
development  strategies  that  should  be  considered  by  the  Department,  and  whether  the 
Department  should  use  these  strategies  to  improve  the  results  of  Title  IV  vocational  training. 
Our  review  disclosed  that  some  States  have  made  significant  progress  in  developing 
strategies  for  coordinating  and  measuring  the  effectiveness  of  their  job  training  programs. 
Title  IV  funding,  on  the  other  hand,  is  focused  on  the  enrollment  of  students  in  vocational 
training  programs,  rather  than  on  whether  the  students  get  quality  jobs.  A  State  official 
expressed  concern  that  the  Title  IV  funding  system  was  at  odds  with  State  efforts  to  training 
for  jobs  in  demand. 

In  the  interest  of  promoting  coordination  of  Department  and  State  efforts  in  this  area,  we 
recommended  that  the  Department  study  the  feasibility  of  conducting  a  pilot  project  in  one 
or  more  of  those  States  with  advanced  work-force  development  programs.  Department 
officials  pointed  out,  and  we  agree,  that  since  legislative  changes  to  reform  worker  training 
programs  are  now  before  Congress,  it  would  be  premature  to  conduct  pilot  programs  at  this 
time.  However,  if  changes  are  not  passed,  such  pilots  could  provide  useful  information  for 
subsequent  legislative  change  efforts. 

Instituto  Educacion  Universal 
Rio  Piedras,  Puerto  Rico 

ACN  02-40075  September  25,  1995 

Our  audit  at  Instituto  Educacion  Universal  (IEU)  disclosed  deficiencies  in  IEU's 
computation  of  clock  hours  and  its  cash  management  system.  We  found  that  IEU  overstated 
the  total  clock  hours  of  instruction  offered  to  students  and  made  an  estimated  $3,854,700  in 
Pell  Grant  overawards  to  students  during  the  awards  years  1991-92  through  1993-94. 

We  also  found  that  IEU  requested  Federal  funds  in  excess  of  imriediate  disbursements 
needs  (the  average  monthly  excess  cash  balance  from  July  1,  1991  through  June  30,  1994 
was  $1,367,577)  and  used  those  funds  for  general  operating  purposes,  primarily  to  meet 
payroll  costs. 

Among  our  recommendations  were  that  IEU  refund  to  ED  the  Pell  Grant  overawards 
made  to  students  during  award  years  1991-92  through  1993-94,  and  pay  imputed  interest  of 
$21 1,917  for  the  period  July  1,  1991  through  June  30,  1994. 
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"Managing  for  Results: 

Review  of  Performance-Based  Systems 

at  Selected  Accrediting  Agencies" 

ACN  06-30004    May  8,  1995 

We  reviewed  five  of  the  agencies  that  accredit  schools  offering  postsecondary  vocational 
training.  We  found  that  the  agencies  were  generally  not  using  performance  measures  to 
effectively  assess  and  improve  the  quality  of  education  offered  by  member  schools.  While 
the  agencies  encouraged  schools  to  evaluate  the  effectiveness  of  their  programs,  only  one  of 
the  agencies  had  quantified  a  minimum  performance  standard,  and  none  of  the  agencies 
adequately  verified  performance  data  reported  by  member  schools. 

The  agencies  expressed  a  reluctance  to  use  performance  data  to  assess  the  effectiveness 
of  schools'  job  training  programs,  saying  that  they  do  not  view  their  role  as  that  of 
government  regulators.  Several  agencies  suggested  that  the  Department,  rather  than 
numerous  accrediting  agencies,  define  the  outcome  measures  and  establish  performance 
standards  for  Title  rV-funded  job  training.  The  Higher  Education  Act  and  recent  regulations 
require  accrediting  agencies  to  develop  performance  measurement  systems. 

We  recommended  that  the  Department: 

•  evaluate  accrediting  agencies'  standards  and  procedures  for  measuring 
success  with  respect  to  student  achievement;  and 

•  develop  a  process  to  collect  and  compile  the  reported  performance  data 

from  accrediting  agencies  in  order  to  determine  the  overall  success  of  Title  IV- 
funded  job  training. 

"Cost  Analysis  of  the  Department's  Initiative  to  Consolidate 
Debt  Collection  Service  Loans  into  the  Direct  Loan  Program" 

ACN  1 1-50002  January  19,  1996 

The  objective  of  the  audit  was  to  assess  the  cost-effectiveness  of  the  Department's 
initiative  to  target  defaulted  Debt  Collection  Service  borrowers'  loans  for  consolidation  into 
the  Federal  Direct  Consolidation  Loan  Program.  Based  on  current  information,  we 
concluded  that  it  is  not  cost-effective  to  consolidate  the  DCS  loans  for  the  following 
reasons: 

•  The  Department's  cost  to  consolidate  DCS  borrowers  into  the  Direct  Consolidation 
Loan  Program  will  be  relatively  expensive.  This  is  due  in  large  part  to  collection 
agency  fees  and  servicer  fees.  Although  the  majority  of  the  cost  will  be  added  to  the 
borrower's  principal  loan  balance,  we  do  not  expect  collections  to  be  sufficient  to 
cover  the  cost  of  consolidation. 
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•  While  the  borrower's  loan  is  in  the  Direct  Consolidation  loan  Program,  the 
Department  will  lose  revenue  from  involuntary  collections.  Federal  offset,  the 
most  effective  collection  method,  resulted  in  revenues  of  approximately  $548 
million  in  FY  1995,  of  which  $99  million  was  from  the  borrowers  targeted  in  this 
initiative. 

•  Based  on  the  fact  that  DCS  borrowers  have  a  poor  payment  history,  there  is  a  strong 
possibility  that  these  borrowers  will  default  again  or  be  allowed  to  make  minimal  payments. 
DCS  reports  voluntary  collections  averaging  $18  million  per  year,  which  results  in  an 
annual  collection  rate  of  0.59  percent  for  the  targeted  borrowers.  Over  the  maximum 
allowable  period  for  Income  Contingent  Repayment  (ICR)  -  25  years  -  we  estimate  the 
Department  would  have  to  increase  its  collection  rate  by  1,100  percent  each  year  to  recoup 
the  cost  of  this  consolidation. 

•  DCS  currently  has  the  option  of  accepting  payments  based  on  the  borrower's  ability 
to  pay.  Analysis  of  current  collections  indicates  that  the  Department's  expectations 
for  the  Direct  Consolidation  Loan's  ICR  plan  may  be  overly  opumistic.  In  addition, 
an  ICR  plan  will  soon  be  available  in  DCS. 

To  limit  the  financial  risk  to  the  Department,  we  recommended  that  the  Department 
discontinue  the  active  pursuit  of  consolidating  DCS  loans  and  conduct  a  study  to  determine 
the  economic  viability  of  this  initiative.  OPE,  although  not  in  total  agreement  with  the  audit 
results,  agreed  with  our  recommendations  and  plans  to  implement  them. 

"Effectiveness  and  Efficiency  of  Debt  Collection  Service  - 
Areas  Related  to  Internal  Operations" 

ACN  05-50008  November  7,  1995 

The  Debt  Collection  Service  provides  leadership  in  trying  to  apply  state-of-the-art  debt 
collection  techniques  to  collect  defaulted  accounts  held  by  the  Department,  guaranty 
agencies,  schools,  and  other  participants.  Our  review  found  that,  in  the  future,  DCS  can 
better  achieve  its  mission  by  strengthening  efforts  for  tracking  mail,  recovering 
administrative  costs,  identifying  accounts  with  incorrect  addresses,  transferring  accounts 
with  incorrect  addresses  to  collection  agencies,  and  transferring  account  characteristics  and 
experimenting  with  transfer  criteria. 

DCS  management  generally  agreed  with  the  conclusions  in  the  report.  The  response 
indicated  that  DCS  is  already  in  the  process  of  implementing  specific  changes. 
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"Effectiveness  and  Efficiency  of  Debt  Collection  Service  - 
Areas  Related  to  Collection  Agency  Activities" 

ACN  05-50007   November  9,  1995 

During  our  Audit,  we  found  that  collection  agencies  played  a  very  important  role  in  DCS 
operations.  By  using  collection  agencies,  DCS  had  more  people  collecting  on  accounts  and 
only  incurred  costs  when  results  were  successful.  In  the  future,  collection  agencies  will 
continue  to  play  a  very  important  role. 

Our  review  found  that  DCS  could  improve  the  role  collection  agencies  play  in  DCS's 
efforts  to  meet  its  mission  of  providing  quality  customer  service  and  sound  credit 
management  to  increase  net  revenue.  We  recommended  that  DCS: 

•  Include  provisions  in  the  next  set  of  collection  contracts  to  assure  itself  that 
collection  agencies  continue  performing  required  collection  activity  on  all  accounts; 

•  let  collection  agencies  approve  compromises  and  automate  the  Debt  Management 
and  Collection  System  (DMCS)  so  that  compromise  payments  close  accounts;  and 

•  let  collection  agencies  process  disability  and  death  resolutions,  and  automate  the 
DMCS  for  disability  and  death  resolutions. 

The  Department  generally  agreed  with  the  conclusions  and  recommendations  in  the 
report.  The  written  response  indicated  that  DCS,  as  an  organization  that  espouses 
continuous  improvement,  is  already  implementing  specific  changes  in  two  of  the  three 
improvements  areas  discussed  in  the  report.  We  have  further  been  advised  that  DCS 
concurs  with  the  conclusions  and  recommendations  in  the  third  improvements  area  and  will 
implement  the  recommendations  the  same  way  it  implements  changes  related  to  the  second 
improvement  area. 


"Effectiveness  and  Efficiency  of  Debt  Collection  Service  - 
Areas  Outside  Management's  Control" 

ACN  05-40003  March  12,  1996 

Our  review  disclosed  that  ED  might  have  an  opportunity  to  further  improve  customer 
service  and  generate  about  $16  million  to  $17  million  for  each  additional  $1  million 
invested  toward  Debt  Collection  Service  (DCS)  in-house  collection  activities  by  either 
moving  DCS,  currently  housed  in  the  Office  of  Postsecondary  Education  (OPE),  to  the 
Office  of  the  Chief  Financial  Officer  (OCFO);  or  developing  a  Memorandum  of 
Understanding  (MOU)  between  OCFO  and  OPE  to  ensure  that  OPE  maintains  a  consistent 
focus  on  ED's  long-term,  Department- wide  debt  collection  policy. 


1389 


We  also  found  that  DCS's  computer  system  was  not  always  available  for  DCS  staff  to  use, 
operated  slowly,  and  was  awkward  to  use.  As  a  result,  DCS: 

•  could  not  implement  its  collection  initiatives  in  a  timely  manner; 

•  used  limited  staff  resources  to  manually  perform  tasks  that  could  be  automated, 
delaying  other  important  work;  and 

•  could  not  service  its  entire  portfolio,  delaying  account  resolution  and  customer 
service  processes. 

We  recommended  that  ED  provide  DCS  with  more  control  over  its  computer  system,  or 
dispose  of  the  current  system  and  contract  for  a  new  one. 

"Audit  of  Great  Lakes  Higher  Education  Corporation's  Reporting  of  Defaulted 

Federal  Family  Education  Loan  Program  Loans  Consolidated 

Under  the  Federal  Consolidation  Loan  Program" 

ACN  05-50002   November  8,  1995 

Our  review  found  that  reporting  consolidated  loans  as  collections  allowed  the  Great 
Lakes  Higher  Education  Corporation  (GLHEC)  to  Retain  Excessive  FCL  (Federal 
Consolidation  Loan)  payments.  We  recommended  that  the  Department  instruct  GLHEC  to: 

•  refund  to  ED  $1,012,000;  and 

•  report  the  payments  received  in  the  consolidation  of  defaulted  loans  separately 
from  collections  on  defaulted  loans  on  its  monthly  claims  and  collections  report. 

GHLEC  concurred  with  the  general  policy  objective  of  our  recommendations.  Following 
the  issuance  of  our  draft  report,  we  were  advised  that  the  Department  plans  to  issue 
guidance  clarifying  the  retention  of  payments  guaranty  agencies  receive  as  the  result  of 
borrowers  consolidating  defaulted  FFELs.  Therefore,  the  amount  recommended  for  refund 
to  ED  may  need  to  be  adjusted. 

"Audit  of  Illinois  Student  Assistance  Corporation's  Reporting  of  Defaulted 

Federal  Family  Education  Loan  Program  Loans  Consolidated 

Under  the  Federal  Consolidation  Loan  Program" 

ACN  05-50004  November  9,  1995 

Our  review  found  that  reporting  consolidated  loans  as  collections  allowed  the  Illinois 
Student  Assistance  Corporation  ('ISAC)  to  Retain  Excessive  FCL  payments.  We 
recommended  that  the  Department  instruct  ISAC  to: 
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•  refund  to  ED  $445,777;  and 

•  report  the  payments  received  in  the  consolidation  of  defaulted  loans  separately 
from  collections  on  defaulted  loans  on  its  monthly  claims  and  collections  report. 

"The  Escrow  Process:  A  Potentially  Effective  Tool 
for  Safeguarding  Title  IV  Funds" 

ACN  06-40004    January  29,  1996 

Our  audit  found  that  the  Department's  lack  of  coordinated  policies  and  procedures 
relative  to  the  escrow  process  has  caused  the  process  to  be  used  only  sparingly  as  a  sanction 
against  schools  with  known  refund  problems.  As  a  result,  many  Title  IV  funds  remain  at 
heightened  risk,  and  students  and  the  government  bear  the  cost  when  loan  and  other  Title 
IV  refunds  go  unmade. 

We  recommended  that  the  Department  develop  and  apply  policies  and  procedures  that 
encourage  the  use  of  escrow  agreements  at  schools  with  known  refund  problems.  These 
procedures  should  ensure  that  the  escrow  agents  perform  the  monitoring  function  the 
Department  expects  from  them.  We  further  recommended  that  the  Department  establish  and 
coordinate  which  office(s)  will  be  responsible  for  initiating  and  overseeing  the  escrow 
process. 

"Closed  Schools:  $2.4  Billion  Unaudited" 

ACN  07-48051  September  26,  1995 

We  found  that  close-out  audits  reporting  on  the  use  of  approximately  $2.4  billion  in 
student  aid  funds  were  not  submitted  to  the  Office  of  Postsecondary  Education  (OPE)  as 
required.  This  occurred  because: 

•  the  means  to  effectively  enforce  the  audit  requirement  do  not  exist; 

•  OPE's  focus  is  directed  toward  teach-out,  loan  discharge  and  other  activities  for 
students,  with  little  emphasis  on  the  financial  accountability  for  Federal  taxpayer 
funds  when  schools  close;  and 

•  the  collection  and  flow  of  data  concerning  school  closures  and  troubled  schools  is 
fragmented  throughout  OPE. 

We  recommended  that  OPE  establish  additional  control  procedures  to  overcome  the 
factors  hampering  the  flow  of  close-out  audits  and  related  information.  Although  OPE 
officials  did  not  agree  with  all  of  our  findings  or  the  causes  that  we  attributed  to  them,  they 
generally  concurred  with  the  recommendations  set  out  in  our  report. 
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"The  Department  Should  Evaluate  the  Need 
for  Annual  Child  Counts  in  the  Impact  Aid  Program" 

ACN  09-38259    September  12,  1995 

School  districts  that  want  to  receive  Impact  Aid  funds  must  submit  an  application  each 
year,  reporting  the  number  of  federally  connected  children  in  their  schools.  The  Department 
allocates  Impact  Aid  funds  to  the  school  districts  on  the  basis  of  these  child  counts,  which 
are  time  consuming  for  parents  (estimated  at  180,000  hours  per  year)  school  district 
personnel  (estimated  at  an  average  of  300  hour-per  district  each  year)  and  Department 
employees  (22  percent  of  the  Office  of  Elementary  and  Secondary  Education's  salary  and 
operating  expenses). 

We  found  that  annual  child  counts  may  not  be  necessary  because  the  child  counts 
generally  remain  stable  from  year  to  year.  If  the  child  counts  are  required  less  often,  the 
amount  of  time  devoted  to  this  application  process  could  be  significantly  reduced.  We 
recommended  that  the  Assistant  Secretary  for  Elementary  and  Secondary  Education 
consider: 

•  requiring  school  districts  to  submit  applications  on  a  less  frequent  basis  (multi- 
year  applications); 

•  allowing  school  districts  to  submit  new  child  counts  when  they  experience 
increases  in  federally  connected  children  that  exceed  a  specified  threshold;  and 

•  staggering  the  receipt  of  applications  so  that  all  applications  will  not  be  processed 
in  the  same  year. 

Department  officials  did  not  agree  with  our  recommendations.  They  expressed  serious 
concerns  about  making  the  child  counts  less  frequently.  We  recognize  that  they  raise  valid 
issues  that  must  be  considered  carefully  before  making  any  decisions  on  this  matter.  We 
plan  to  work  with  Department  officials  to  resolve  these  issues. 

"Review  of  Office  for  Civil  Rights  - 
Complaint  Evaluation  and  Use  of  Resources" 

ACN  05-50200  November  22,  1995 

Our  audit  disclosed  that  OCR  has  made  many  improvements  in  operations  -  including 
employee  empowerment,  reduced  levels  of  review,  a  new  Complaint  Resolution  Manual, 
and  a  new  organizational  structure  -  which  have  helped  OCR  improve  the  way  it  evaluates 
and  resolves  civil  rights  complaints.  Our  report  recommended  ways  in  which  OCR  might 
further  improve  its  operations  in  the  following  areas. 
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•  We  found  that  some  regional  offices  may  rely  on  the  memory  of  regional  personnel 
for  information  to  determine  if  OCR  will  proceed  with  or  continue  complaint 
resolution  during  the  evaluation  process.  OCR  could  improve  complaint  resolution 
by  requiring  all  regions  to  routinely  use  a  formal  system,  rather  than  memory,  to 
gather  information  need  to  fully  evaluate  civil  rights  complaints. 

•  OCR  uses  many  different  information  systems  to  gather  information,  record 
complaints  and  manage  its  case  load.  These  systems  currently  do  not  always  provide 
complete  and  accurate  information  in  a  flexible  manner.  We  suggested  several 
actions  which  OCR  could  take  to  improve  its  information  systems. 

•  OCR  is  reorganizing,  moving  from  a  hierarchical  structure  to  a  team-based  structure. 
We  provided  suggestions  to  help  OCR  improve  its  reorganization  and  further  meet 
its  mission. 

•  OCR  management  generally  agreed  with  the  conclusions  and  recommendations  in 
the  report.  The  response  indicated  that  OCR  has  made  many  improvements  in 
operations  and  expects  to  implement  most  of  the  changes  by  the  end  of  fiscal  year 
1996. 

"Helping  to  Assure  Equalized  Educational  Opportunities  with  HE  A,  Title 
Institutional  Aid  Funds  -  Global  Performance  Measures  Needed" 

Washington,  D.  C. 

ACN  04-40100    August  25,  1995 

The  Title  III  Institutional  Aid  program  provides  financial  assistance  to  institutions  that 
enroll  large  proportions  of  disadvantaged  students.  Part  of  our  review  focused  on  whether 
the  program  is  achieving  intended  results.  Our  report  recommends  that  ED: 

•  concisely  define  specific,  measurable  goals  to  indicate  overall  achievement  of  the 
Title  III  program  purpose  of  "equalized  educational  opportunity;" 

•  develop  performance  indicators  and  implement  performance  assessment  procedures; 
and 

•  refine  Title  III  program  processes. 

Implementation  of  the  recommendations  will  be  responsive  to  the  1993  National 
Performance  Review  and  assure  compliance  with  the  Government  Performance  and  Results 
Act  of  1993. 
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The  other  part  of  our  review  focused  on  oversight  of  the  program  to  ensure 
accountability.  The  report  on  this  part  of  our  review  is  below. 

"Process  Enhancements  in  the  HEA,  Title  III  Institutional  Aid  Program 
Would  Increase  Program  Efficiency,  Despite  Limited  Resources" 

ACN  04-60001  March  27,  1996 

Our  limited  review  disclosed  that  processes  could  be  enhanced  in  the  Title  III, 
Institutional  Aid  program,  to  increase  program  efficiency  and  help  realize  the  goals  of  the 
1 993  National  Performance  Review.  The  processes  that  could  be  enhanced  include  those 
of  determining  eligibility,  reviewing  applications,  and  granting  awards,  as  well  as  those  of 
providing  technical  assistance  and  conducting  monitoring.  In  addition  to  satisfying  the 
recommendations  of  the  NPR,  the  enhancements  would  help  focus  limited  administrative 
resources  where  needed  most  and  facilitate  achievement  of  objectives  by  grant  recipients. 

Local  School  Districts'  Use  of  Drug-Free  Schools 
and  Communities  Act  Funds 

February  8,  1996 

At  the  request  of  the  House  Subcommittee  on  National  Security,  Internal  Affairs  and 
Criminal  Justice,  we  performed  a  review  to  determine  how  local  school  districts  used  their 
Drug-Free  Schools  Communities  Act  (DFSCA)  funds.  We  visited  nine  school  districts  and 
determined  how  they  used  their  DFSCA  funds  during  fiscal  year  1995.  This  review  was 
not  an  audit,  and  because  we  visisted  only  nine  school  districts,  we  could  not  draw 
conclusions  about  the  DFSCA  program  nationwide.  However,  we  did  draw  the  following 
conclusions  about  the  nine  districts  we  visisted. 

•  We  found  that  all  nine  districts  had  program  elements  that  clearly  discouraged  drug 
use  and  that  all  nine  also  had  aspects  other  than  just  drug  avoidance,  such  as 
improving  self-esteem,  conflict  resolution,  and  improving  social  behavior.  Local 
school  officials  informed  us  that  such  programs  have  shown  better  results  than 
programs  that  simply  educate  the  students  about  drugs  or  utilize  scare  tactics. 

•  Eight  of  the  nine  districts  solicited  suggestions  from  the  community  including 
parents,  in  developing  their  DFSCA  programs. 

•  All  nine  districts  provided  training  for  teachers  and  counselors  in  addition  to  student 
instruction. 

•  Five  of  the  nine  districts  also  received  significant  amounts  of  State  and  local  funding 
for  their  drug-free  activities. 
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Planning  and  Evaluation  Service 

Washington,  D.C. 

ACN  03-30202  March  14,  1995 

Our  performance  audit,  "Looking  Ahead.  .  .  Making  the  Most  of  Evaluations,"  found 
ED's  Planning  and  Evaluation  Service  (PES)  to  be  a  highly  successful  and  respected  office. 
We  did,  however,  identify  the  following  areas  where  PES's  effectiveness  could  be  enhanced. 

•  PES's  effectiveness  would  be  enhanced  by  the  development  of  information  on  how 
evaluations  are  used  by  internal  and  external  customers.  Such  information  could  be 
used  to  plan  evaluations  that  better  meet  customers'  needs.  We  made  several 
recommendations  to  address  this. 

•  Measures  of  timeliness  should  be  developed  that  reflect  customer  needs.  In  this 
regard,  we  recommended  that  ED  pilot  a  new  contract  administration  process  using 
teams  to  more  effectively  manage  the  evaluation  contracting  process.  We  also 
recommended  development  of  a  system  that  accumulates  data  on  timeliness  and 
requires  the  reporting  of  this  information  to  senior  management  and  program 
officials. 

•  Technology  should  be  used  to  improve  report  dissemination.  We  recommended  the 
development  of  a  dissemination  process  that  focuses  on  innovation  and  state-of-the- 
art  technology.  We  also  recommended  the  coordination  of  PES's  dissemination 
process  with  that  of  ED's  Office  of  Educational  Research  and  Improvement  (OERI), 
and  where  appropriate,  the  utilization  of  OERI's  technology  and  dissemination 
system. 

"Financial  Statement  Audit 

U.S.  Department  of  Education  Federal  Family  Education  Loan  Program 

for  the  Years  Ending  September  30, 1994  and  September  30, 1993" 

ACN  17-40302     May  31,  1995 

The  auditors'  report  indicated  that  they  were  unable  to  express  an  opinion  on  the 
principal  financial  statements,  taken  as  a  whole,  for  the  fiscal  years  ending  September  30, 
1994  and  September  30,  1993  because  of  unreliable  student  loan  data.  We  determined 
through  detailed  procedures  that  the  statements  of  cash  flows  did  state  fairly  the  cash 
actually  received  and  disbursed  by  the  FFEL  program. 

Our  report  on  the  Internal  Control  Structure  disclosed  three  material  weaknesses  in  internal 
controls.  These  weaknesses  follow: 

•  Unreliable  loan  data  continues  to  prevent  ED  from  reasonably  estimating  FFEL 
program  costs. 
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•  Controls  are  not  in  place  to  verify  that  billing  reports  submitted  by  guaranty  agencies 
and  lenders  are  reasonable. 

•  The  financial  reporting  process  does  not  ensure  that  financial  statements  and  other 
management  reports  are  reliable. 

The  report  provided  recommendations  for  improving  controls  over  cash  reconciliation, 
loan  receivables  and  other  areas.  The  report  on  Compliance  with  Laws  and  Regulations 
disclosed  no  instances  of  non-compliance. 
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Department  of  Health  and  Human  Services  Significant  Audit  Reports 


Federal  and  State  Partnership:  Joint  Audits  of  Medicaid: 

The  OIG  has  formed  partnerships  with  State  auditors  and 
other  interested  State  groups,  as  well  as  HCFA  staff,  to 
identify  opportunities  for  curbing  Medicaid  costs  and  to 
produce  savings  at  both  the  Federal  and  State  levels .   These 
partnerships  which  provide  broader  coverage  of  the  Medicaid 
program  with  limited  resources  have  produced  8  reports  so 
far.   Following  is  a  summary  of  one  of  these  reports: 

Report  on  Medicaid  Payments  for  Certain  Clinical 
Laboratory  Tests  in  Massachusetts:   The  Massachusetts 
State  Auditor  and  the  OIG  issued  a  joint  report  on  an 
audit  of  Medicaid  laboratory  services  for  the  period 
from  January  1,  1992  through  December  31,  1993.   The 
Massachusetts  State  Auditor  found  that  the  State  Agency 
did  not  have  adequate  controls  to  preclude  payment  of 
unbundled  or  duplicated  claims  for  certain  laboratory 
services.  Recommendations  called  for  installation  of 
appropriate  edits  and  a  potential  recovery  of  $3.4 
million  in  Federal  and  State  overpayments. 
(CIN:  A-01-95-00002) 

Reports  have  also  been  issued  in  Louisiana,  North  Carolina 
and  Ohio. 

Status  Report:   Office  of  Inspector  General/Department  of 
Justice  Joint  Project- -Medicare  Non-physician  Outpatient 
Bills  Submitted  by  Hospitals:   This  report  provides  the 
status  of  an  ongoing  nationwide  project  being  conducted 
jointly  by  the  Office  of  Inspector  General  and  the 
Department  of  Justice.   The  primary  objective  of  the  project 
^Ls  to  recover  from  hospitals  improper  amounts  billed  for 
' non-physician  outpatient  services  that  were  also  included  in 
-inpatient  payments  made  under  Medicare's  prospective  payment 
system  (PPS) . 

To  date  this  audit/investigative  partnership  has  identified 
4,660  hospitals  that  submitted  bills  for  outpatient  services 
included  in  inpatient  payments  made  under  the  PPS.   The 
Project  Team  estimates  that  the  project  will  result  in 
recoveries  of  over  $200  million  from  the  hospitals,  refunds 
to  beneficiaries,  and  improved  hospital  controls.   (CIN:   A- 
03-94-00021) 

Wound  Care  Supplies  (October  1995) :   Questionable  Medicare 
payments  for  wound  care  supplies  may  account  for  as  much  as 
two-thirds  of  the  $98  million  that  Medicare  paid  for  wound 
care  supplies  between  June  1994  and  February  1995.   This 
finding  was  based  on  a  review  of  claims  selected  for  a  1 
percent  sample  of  beneficiaries  in  a  series  of  evaluation 
reports  on  wound  care  supplies  that  was  part  of  Operation 
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Restore  Trust .   Many  of  the  excessive  payments  were 
concentrated  in  8  States,  48  suppliers,  and  1  carrier.   Less 
than  40  percent  of  beneficiaries  resided  in  skilled  nursing 
or  nursing  facilities,  yet  these  beneficiaries  received  more 
than  70  percent  of  would  care  benefits. 

The  OIG  also  found  that,  although  nursing  homes  and 
physicians  determine  which  patients  need  supplies,  some 
suppliers  determine  the  amount  provided.   Wound  care 
supplies  are  frequently  provided  in  standard  kit  form  to 
beneficiaries,  and  some  suppliers  provide  inducements  to 
nursing  homes  and  beneficiaries  to  accept  their  products. 
Further,  beneficiaries  may  not  be  receiving  or  using  all  of 
the  wound  care  supplies  reimbursed  by  Medicare.   The  OIG 
reports  identified  questionable  billing  practices  and 
supplier  and  nursing  home  practices  leading  to  questionable 
payments  in  the  five  States  targeted  by  Operation  Restore 
Trust . 

The  HCFA  and  DME  regional  carriers  have  taken  corrective 
actions  to  address  wound  care  abuses  and  continue  to  explore 
others.   A  long-term  solution  would  require  the  bundling  of 
services  in  nursing  homes.   Findings  of  similar  OIG 
evaluations,  coupled  with  these  reports  on  wound  care 
supplies,  provide  continued  support  for  HCFA's  effort  to 
implement  this  requirement . 

Medicaid  Payments  for  Incontinence  Supplies  (November  1995)  : 
In  a  report  last  year,  the  OIG  found  that  questionable 
billing  practices  may  account  for  almost  $100  million  or 
one-half  of  Medicare  incontinence  allowances  in  1993,  and 
that  suppliers  engage  in  questionable  marketing  practices 
leading  to  unnecessary  or  non-covered  supplies  received  by 
Medicare  beneficiaries.   This  review  was  undertaken  to 
determine  if  similar  practices  exist  in  the  Medicaid 
program. 

•  The  OIG  found  that  7  of  the  14  sampled  States 
identified  a  wide  variety  of  improper  claims  such  as 
billings  for  recipients  who  were  not  incontinent,  for 
supplies  that  were  never  delivered,  and  for  excessive 
quantities  of  diapers  for  nursing  home  patients. 

•  Further,  the  OIG  determined  that  States  do  not 
generally  review  the  appropriateness  or  necessity  of 
incontinence  services  paid  by  them  on  crossover 
(payments  for  the  recipients  premium,  deductible  and 
coinsurance  made  by  Medicaid  for  individuals  also 
entitled  to  Medicare) ,  and  Medicare  does  not  require 
carriers  to  notify  Medicaid  State  agencies  of  improper 
payments  made  on  behalf  of  Medicaid  beneficiaries. 

The  OIG  recommended  that  HCFA  alert  Medicaid  State  agencies 
about  this  vulnerability  and  take  appropriate  steps  to 
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ensure  that  they  are  notified  of  improper  Medicare  payments 
which  contractors  discover  have  been  made  on  behalf  of  a 
Medicaid  beneficiary.   The  second  recommendation  is 
applicable  to  all  Medicare  services  provided  to  Medicaid 
recipients,  not  just  incontinence  supplies.   The  HCFA 
concurred  with  the  recommendations  and  plans  to  take 
corrective  action. 

Home  Health  Agency  Costs:   Prior  to  the  Operation  Restore 
Trust  (ORT)  initiative,  the  OIG,  working  with  HCFA,  had 
developed  strategic  plans  for  targeting  audit,  evaluation 
and  investigative  work  in  the  areas  of  home  health,  nursing 
homes  and  medical  equipment  and  supplies. 

As  an  example,  the  following  OIG  home  health  agency  (HHA) 
audits  led  to  the  creation  of  a  prototype  which,  through  the 
use  of  ORT  funds,  is  being  applied  to  a  number  of  other  HHAs 
in  ORT  States. 

Review  of  Costs  Claimed  by  St.  Johns  Home  Health  Agency 

•  This  final  audit  report  points  out  that  75.5  percent  of 
St.  Johns'  reimbursement  claims  for  providing  home 
health  services  for  the  Fiscal  Year  ended  June  30,  1993 
were  inappropriate  because: 

(1)  21.5  percent  were  for  home  health  visits  not  made, 

(2)  29  percent  were  for  visits  made  to  individuals 
who,  in  their  own  opinion,  or  in  the  opinion  of  medical 
experts,  were  not  homebound, 

(3)  23.5  percent  were  for  visits  which  physicians 
denied  authorizing,  and 

(4)  1.5  percent  were  for  visits  which  the  beneficiary 
did  not  want  or  were  not  adequately  documented. 

•  Of  the  $45.4  million  claimed  by  St.  Johns  for  FY  1993, 
we  estimate  that  $25.9  million  was  for  improper  claims. 


•  While  we  understand  that  St.  Johns  is  currently  in 
bankruptcy  proceedings,  we  recommended  that  the  Health 
Care  Financing  Administration  (HCFA) ,  to  the  extent 
possible,  recover  overpayments  as  part  of  those 
proceedings .   The  HCFA  concurred  with  our 
recommendation.   (CIN:   A-04-94-02078) 

General  and  Administrative  Costs  Claimed  by  ABC  Home  Health 
Services,  Inc. 

•  This  final  audit  report  points  out  that  ABC  claimed 
unallowable  general  and  administrative  (G&A)  costs  of 
$14.3  million  out  of  $52.3  million  reported  in  calendar 
year  1992. 

•  The  costs  were  generally  unallowable  because  they  were 
not  reasonable,  were  not  necessary  for  the  maintenance 
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of  the  health  care  entity,  or  did  not  relate  to  patient 
care . 

•  We  recommended  that  the  fiscal  intermediary  for  ABC 
remove  $14.3  million  from  ABC's  1992  cost  reports.   The 
Health  Care  Financing  Administration  generally  agreed 
with  our  findings  and  conclusions. 

(CIN:   A-04-93-02067) 

Variation  Among  Home  Health  Agencies  in  Medicare  Payments 
for  Home  Health  Services  (July  1995)  :   This  evaluation 
report  describes  the  variation  in  average  reimbursement  per 
beneficiary  for  6,803  home  health  agencies  (HHAs)  for  1993, 
and  assesses  possible  causes  of  the  variation.   The  OIG 
found  that : 

•  on  average,  the  highest  reimbursement  group  of  HHAs 
received  five  times  the  amount  of  Medicare 
reimbursement  per  beneficiary  as  the  lower  group; 

•  average  reimbursement  per  visit  was  similar  among  HHAs 
but  the  number  of  visits  varied  widely; 

•  higher  reimbursement  HHAs  tended  to  be  proprietary, 
for-profit,  non-affiliated  organizations,  which 
provided  seven  times  more  aide  visits  than  the  lower 
reimbursement  group;  and 

•  differences  in  quality  of  service  and  beneficiary 
characteristics  did  not  appear  to  explain  the  variation 
in  average  reimbursement . 

The  OIG  recommended  that  HCFA  intensify  its  efforts  to 
scrutinize  claims  submitted  by  high-cost  agencies  and 
explore  ways  to  prevent  unscrupulous  agencies  from  engaging 
in  abusive  practices.   Controlling  the  number  of  home  health 
care  visits  would  save  billions  of  Medicare  dollars.   The 
average  number  of  visits  per  Medicare  beneficiary  for  almost 
two-thirds  of  HHAs  in  1993  was  33.   Using  HCFA  projections 
of  $14.4  billion  in  Medicare  home  health  care  expenditures 
for  1995,  an  average  number  of  33  visits  per  HHA  would 
result  in  a  savings  of  nearly  $5  billion. 

Early  Experiences  with  Clinical  Practice  Guidelines 
Sponsored  by  the  Agency  for  Health  Care  Policy  and  Research 

(September  1995) :   The  OIG  surveyed  380  key  health  care 
organizations  to  help  the  Agency  for  Health  Care  Policy  and 
Research  (AHCPR)  gain  a  better  understanding  of  the  extent 
to  which,  and  manner  in  which,  organizations  have  been  using 
its  clinical  practice  guidelines. 

•  Twenty  percent  of  the  respondents  reported  that  they 
have  used  1  or  more  of  the  6  guidelines,  and  an 
additional  12  percent  reported  that  they  plan  to  do  so. 
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•  Ninety-six  percent  of  respondents  using  the  guidelines 
reported  that  their  efforts  to  do  so  focused  on 
clinicians,  and  34  percent  reported  that  they  directed 
guideline- implementation  efforts  towards  patients. 

•  At  this  point  in  the  implementation  process,  only  8 
percent  of  respondents  that  used  the  guidelines 
reported  that  they  measured  the  effects  of  their 
guideline  use. 

•  Sixty- three  percent  of  respondents  who  used  the 
guidelines  reported  encountering  obstacles  in  doing  so. 
Clinician  resistance  was  the  second  most  frequently 
cited  obstacle;  some  physicians  were  concerned  about 
what  they  perceived  to  be  "cookbook"  medicine,  and  some 
nurses  were  concerned  about  the  possibility  of 
increased  administrative  and  patient  care  workloads. 

The  OIG  recommended  that  AHCPR  determine  more  effective  ways 
to  promote  familiarity  with  and  use  of  guidelines;  make 
increased  technical  support  available  to  guideline  users; 
and  develop  and  implement  systematic  mechanisms  for 
obtaining  objective  feedback  about  guideline  use,  including 
the  sponsoring  or  regular  surveys  of  health  care 
organizations . 

Rising  Costs  in  the  Emergency  Assistance  Program:   From  1991 
to  1994,  emergency  assistance  (EA)  expenditures  claimed  by 
States  have  increased  by  approximately  400  percent,  from 
$153  million  to  $782  million.   Emergency  assistance 
expenditures  are  expected  to  reach  over  $1  billion  in  1996. 


This  final  audit  report  points  out  that  States,  in  order  to 
maximize  Federal  revenue,  have  been  amending  their 
respective  EA  programs  to  obtain  funding  for  services 
traditionally  State  funded.   These  services,  predominantly 
juvenile  justice,  tuition,  foster  care,  and  child  welfare, 
usually  address  long-term  problems.   Because  the  EA 
legislation  and  regulations  are  broad,  States  are  able  to 
shift  these  costs  by  lengthening  the  eligibility  periods, 
defining  emergencies  to  allow  the  shifting  to  occur,  and 
setting  high  income  standards  for  eligibility. 

Primary  recommendations  call  for  the  Administration  for 
Children  and  Families  (ACF)  to  support  legislation  that 
would  either  cap  the  Federal  share  of  EA  expenditures  or 
include  the  program  as  part  of  a  block  grant,  and  revise  or 
rescind  current  ACF  policies  allowing  the  shifting  of  costs 
to  the  EA  program,  especially  where  such  costs  have  been 
borne  traditionally  by  the  States.   The  ACF  agreed  that 
there  is  a  urgent  need  to  control  the  rapid  escalation  of  EA 
expenditures,  and  agreed  to  support  capping  EA  expenditures. 
(CIN:   A-01-95-02503) 
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Mr.  Porter.  I  think  what  we  will  have  to  do  here  is  to  abbre- 
viate this  hearing,  because  there  is  a  vote  on  now  and  I  wouldn't 
get  back  before  very  near  the  end  of  our  allotted  time.  In  any  case, 
I  do  have  additional  questions  for  the  record. 

I  do  very  much  appreciate  each  of  you  coming  before  the  sub- 
committee to  testify  this  afternoon.  We  will  take  your  budgets 
under  advisement  and  we  appreciate  the  fine  work  that  you're 
doing. 

Thank  you  all  very  much. 

The  subcommittee  stands  in  recess  until  markup. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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U.S.  DEPARTMENT  OF  EDUCATION 
REAL  SAVINGS 

Mr.  Porter.  Each  of  you  claims  significant  savings  in  your  semi-annual  reports 
attributable  to  the  work  of  your  offices.  However,  I  am  unclear  as  to  how  much  of  the 
savings  are  actually  realized.  Could  each  of  you  tell  me  how  much  money  was  actually 
collected  by  the  federal  government  through  fines,  restitutions  or  civil  penalties  as  a  result 
of  your  offices'  activities  during  the  last  semi-annual  reporting  period? 

Mr.  Bloom.  During  the  3-1/2  year  period  from  October  1 , 1 992  to  March  31,1 996,  the 
Federal  Government  recovered  $94.5  million  as  a  result  of  OIG  audits  and  investigations- 
exclusive  of  recoveries  from  our  investigative  activity  that  were  made  by  the  Treasury 
Department  but  about  which  information  is  not  readily  available.  These  amounts  also  do 
not  reflect  the  millions  that  were  not  recovered  due  to  auditees'  filing  for  bankruptcy  rather 
than  paying  penalties,  and  the  additional  millions  that  were  payable  to  lenders  and  students 
rather  than  the  Federal  Government. 

Mr.  Porter.  What  other  concrete  examples  of  measurable  savings,  in  an  auditable 
sense,  can  you  identify  that  result  from  the  work  of  your  offices  and  what  proportion  of  total 
reported  savings  do  these  represent? 

Mr.  Bloom.  During  the  last  semi-annual  reporting  period,  the  Federal  Government 
recovered  $2.3  million  as  a  result  of  OIG  audit  and  investigative  activity.  This  compares  to 
the  $2.8  million  in  recommended  audit  recoveries  and  ordered  fines  and  restitutions  from  our 
investigations. 

The  reason  for  the  relatively  small  amount  of  recommended  recoveries  for  the  last 
reporting  period  is  that  we  have  focused,  recently,  on  conducting  performance  audits-aimed 
at  improving  Departmental  programs,  systems,  and  operations— rather  than  compliance 
audits,  which  have  most  commonly  targeted  mismanagement  of  Federal  funds  by  schools 
participating  in  the  Title  IV  student  aid  programs.  While  performance  audits  may  result  in 
significant  program  changes,  the  effects  are  often  difficult  to  quantify.  For  example,  we  have 
made  numerous  recommendations  to  improve  the  "gatekeeping  process,"  by  which  schools 
are  permitted  to  participate  in  the  student  aid  programs.  Implementation  of  our 
recommendations  will  prevent  abusive  schools  from  participation,  which  will  save  millions 
of  dollars  from  being  misspent  and  prevent  loans  from  being  defaulted.  However,  it  is 
impossible  to  project  the  precise  amount  of  these  future  savings. 

USE  OF  FUNDS  FOR  ADVOCACY  OR  POLITICAL  PURPOSES 

Mr.  Porter.  Every  year  complaints  arise  concerning  the  possible  misuse  of  Federal 
funds  by  grantees  or  contractors.  The  complaints  vary  from  year  to  year,  but  we  always  hear 
them.  These  include  such  things  as  the  use  of  funds  for  lobbying  purposes  or  political 
campaign  purposes. 
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When  you  are  doing  an  audit  of  a  grantee,  are  there  specific  steps  that  you  take  to  check 
on  this  kind  of  activity,  or  do  you  just  wait  until  you  get  a  complaint  from  someone? 

Mr.  Bloom.  When  conducting  audits,  our  staff  are  always  alert  for  any  evidence  of 
noncompliance  with  Federal  requirements,  such  as  the  prohibition  against  using  Federal 
funds  for  lobbying  and  political  activity  at  the  Federal,  State,  and  local  levels.  They  are  also 
required  to  follow-up  on  such  activity,  and  they  do  so. 

Both  OIG  auditors  and  the  nonfederal  auditors  that  conduct  federally  required  audits, 
are  provided  specific,  written,  procedural  guidance  on  this  matter.  For  example,  the  guidance 
for  conducting  reviews  under  the  Single  Audit  Act  reads  as  follows: 

•  Test  the  expenditure  and  related  records  for  indications  of  lobbying  activities, 
publications,  or  other  materials  intended  for  influencing  legislation  or  similar  type 
costs. 

•  Test  the  personnel  and  payroll  records,  and  identify  persons  whose  responsibilities 
or  activities  include  political  activity. 


• 


Test  whether  the  above  costs,  if  any  exist,  are  charged  directly  or  indirectly,  to 
federally-assisted  programs." 


Mr.  Porter.  When  you  do  find  an  instance  where  this  type  of  thing  occurs,  tell  us 
what  steps  you  take  to  address  it  and  to  make  sure  that  it  doesn't  happen  again. 

Mr.  Bloom.  The  most  recent  case  in  which  such  a  problem  was  found  by  our 
auditors,  we  recommended  that  the  Department  require  the  auditee's  board  of  directors  to: 
1)  assure  that  the  staff  of  the  organization  be  made  aware  of  the  prohibition;  2)  assure  that 
the  staff  not  engage  in  such  activity  in  the  future  in  their  official  capacities  as  employees  of 
the  organization;  and  3)  have  the  auditee  return  the  amount  used  for  the  unallowable  activity. 

CHIEF  FINANCIAL  OFFICERS  ACT 

Mr.  Porter.  Are  there  specific  steps  that  should  be  taken  to  improve  the  carrying  out  of 
this  Act? 

Mr.  Bloom.  The  CFO  Act  required  agencies  to  implement  improvements  in  their 
financial  management  systems  and  produce  audited  financial  statements  for  trust  funds, 
revolving  funds,  and  funds  performing  commercial  type  activity.  The  Government 
Management  Reform  Act  expanded  the  responsibility  by  requiring  audited  agencywide 
statements  and  a  governmentwide  statement  audited  by  GAO.  Additionally,  the  Government 
Performance  and  Results  Act  requires  agencies  to  develop  strategic  plans  and  performance 
measurement  systems.  We  believe  these  laws  lay  a  good  legislative  foundation  for 
improvements  in  Federal  financial  management. 
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We  believe  that  agencies  are  taking  the  steps  necessary  to  implement  these  Acts.  To  be 
successful,  agencies  must  overcome  serious  weaknesses  in  their  financial  systems  which 
have  hampered  proper  financial  management  of  Federal  programs.  In  many  cases,  agencies 
must  develop  new  accounting  and  performance  measurement  systems  which  can  provide 
auditable  information.  It  is  therefore  vital  that  Congress  provide  the  appropriations 
necessary  to  develop  and  implement  these  new  systems  and  to  fund  the  audits  of  the 
agencywide  financial  statements.  While  we  understand  the  need  for  the  current  downsizing 
effort  in  the  Federal  government,  we  are  concerned  that  reduced  budgets  and  personnel  levels 
which  aim  to  decrease  accountants,  auditors  and  oversight  activities  may  hamper  the  progress 
made  under  the  CFO  Act  and  GMRA. 

LOBBYING  ACTIVITY  BY  ED  GRANTEES 

Mr.  Istook.  In  the  consolidated  management  testimony,  management  mentioned  that 
when  allegations  of  lobbying  with  Federal  funds  are  made,  they  refer  complaints  to  you  so 
that  you  can  investigate  to  see  if  there  was  lobbying  activity  by  a  grantee.  Please  provide  the 
committee  with  the  number  of  such  referrals  you  have  received  since  1992,  with  a  break 
down  by  year.  Please  provide  the  committee  with  a  copy  of  all  audits  that  showed  lobbying 
by  Federal  grantees  with  Federal  funds. 

Mr.  Bloom.  We  have  no  record  of  any  referral  since  1992  relating  to  the  use  of  Federal 
funds  by  grantees  for  lobbying  purposes.  However,  we  have  issued  two  audit  reports 
containing  findings  on  the  matter:  "Internal  Control  Environment  and  Appearance  of 
Conflicts  of  Interest  in  the  Mississippi  Department  of  Vocational  Rehabilitation"  (July  27, 
1993)  and  "Audit  of  ED  Grants  Administered  by  the  Endependence  Center  of  Northern 
Virginia"  (September  17,  1993).  Copies  of  these  audits  are  being  provided  to  the 
Committee. 

Mr.  Istook.  Please  indicate  how  many  grantees  you  have  audited  since  1992,  that 
conduct  lobbying  activities  with  their  private  funds. 

Mr.  Bloom.  The  OIG  has  conducted  22  audits  of  grantees  since  FY  1992,  and  in  only 
2  cases  did  we  report  findings  relating  to  the  use  of  Federal  funds  for  lobbying  activities. 
In  the  other  20  audits  we  did  not  report  findings  on  lobbying. 

Mr.  Istook.  Please  provide  the  breakdown  by  year  of  how  many  audits  of  grantees  were 
conducted,  and  how  many  of  them  lobby  at  a  federal,  state,  or  local  level. 

Mr.  Bloom.  The  following  is  a  breakdown  by  year  of  the  number  of  audits  of  grantees 
conducted  since  1992:  four  audits  were  conducted  in  1992;  seven  in  1993;  seven  in  1994; 
four  in  1995;  and  one  during  the  first  six  months  of  1996. 

Mr.  Istook.  When  you  conduct  audits,  do  you  ask  about  and  record  the  amount  of 
money  grantees  spend  on  lobbying  activities? 
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Mr.  Bloom.  We  have  reported  any  violations  of  Federal  lobbying  requirements 
discovered  during  the  course  of  our  audits,  but  our  auditors  have  not  routinely  asked  grantees 
about  lobbying  activities.  The  recent  rescission  of  Section  319  of  Public  Law  101-121, 
commonly  known  as  the  Anti-Lobbying  Act,  has  eliminated  the  most  direct  requirements 
relating  to  lobbying. 
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U.S.  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

COSTS  OF  ACHIEVING  SAVINGS 

Mr.  Porter:    As  I  reviewed  your  semi-annual  reports  I  noticed  that  there  are 
several  instances  where  you  identify  unnecessary  spending.   For  example,  in  HHS, 
you  identified,  in  one  report,  $10.8  million  in  improper  payments  to  nursing  homes 
for  durable  medical  equipment.   While  $10  million  is  a  large  number,  we  spend 
nearly  $3  billion  on  durable  medical  equipment  in  Medicare. 

How  do  you  deal  with  the  administrative  or  other  costs  of  implementing 
your  proposals  in  displaying  or  claiming  savings  as  a  results  of  your  work? 

Ms.  Brown:    There  are  three  major  components  to  the  overall  OIG 
recoveries  and  savings  reported  to  Congress.   The  first  two,  "questioned  or 
unsupported  costs"  and  "funds  put  to  better  use,"  are  reported  pursuant  to  the 
Inspector  General  Act  Amendments  of  1988  (Act)  (P.L.  100-504)  which  not  only 
require  the  Inspectors  General  (IG)  to  report  to  the  Congress  semiannually  on 
recommendations  made  but  also  that  departmental  management  similarly  report  on 
the  actions  they  have  taken  and  the  amount  of  funds  recovered  or  saved  in  response 
to  the  IG's  recommendations.   The  third,  investigative  receivables,  result  from  our 
investigative  work. 

Permit  me  to  briefly  discuss  each  of  these  cost  categories. 

1.       Questioned  Costs  and  Disallowances   (Section  106  (f)(1)  and  (3)  of  the 
Act).    In  pursuing  audits  and  evaluations,  the  Office  of  Inspector  General 
(OIG)  routinely  identifies  improper  expenditures  and  recommends  that  these 
"questioned  costs"  be  recovered  or  redirected  by  agency  management. 
Costs  may  be  questioned  because  of: 

i.      an  alleged  violation  of  a  provision  of  law,  rule,  contract,  grant  or 
other  document  governing  the  expenditure  of  funds; 

ii.      a  finding  that  the  costs  were  not  supported  by  adequate 
documentation;  or 

iii.      a  finding  that  the  expenditure  was  unnecessary  or  unreasonable. 

When  management  agrees  with  the  OIG  assessment  that  certain  costs  are 
unallowable,  those  costs  are  disallowed  and  an  accounts  receivable 
established.    The  funds  are  recovered  through  direct  repayment,  offset,  or 
withholding. 

The  OIG  reports  only  disallowed  costs  (i.e.,  the  receivable  amount)  and 
HHS  management  reports  actual  recoveries.  In  our  respective 
September  30,  1995  semiannual  reports,  OIG  reported  disallowed  costs  of 
$123  million  and  HHS  management  reported  recovery  of  $237  million, 
consisting  of  collection  of  past  and  current  period  disallowed  costs. 
Because  of  a  number  of  factors  (such  as  the  appeal  process),  collections 
may  lag  6  months  to  several  years  from  final  disallowance. 
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We  do  not  believe  that  the  recovery  of  disallowed  costs  increases  an 
agency's  administrative  burden  in  any  meaningful  way.   Offset  against 
future  awards,  or  other  collection  of  amounts  owed  the  Department  are 
generally  easily  absorbed  in  administering  the  contract  or  grant.   In  fact,  we 
believe  that  an  OIG  audit  often  eases  an  agency's  administrative  activities 
by  providing  an  objective  evaluation  of  a  contractor  or  grantee's 
performance. 

Adopted  and  Implemented  Recommendations  that  Funds  Be  Put  to 
Better  Use  -  Section  106(f)(4)  of  the  Act.   The  role  of  the  IG  is  not  limited 
to  after-the-fact  detection  of  misspent  funds;  equally  important  is  the  IG's 
role  in  preventing  such  inappropriate  expenditures.   IG  recommendations 
frequently  specify  legislative,  regulatory  or  administrative  action  that,  if 
implemented,  result  in  overall  program  savings.   Legislative  or  management 
actions  that  give  rise  to  "reportable"  savings  include: 

i.      Direct  reduction  in  budget  outlays  -  The  OIG  frequently  makes 
recommendations  for  improvements  in  program  policy  and 
management  that  require  legislation  to  accomplish.   For  example, 
such  recommendations  might  involve  changes  in  Medicare 
reimbursement  policies  that  result  in  significant  program 
improvements  and  cost  savings. 

In  calculating  the  amount  of  cost  savings  attributable  to 
implementation  of  its  recommendations  to  put  funds  to  better  use, 
the  IG  considers  "implementation"  to  have  occurred  when  the 
corrective  action  is  actually  accomplished,   which  in  this  case  would 
be  when  legislation  was  enacted.   Reported  savings  are  based  on  the 
most  appropriate  estimate  available  which  in  the  case  of  legislation 
would  be  that  scored  by  the  Congressional  Budget  Office  (CBO). 
For  example,  an  OIG  review  determined  that  private  insurance 
companies  were  being  charged  $200  for  intraocular  lens  (IOLs) 
implants  at  the  same  time  Medicare  was  paying  $350.   Legislation 
capped  Medicare  reimbursement  for  IOLs  at  $200,  which,  according 
to  the  CBO,  would  save  the  trust  fund  $500  million  over  5  years.    A 
follow-up  review  provided  support  to  HCFA  to  reduce  the 
reimbursement  for  IOLs  to  $150,  saving  an  additional  $90  million. 

ii.      Deobligation  of  funds  from  agency  programs  or  operations  -  In 

some  cases,  the  OIG  identifies  such  flagrant  conduct  on  the  part  of  a 
grantee  or  contractor  that  the  agency  action  official  will  choose  to 
terminate  the  grant  in  question,  and  deobligate  any  funds  attributable 
to  the  grant.    Such  funds  may  be  redirected  to  more  worthy 
grantees,  or  returned  to  the  Federal  Treasury.   The  cost  of  carrying 
out  such  actions  are  usually  absorbed  from  existing  administrative 
resources. 


24-955    96-45 
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iii.      Avoidance  of  unnecessary  expenditures  noticed  in  pre-award 
reviews  of  contracts  or  grants  -  OIG  conducts  pre-award  reviews 
of  bids  submitted  on  substantial  contracts.   These  reviews  often 
detect  unrealistically  high  bids,  or  those  that  are  not  adequately 
supported.   Contracting  officials  rely  on  these  OIG  reviews  to 
negotiate  contracts  at  significantly  lower  rates  than  originally 
proposed. 

Pre-award  audits  are  performed  only  at  the  request  of  management. 
The  savings  reported  are  the  amount  by  which  the  contracting  officer 
was  able  to  reduce  the  awarded  contract  price  from  the  bid.   No 
administrative  cost  occurs  in  implementing  the  IG's 
recommendations. 

iv.     Costs  not  incurred  as  a  result  of  implementing  recommended 

improvements  related  to  agency,  contractor  or  grantee  operations 

-  In  identifying  improper  or  inefficient  expenditures,  OIG  audits, 
evaluations  and  investigations  often  uncover  systems  vulnerabilities 
that  allowed  the  inappropriate  payment  to  made.   The  OIG  makes 
recommendations  both  to  recover  the  unallowable  costs,  and  to 
strengthen  management  controls  to  preclude  future  abuse. 

For  example,  the  OIG  might  recommend  safeguards  such  as  "front- 
end  edits"  be  placed  on  Medicare  payments.   In  addition,  OIG 
reviews  disclose  instances  in  which  policy  guidance  is  not  being 
followed  or  not  consistently  so.   For  example,  OIG  reviews  of 
indirect  costs  claimed  by  colleges  and  universities  found  a  number  of 
improper  personal  expenses  being  charged  to  Federal  research 
grants.   Guidance  to  colleges  and  universities  was  revised  to  prevent 
such  improper  charges. 

Savings  resulting  from  such  reductions  in  future  operating  costs  are 
based  on  annualized  estimates  for  the  year  in  which  the  change  is 
effected,  or  where  appropriate,  for  a  projected  multi-year  period. 
While  the  OIG  generally  does  not  develop  independent  estimates  of 
the  cost  to  implement  administrative  change,  we  recognize  that 
administrative  resources  are  limited  and  would  not  recommend 
actions  which  cost  more  than  identified  unallowable  cost  or  the 
intended  asset  that  the  control  is  expected  to  protect.   In  instances 
the  administrative  cost  is  considered  negligible.   For  example, 
revising  Medicare  payment  edits  to  more  effectively  prevent 
duplicate  reimbursements  generally  would  not  result  in  any 
significant  increase  in  operating  costs. 

3.      Investigative  Receivables  -  Among  the  most  tangible  of  OIG  recoveries  are 
the  monetary  receivables  attributable  to  our  investigative  activities.   This 
category  represents  all  fines,  savings,  restitution,  settlements  and  recoveries 
generated  by  judicial  or  administrative  action  resulting  from  OIG 
investigations.   Thus,  criminal  fines  and  civil  judgments  (whether  levied  by 
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a  Federal  or  State  judge,  or  an  Administrative  Law  Judge)  are  included  in 
investigative  receivables,  as  are  voluntary  settlement  amounts,  and 
restitution  orders. 

Investigative  receivables  are  reported  at  the  court  ordered  amount  for  the 
fine  or  restitution.   Actual  collection  of  court  judgments  is  made  by  the 
Department  of  Justice  (DO J).   Full  accounting  of  Medicare/Medicaid 
investigative  receivables  will  be  required  by  the  pending  H.R.  3101,  the 
Health  Coverage  Availability  and  Affordability  Act  of  1996. 

Any  cost  associated  with  these  receivables  (whether  investigative,  audit  or 
collection  costs)  are  included  in  the  recovery  when  specifically  ordered  by 
the  court,  or  voluntarily  agreed  to  by  the  subject.   Even  if  so  ordered  or 
agreed  to,  however,  any  sums  allocated  would  be  returned  to  the  Treasury. 

Mr.  Porter:   Do  your  estimates  ever  offset  the  savings,  fines  or  restitutions 
with  the  administrative  costs  associated  with  the  recommendations? 

Ms.  Brown:   As  discussed  in  the  previous  question,  we  do  not  believe  that 
costs  associated  with  implementing  our  recommendations  increase  an  agency's 
administrative  burden  in  any  meaningful  way.   With  respect  to  fines  or  restitutions, 
unless  specifically  ordered  by  the  court  or  voluntarily  agreed  to,  no  costs 
associated  with  the  investigation  are  included  in  the  recovery. 

REAL  SAVINGS 

Mr.  Porter:   Each  of  you  claims  significant  savings  in  your  semi-annual 
reports  attributable  to  the  work  of  your  offices.   However,  I  am  unclear  as  to  how 
much  of  the  savings  are  actually  realized.   Could  each  of  you  tell  me  how  much 
money  was  actually  collected  by  the  federal  government  through  fines,  restitutions 
or  civil  penalties  as  a  result  of  your  offices'  activities  during  the  last  semiannual 
reporting  period? 

Ms.  Brown:   Cost  avoidances  are  very  much  "real"  savings.   Closing  a 
procedural  loophole  to  preclude  continued  program  abuse  or  reducing  a  fee 
schedule  to  reflect  actual  costs  result  in  an  even  more  effective  return  on  OIG 
resource  investment  than  strict  recovery  effort.   During  the  most  recent  semiannual 
period  (ended  9/30/95)  the  OIG  reported  $5.2  billion  in  savings.   The  following  is 
a  breakdown  of  these  savings  by  category  as  described  previously: 

Savings  implemented  through 

legislation  $4,812.0  mil     93% 

Savings  implemented  through 

administrative  action  $    61.2  mil       1% 

Audit  Disallowances  $   123.3  mil       2% 

Investigative  receivables  $    195.3  mil       4% 
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Pursuant  to  the  statutory  requirements  of  the  Inspector  General  Act 
Amendments  that  the  Department  and  the  OIG  reconcile  semiannually,  the  amount 
of  disallowances  from  questioned  costs  are  recorded  and  each  reports  the 
reconciled  numbers  in  their  respective  semiannual  reports.   Actual  collection  is 
made  by  the  Department  and  reported  in  its  semiannual  report.   During  the  last 
semiannual  period  the  Department  reported  over  $237  million  in  collection  of 
disallowed  costs.   It  is  important  to  note  that  these  collections  will  be  of  not  only 
costs  disallowed  during  the  semiannual  period  but  continuing  collection  of  costs 
disallowed  in  prior  semiannual  periods. 

With  very  rare  exception,  legislative  and  regulatory  savings  are  not 
calculated  by  the  OIG  —  they  are  derived  from  budgetary  savings  projections 
issued  by  the  Congressional  Budget  Office  or  by  the  Department  as  part  of  its 
rulemaking  process.   Legislative  savings  are  consistent  with  amounts  reported  by 
Congress  in  the  budget  process. 

As  noted  previously,  tracking  and  collection  of  investigative  receivables  is, 
in  general,  the  responsibility  of  the  DOJ.   The  current  pending  Medicare  Anti- 
Abuse  legislation  -  embodied  in  the  Health  Care  Fraud  and  Abuse  Prevention 
Amendments  to  H.R.  3103  -  would  require  the  OIG  (and  not  DOJ  alone)  to 
account  for  these  funds.   It  would  also  mandate  that  the  Medicare  Trust  Funds  be 
made  whole  before  any  funds  recovered  could  be  used  for  further  fraud  and  abuse 
activities. 

The  cost  of  administration  is  generally  borne  by  our  office,  the  Department 
of  Justice,  or  other  law  enforcement  offices  and  are  paid  from  general  operating 
accounts. 

Mr.  Porter:   What  other  concrete  examples  of  measurable  savings,  in  an 
auditable  sense,  can  you  identify  that  result  from  the  work  of  your  offices  and  what 
proportion  of  total  reported  savings  do  these  represent? 

Ms.  Brown:   Additional  examples  of  savings  are  described  in  appendix  A  of 
our  September  30,  1995  semiannual  report  (copy  attached). 
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APPENDIX  A 


Implemented  Office  of  Inspector  General  Recommendations  to 

Put  Funds  to  Better  Use 

April  1995  through  September  1995 

The  following  schedule  is  a  quantification  of  actions  taken  in  response  to  OIG  recommendations  to  prevent  unnecessary 
obligations  for  expenditures  of  agency  funds  or  to  improve  agency  systems  and  operations.  The  amounts  shown  represent 
funds  or  resources  that  will  be  used  more  efficiently  as  a  result  of  documented  measures  taken  by  the  Congress  or  by 
management  to  implement  OIG  recommendations,  including:  actual  reductions  in  unnecessary  budget  outlays; 
deobligations  of  funds;  reductions  in  costs  incurred  or  preaward  grant  reductions  from  agency  programs  or  operations;  and 
reduction  and/or  withdrawal  of  the  Federal  portion  of  interest  subsidy  costs  on  loans  or  loan  guarantees,  or  insurance  or 
bonds. 


Legislative  savings  are  annualized  amounts  based  on  Congressional  Budget  Office  estimates  for  a  5-year  budget  cycle. 
Administrative  savings  are  calculated  by  OIG  using  departmental  figures  for  the  year  in  which  the  change  is  effected.  Total 
savings  from  these  sources  amount  to  $4,873.2  million  for  this  period. 


OIG  Recommendation 


HEALTH  CARE  FINANCING  ADMINISTRATION 


Use  of  Donations  and  Provider  Tax 
Revenues: 

Discontinue  use  of  donations  and  provider  tax 
revenues  as  a  financial  mechanism  to  fund 
Slates'  share  of  Medicaid  expenditures.  (CIN: 
A- 14-90-0 1009;  CIN:  A-14-91-01010;  CIN: 
A-03-9 1-00203) 


Status 


Public  Law  102-234  prohibits  donations 
made  by  providers,  and  entities  related  to 
providers,  except  for  donations  for  direct 
costs  of  outstalioned  eligibility  workers.  In 
November  1992,  the  Health  Care  Financing 
Administration  (HCFA)  issued  interim  final 
regulations  implementing  the  Public  Law 
102-234;  certain  sections  of  the  law  were 
effective  January  1,  1992,  without 
regulation.  While  savings  began  to  be 
realized  in  Fiscal  Year  (FY)  1993,  the  effect 
of  the  legislation  was  more  marked  in  FYs 
1994  and  1995. 


Savings 
in  Millions 


$1,467 


Capital-Related  Costs  of  Inpatient  Hospital 
Services: 

Discontinue  inappropriate  Medicare  prospective 
payment  system  (PPS)  payments  for  hospital 
costs.  (ACN:   14-52083;  ACN:  09-52020) 


Section  4001  of  the  Omnibus  Budget 
Reconciliation  Act  (OBRA)  1 990  provides 
for  a  10  percent  reduction  for 
capital-related  payments  attributable  to 
portions  of  cost  reporting  periods  or 
discharges  occurring  from  October  1,  1991 
and  ending  September  30,  1995. 


Personal  Care  Services: 

Reinstate  personal  care  services  as  a  State 

optional  service.  (CIN:  A-02-93-01022) 


Section  13601  of  OBRA  1993  repeals  the 
mandate  for  coverage  of  personal  care 
services  and  allows  the  States  to  cover 
personal  care  services  furnished  outside  the 
home,  effective  October  1,  1994. 


850 
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OIG  Recommendation 


Status 


Savings 
in  Millions 


Medicare  Laboratory  Reimbursements: 

The  Medicare  fee  schedule  allowances  for 
clinical  laboratory  tests  should  be  brought  in 
line  with  the  prices  physicians  are  paying  for 
tests  purchased  from  independent  laboratories. 
(OAI-02-89-OI910;CIN:  A-09-89-00031) 


Section  4154  of  OBRA  1990  reduced  the 
national  cap  to  88  percent  of  the  median  of 
all  fee  schedules  and  limited  the  annual  fee 
schedule  increase  for  clinical  laboratory 
tests  to  2  percent  for  1991,  1992  and  1993. 
Section  13551  of  OBRA  1993  reduces  the 
national  cap  to  76  percent  of  the  median  of 
all  fee  schedules,  and  froze  the  annual 
update  for  1994  and  1995. 


$795 


Capital-Related  Costs  of  Outpatient 
Hospital  Services: 

Discontinue  inappropriate  Medicare  PPS 
payments  for  hospital  costs.  (ACN:   14-52083; 
ACN:  09-52020) 


Section  4151(a)  of  OBRA  1990  reduces 
payments  for  outpatient  capital  by  1 5 
percent  for  portions  of  cost  reporting 
periods  in  FY  1991  and  by  10  percent  in 
FYs  1992  through  1995. 


Disproportionate  Share  Hospitals: 
Disproportionate  share  payments  to  hospitals 
should  be  related  to  costs  incurred  in  treating 
Medicaid  and  indigent  patients  to  correct  the 
inequities  and  abuses  in  current  payment 
methodologies.  (CIN:  A-06-90-00073) 


Section  13621  of  OBRA  1993  prohibits 
designation  of  a  hospital  as  a 
disproportionate  share  hospital  (DSH)  for 
purposes  of  Medicaid  reimbursement  unless 
the  hospital  has  a  Medicaid  inpatient 
utilization  rate  of  at  least  one  percent.  It 
also  limits  DSH  payment  adjustments  to  no 
more  than  the  costs  of  providing  inpatient 
and  outpatient  services  to  Medicaid  and 
uninsured  patients,  less  payments  received 
from  Medicaid  (other  than  DSH  payment 
adjustments)  and  uninsured  patients. 


Medicaid  Transfer  of  Assets: 
Strengthen  the  transfer  of  assets  rules  so  that 
people  cannot  give  away  property  to  qualify  for 
Medicaid.  Assets  and  income  from  special 
needs  trusts  should  be  counted  for  Medicaid 
qualifying  purposes  and  be  subject  to  third  party 
liability  recovery.  (OAI-09-86-000078;  CIN: 
A-09-93-00072) 


Section  13611  of  OBRA  1993  provides  for 
a  delay  in  Medicaid  eligibility  for 
institutionalized  individuals  or  their 
spouses  who  dispose  of  assets  for  less  than 
fair  market  value  on  or  after  a  specified 
look-back  date;  sets  forth  rules  under  which 
funds  and  other  assets  of  an  individual 
placed  in  trust  by  or  on  behalf  of  an 
individual  or  the  spouse  are  treated,  for 
purposes  of  Medicaid  eligibility,  as 
resources  available  to  the  individual,  and 
under  which  payments  from  the  trust  are  to 
be  considered  assets  disposed  of  by  the 
individual;  and  specifies  that,  for  purposes 
of  applying  transfer  of  assets  prohibitions, 
the  look-back  period  with  respect  to  trusts 
is  60  months. 
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OIG  Recommendation 


Status 


Savings 
in  Millions 


Ambulance  Services  for  Medicare  End  Stage 

Renal  Disease  Beneficiaries: 

The  HCFA  should  ensure  fairer  payment  for 

services  rendered,  and  ensure  that  claims  meet 

Medicare  coverage  guidelines. 

(OEI -03-90-02 1 30;  OEI-03-90-02 131) 


Coverage  of  Conventional  Eyewear: 

Exclude  Medicare  coverage  of  conventional 
eyewear  following  cataract  surgery.  (CIN: 
A-04-88-02039) 


A  set  of  proposed  national  codes  for  use  by 
carriers  was  developed  in  January  1994, 
and  a  program  memorandum  was  finalized 
and  distributed  a  year  later  for  January 
199S  implementation. 


$55.4 


Section  41 53  of  OBRA  1 990  limits 
Medicare  coverage  of  eyeglasses  following 
cataract  surgery  to  one  pair  of  glasses. 


Conversion  Factors  Used  in  the  Anesthesia 
Payment  Formula: 

The  HCFA  should  adjust  the  area-specific 
conversion  factors  now  used  to  conversion 
factors  which  correlate  to  geographic 
multipliers.  (CIN:  A-07-90-00296) 


Section  4103(a)  of  OBRA  1990  requires  the 
Secretary  to  estimate  a  national  weighted 
average  conversion  factor  and  reduce  it  by 
7  percent. 


Low  Cost  Ultrasound: 
The  HCFA  should  prohibit  payment  for  tests 
conducted  with  pocket  dopplers,  and  advocate 
revisions  in  procedure  codes  and  reimbursement 
rates  to  reflect  the  different  levels  of 
sophistication  and  quality  of  the  diagnostic 
information  provided.  (OEI-03-88-01401; 
DEI-03-9 1-00460;  OEI-03-9 1-00461) 


The  HCFA  issued  an  instruction  prohibiting 
separate  payment  for  tests  conducted  with 
pocket  dopplers  and  revised  the  Physician's 
Procedural  Coding  handbook  to  revise 
imaging  codes  for  hand-held  ultrasound 
devices. 


A-3 
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The  savings  listed  in  the  appendix  represent  94  percent  of  the  savings  we 
reported  for  the  semiannual  period.   As  previously  noted,  these  cost  savings  relate 
to  recommendations  that  have  actually  been  implemented,  which,  for  example,  in 
the  case  of  legislative  recommendations,  would  be  when  the  legislation  was 
actually  enacted.   The  savings  estimates  used  for  this  purpose  are  the  most 
appropriate  available,  which  again  using  the  legislative  example,  would  be  those 
estimated  by  the  Congressional  Budget  Office. 

RESOLUTIONS  OF  AUDITS  AND  FUNDS  PUT  TO  BETTER  USE 

Mr.  Porter:   I  notice  that  in  each  of  your  semi-annual  reports  for  the 
reporting  periods  I  reviewed,  there  remain  substantial  unresolved  audits  and 
disputes  over  funds  put  to  better  use.   Can  each  of  you  discuss  the  reasons  for  the 
delay  in  having  management  resolving  these  issues,  the  impact  of  the  failure  to 
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resolve  issues  and  how  they  can  be  resolved?  If  the  problem  is  resources,  should 
we  not  be  putting  additional  resources  in  management  rather  than  the  IG's? 

Ms.  Brown:   As  part  of  the  statutory  reporting  process  we  detail  those 
monetary  recommendations  on  which  management  has  not  made  a  decision  within 
6  months  of  issuance  of  the  audit  report.   The  majority  of  such  recommendations 
detailed  in  our  September  30,  1995,  semiannual  report  involve  audits  of  nonfederal 
entities.   Resolution  of  these  types  of  recommendations  frequently  is  delayed 
because  of  the  need  to  follow  due  process  in  considering  the  entity's  response  to 
the  audit  findings.   We  do  note  that  most  are  resolved  within  60  days  of  the  end  of 
the  semiannual  reporting  period. 

In  our  semiannual  report  we  also  report  unimplemented  recommendations 
on  which  we  have  received  a  management  decision  but  final  action  has  not  been 
completed.   (See  Appendix  B  of  the  September  30  semiannual  report.) 
Implementation  of  the  most  significant  of  these  recommendations  is  dependent  on 
legislative  action,  outside  the  control  of  the  Department. 

USE  OF  FUNDS  FOR  ADVOCACY  OR  POLITICAL  PURPOSES 

Mr.  Porter:   Every  year  complaints  arise  concerning  the  possible  misuse  of 
Federal  funds  by  grantees  or  contractors.   The  complaints  vary  from  year  to  year, 
but  we  always  hear  them.   These  include  such  things  as  the  use  of  funds  for 
lobbying  purposes  or  political  campaign  purposes. 

Can  each  of  you  tell  us  what  procedures  are  in  place  in  your  Department  to 
ensure  that  Federal  funds  are  not  used  improperly  for  lobbying  or  for  political 
purposes? 

Ms.  Brown:   A  number  of  prohibitions  on  lobbying  with  Federal  funds 
appear  in  Federal  statute.   The  HHS  appropriations  have  long  had  a  prohibition 
against  use  of  grant  funds  to  pay  salary  and  expenses  relating  to  activities  designed 
to  influence  legislation  or  appropriations.   All  grantees  and  contractors  are  required 
by  Federal  acquisition  regulation  to  certify  to  the  best  of  his  or  her  knowledge  and 
belief  that: 

"No  Federal  appropriated  funds  have  been  paid  or  will  be  paid  to  any 
person  for  influencing  or  attempting  to  influence  an  officer  or  employee  of 
any  agency,  a  member  of  congress,  an  officer  or  employee  of  Congress,  or 
an  employee  of  a  member  of  congress  on  his  or  her  behalf  in  connection 
with  the  awarding  of  any  federal  contract,  the  making  of  any  federal  grant, 
the  making  of  any  federal  loan,  the  entering  into  of  any  cooperative 
agreement,  and  the  extension,  continuation,  renewal,  amendment  or 
modification  of  any  federal  contract,  grant,  loan,  or  cooperative 
agreement. " 

Mr.  Porter:  When  you  are  doing  an  audit  of  a  grantee,  are  there  specific 
steps  that  you  take  to  check  on  this  kind  of  activity,  or  do  you  just  wait  until  you 
get  a  complaint  from  someone? 
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Ms.  Brown:  At  HHS,  our  chief  mechanism  for  policing  improper  lobbying 
is  through  single  audits  required  by  OMB  Circular  A- 133.  Guidance  is  provided  to 
grantees  via  Compliance  Supplements  to  the  Circular  issued  by  the  OMB. 

Approximately  7,000  HHS  grants  are  audited  by  public  accountants  under 
Circular  A-133.   One  requirement  for  these  audits  is  that  lobbying  activities  be 
examined.   Violations  should  be  identified  and  reported  by  the  nonfederal  auditor. 

For  example,  audit  procedures  related  to  lobbying  include: 

•  A  testing  of  the  expenditure  and  related  records  for  indications  of  activities, 
publications,  or  other  materials  intended  for  influencing  legislation  or 
similar  type  costs. 

•  Testing  of  personnel  and  payroll  records  to  identify  persons  whose 
responsibilities  or  activities  include  partisan  political  activity. 

•  And  then  a  testing  of  whether  the  above  costs,  if  any  exist,  are  charged 
directly  or  indirectly,  to  federally  assisted  programs. 

After  review  of  the  nonfederal  audit  for  compliance  with  standards,  the  OIG 
will  detail  the  findings  and  recommendations  for  resolution  by  the  appropriate 
program  manager.   Of  the  17,000  nonfederal  reports  issued  since  FY  1992, 
26  reports  identified  minor  violations  totaling  approximately  $22,000  in  findings 
related  to  lobbying  or  political  activity. 

Mr.  Porter:   When  you  do  find  an  instance  where  this  type  of  thing  occurs, 
tell  us  what  steps  you  take  to  address  it  and  to  make  sure  that  it  doesn't  happen 
again. 

Ms.  Brown:   Identified  violations  of  the  anti-lobby ing  prohibitions  are 
reported  to  program  managers  for  appropriate  action.   Subsequent  year  audits  will 
determine  whether  corrective  action  was  taken. 

Until  its  repeal  this  year,  the  OIG  annually  examined  agency  oversight  of 
lobbying  activities  by  departmental  grantees  as  required  by  the  Byrd  Amendment. 
Usually,  very  minor  findings  (if  any)  were  reported.    Recent  lobbying  reform 
legislation  discontinued  this  reporting  requirement. 

CHIEF  FINANCIAL  OFFICERS  ACT 

Mr.  Porter:  Can  each  of  you  tell  us  how  well  you  think  the  Chief  Financial 
Officers  (CFO)  Act  has  functioned  in  your  Department?  Has  it  accomplished  what 
it  was  supposed  to  accomplish? 

Ms.  Brown:    Implementation  of  the  CFO  Act  -  and  the  subsequent  GMRA  - 
is  progressing  well  in  accomplishing  its  overall  objective  of  enhancing  financial 
management  through  preparation  and  audit  of  financial  statements.  Requiring 
management  to  prepare  auditable  financial  statements  from  accounting  records  is  a 
major  step  in  assuring  fiscal  accountability  and  stewardship  over  Federal  funds. 
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Before  passage,  many  HHS  agencies  did  not  prepare  financial  statements. 
Beginning  with  FY  1995,  all  12  operating  agencies  (on  a  test  basis)  prepared  basic 
financial  statements  reporting  on  all  accounts  and  activities  of  its  operations.   For 
FY  1996,  statements  of  at  least  7  of  the  12  will  be  audited.  These  7  agencies 
account  for  over  90  percent  of  HHS  total  expenditures.   We  anticipate  that  the 
combined  OIG  and  CFO  management  effort  will  result  in  audited  department-wide 
financial  statements  for  FY  1996—with  the  attendant  improvement  in  accounting 
systems  financial  management,  and  internal  controls. 

Mr.  Porter:   Are  there  specific  steps  that  should  be  taken  to  improve  the 
carrying  out  of  this  Act? 

Ms.  Brown:   Funding  to  assure  the  long  term  enhancement  of  HHS 
financial  management  activities  remains  a  key  issue.   Effective  accountability 
reporting  calls  for  production  of  complete,  reliable,  timely,  and  consistent  financial 
information.   Resources  and  funding  must  be  institutionalized. 

This  OIG  has  never  received  funding  specifically  for  CFO-related  work  or 
to  implement  GMRA  the  Government  Management  Reform  Act  (GMRA).   To 
overcome  the  shortage  of  resources  and  the  uncertainty  of  funding  from  year  to 
year,  we  are  working  with  the  Department's  Assistant  Secretary  for  Management 
and  Budget  (ASMB)  to  develop  a  funding  mechanism  to  pay  for  financial  statement 
audit  work.   However,  our  preference  is  for  the  OIG  appropriation  to  include  full 
funding  for  CFO  activities. 

Mr.  Porter:   Does  each  of  the  Chief  Financial  Officers  in  your  Departments 
have  the  necessary  management  authority  to  do  the  job  in  the  way  that  it  was 
intended  to  be  done? 

Ms.  Brown:   The  Department's  CFO  reports  directly  to  the  Secretary  and 
has  her  full  support  in  implementing  GMRA  requirements  Department-wide  and 
achieving  its  objectives.   The  CFO  provides  overall  leadership,  policy  and 
guidance  to  the  individual  CFOs  located  in  the  HHS  operating  agencies. 

SIGNIFICANT  AUDIT  REPORTS 

Mr.  Porter:   Could  each  of  you  submit  for  the  record  a  list  and  short 
summary  of  the  10  or  so  most  significant  audit  reports  that  your  office  has  issued 
during  the  past  year? 

Ms.  Brown:   Our  most  significant  reports  during  the  past  year  include: 

•    Federal  and  State  Partnership:  Joint  Audits  of  Medicaid:   The  OIG  has 

formed  partnerships  with  State  auditors  and  other  interested  State  groups,  as 
well  as  HCFA  staff,  to  identify  opportunities  for  curbing  Medicaid  costs  and  to 
produce  savings  at  both  the  Federal  and  State  levels.   These  partnerships  which 
provide  broader  coverage  of  the  Medicaid  program  with  limited  resources  have 
produced  8  reports  so  far.   Following  is  a  summary  of  one  of  these  reports: 
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Report  on  Medicaid  Payments  for  Certain  Clinical  Laboratory  Tests  in 
Massachusetts:   The  Massachusetts  State  Auditor  and  the  OIG  issued  a 
joint  report  on  an  audit  of  Medicaid  laboratory  services  for  the  period  from 
January  1,  1992  through  December  31,  1993.   The  Massachusetts  State 
Auditor  found  that  the  State  Agency  did  not  have  adequate  controls  to 
preclude  payment  of  unbundled  or  duplicated  claims  for  certain  laboratory 
services.  Recommendations  called  for  installation  of  appropriate  edits  and  a 
potential  recovery  of  $3.4  million  in  Federal  and  State  overpayments. 
(CIN:  A-01-95-00002) 

Reports  have  also  been  issued  in  Louisiana,  North  Carolina  and  Ohio. 

•  Status  Report:   Office  of  Inspector  General/Department  of  Justice  Joint 
Project—Medicare  Non-physician  Outpatient  Bills  Submitted  by  Hospitals: 

This  report  provides  the  status  of  an  ongoing  nationwide  project  being 
conducted  jointly  by  the  Office  of  Inspector  General  and  the  Department  of 
Justice.   The  primary  objective  of  the  project  is  to  recover  from  hospitals 
improper  amounts  billed  for  non-physician  outpatient  services  that  were  also 
included  in  inpatient  payments  made  under  Medicare's  prospective  payment 
system  (PPS). 

To  date  this  audit/investigative  partnership  has  identified  4,660  hospitals  that 
submitted  bills  for  outpatient  services  included  in  inpatient  payments  made 
under  the  PPS.   The  Project  Team  estimates  that  the  project  will  result  in 
recoveries  of  over  $200  million  from  the  hospitals,  refunds  to  beneficiaries,  and 
improved  hospital  controls.    (CIN:   A-03 -94-00021) 

•  Wound  Care  Supplies  (October  1995):   Questionable  Medicare  payments  for 
wound  care  supplies  may  account  for  as  much  as  two-thirds  of  the  $98  million 
that  Medicare  paid  for  wound  care  supplies  between  June  1994  and 
February  1995.   This  finding  was  based  on  a  review  of  claims  selected  for  a  1 
percent  sample  of  beneficiaries  in  a  series  of  evaluation  reports  on  wound  care 
supplies  that  was  part  of  Operation  Restore  Trust.   Many  of  the  excessive 
payments  were  concentrated  in  8  States,  48  suppliers,  and  1  carrier.    Less  than 
40  percent  of  beneficiaries  resided  in  skilled  nursing  or  nursing  facilities,  yet 
these  beneficiaries  received  more  than  70  percent  of  would  care  benefits. 

The  OIG  also  found  that,  although  nursing  homes  and  physicians  determine 
which  patients  need  supplies,  some  suppliers  determine  the  amount  provided. 
Wound  care  supplies  are  frequently  provided  in  standard  kit  form  to 
beneficiaries,  and  some  suppliers  provide  inducements  to  nursing  homes  and 
beneficiaries  to  accept  their  products.    Further,  beneficiaries  may  not  be 
receiving  or  using  all  of  the  wound  care  supplies  reimbursed  by  Medicare.   The 
OIG  reports  identified  questionable  billing  practices  and  supplier  and  nursing 
home  practices  leading  to  questionable  payments  in  the  five  States  targeted  by 
Operation  Restore  Trust. 

The  HCFA  and  DME  regional  carriers  have  taken  corrective  actions  to  address 
wound  care  abuses  and  continue  to  explore  others.   A  long-term  solution  would 
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require  the  bundling  of  services  in  nursing  homes.   Findings  of  similar  OIG 
evaluations,  coupled  with  these  reports  on  wound  care  supplies,  provide 
continued  support  for  HCFA's  effort  to  implement  this  requirement. 

Medicaid  Payments  for  Incontinence  Supplies  (November  1995):   In  a  report 
last  year,  the  OIG  found  that  questionable  billing  practices  may  account  for 
almost  $100  million  or  one-half  of  Medicare  incontinence  allowances  in  1993, 
and  that  suppliers  engage  in  questionable  marketing  practices  leading  to 
unnecessary  or  non-covered  supplies  received  by  Medicare  beneficiaries.   This 
review  was  undertaken  to  determine  if  similar  practices  exist  in  the  Medicaid 
program. 

•  The  OIG  found  that  7  of  the  14  sampled  States  identified  a  wide  variety  of 
improper  claims  such  as  billings  for  recipients  who  were  not  incontinent, 
for  supplies  that  were  never  delivered,  and  for  excessive  quantities  of 
diapers  for  nursing  home  patients. 

•  Further,  the  OIG  determined  that  States  do  not  generally  review  the 
appropriateness  or  necessity  of  incontinence  services  paid  by  them  on 
crossover  (payments  for  the  recipients  premium,  deductible  and  coinsurance 
made  by  Medicaid  for  individuals  also  entitled  to  Medicare),  and  Medicare 
does  not  require  carriers  to  notify  Medicaid  State  agencies  of  improper 
payments  made  on  behalf  of  Medicaid  beneficiaries. 

The  OIG  recommended  that  HCFA  alert  Medicaid  State  agencies  about  this 
vulnerability  and  take  appropriate  steps  to  ensure  that  they  are  notified  of 
improper  Medicare  payments  which  contractors  discover  have  been  made  on 
behalf  of  a  Medicaid  beneficiary.   The  second  recommendation  is  applicable  to 
all  Medicare  services  provided  to  Medicaid  recipients,  not  just  incontinence 
supplies.   The  HCFA  concurred  with  the  recommendations  and  plans  to  take 
corrective  action. 

Home  Health  Agency  Costs:   Prior  to  the  Operation  Restore  Trust  (ORT) 
initiative,  the  OIG,  working  with  HCFA,  had  developed  strategic  plans  for 
targeting  audit,  evaluation  and  investigative  work  in  the  areas  of  home  health, 
nursing  homes  and  medical  equipment  and  supplies. 

As  an  example,  the  following  OIG  home  health  agency  (HHA)  audits  led  to  the 
creation  of  a  prototype  which,  through  the  use  of  ORT  funds,  is  being  applied 
to  a  number  of  other  HHAs  in  ORT  States. 

Review  of  Costs  Claimed  by  St.  Johns  Home  Health  Agency 

•  This  final  audit  report  points  out  that  75.5  percent  of  St.  Johns' 
reimbursement  claims  for  providing  home  health  services  for  the  Fiscal 
Year  ended  June  30,  1993  were  inappropriate  because: 

(1)  21.5  percent  were  for  home  health  visits  not  made, 

(2)  29  percent  were  for  visits  made  to  individuals  who,  in  their  own 
opinion,  or  in  the  opinion  of  medical  experts,  were  not  homebound, 

(3)  23.5  percent  were  for  visits  which  physicians  denied  authorizing,  and 
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(4)   1.5  percent  were  for  visits  which  the  beneficiary  did  not  want  or  were 
not  adequately  documented. 

•  Of  the  $45.4  million  claimed  by  St.  Johns  for  FY  1993,  we  estimate  that 
$25.9  million  was  for  improper  claims. 

•  While  we  understand  that  St.  Johns  is  currently  in  bankruptcy  proceedings, 
we  recommended  that  the  Health  Care  Financing  Administration  (HCFA), 
to  the  extent  possible,  recover  overpayments  as  part  of  those  proceedings. 
The  HCFA  concurred  with  our  recommendation.    (CIN:   A-04-94-02078) 

General  and  Administrative  Costs  Claimed  by  ABC  Home  Health  Services, 
Inc. 

•  This  final  audit  report  points  out  that  ABC  claimed  unallowable  general  and 
administrative  (G&A)  costs  of  $14.3  million  out  of  $52.3  million  reported 
in  calendar  year  1992. 

•  The  costs  were  generally  unallowable  because  they  were  not  reasonable, 
were  not  necessary  for  the  maintenance  of  the  health  care  entity,  or  did  not 
relate  to  patient  care. 

•  We  recommended  that  the  fiscal  intermediary  for  ABC  remove  $14.3 
million  from  ABC's  1992  cost  reports.   The  Health  Care  Financing 
Administration  generally  agreed  with  our  findings  and  conclusions. 
(CIN:   A-04-93-02067) 

Variation  Among  Home  Health  Agencies  in  Medicare  Payments  for  Home 
Health  Services  (July  1995):   This  evaluation  report  describes  the  variation  in 
average  reimbursement  per  beneficiary  for  6,803  home  health  agencies  (HHAs) 
for  1993,  and  assesses  possible  causes  of  the  variation.   The  OIG  found  that: 

•  on  average,  the  highest  reimbursement  group  of  HHAs  received  five  times 
the  amount  of  Medicare  reimbursement  per  beneficiary  as  the  lower  group; 

•  average  reimbursement  per  visit  was  similar  among  HHAs  but  the  number 
of  visits  varied  widely; 

•  higher  reimbursement  HHAs  tended  to  be  proprietary,  for-profit,  non- 
affiliated organizations,  which  provided  seven  times  more  aide  visits  than 
the  lower  reimbursement  group;  and 

•  differences  in  quality  of  service  and  beneficiary  characteristics  did  not 
appear  to  explain  the  variation  in  average  reimbursement. 

The  OIG  recommended  that  HCFA  intensify  its  efforts  to  scrutinize  claims 
submitted  by  high-cost  agencies  and  explore  ways  to  prevent  unscrupulous 
agencies  from  engaging  in  abusive  practices.   Controlling  the  number  of  home 
health  care  visits  would  save  billions  of  Medicare  dollars.   The  average  number 
of  visits  per  Medicare  beneficiary  for  almost  two-thirds  of  HHAs  in  1993  was 
33.   Using  HCFA  projections  of  $14.4  billion  in  Medicare  home  health  care 
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expenditures  for  1995,  an  average  number  of  33  visits  per  HHA  would  result  in 
a  savings  of  nearly  $5  billion. 

•  Early  Experiences  with  Clinical  Practice  Guidelines  Sponsored  by  the 
Agency  for  Health  Care  Policy  and  Research  (September  1995):   The  OIG 
surveyed  380  key  health  care  organizations  to  help  the  Agency  for  Health  Care 
Policy  and  Research  (AHCPR)  gain  a  better  understanding  of  the  extent  to 
which,  and  manner  in  which,  organizations  have  been  using  its  clinical  practice 
guidelines. 

•  Twenty  percent  of  the  respondents  reported  that  they  have  used  1  or  more 
of  the  6  guidelines,  and  an  additional  12  percent  reported  that  they  plan  to 
do  so. 

•  Ninety-six  percent  of  respondents  using  the  guidelines  reported  that  their 
efforts  to  do  so  focused  on  clinicians,  and  34  percent  reported  that  they 
directed  guideline-implementation  efforts  towards  patients. 

•  At  this  point  in  the  implementation  process,  only  8  percent  of  respondents 
that  used  the  guidelines  reported  that  they  measured  the  effects  of  their 
guideline  use. 

•  Sixty-three  percent  of  respondents  who  used  the  guidelines  reported 
encountering  obstacles  in  doing  so.   Clinician  resistance  was  the  second 
most  frequently  cited  obstacle;  some  physicians  were  concerned  about  what 
they  perceived  to  be  "cookbook"  medicine,  and  some  nurses  were 
concerned  about  the  possibility  of  increased  administrative  and  patient  care 
workloads. 

The  OIG  recommended  that  AHCPR  determine  more  effective  ways  to  promote 
familiarity  with  and  use  of  guidelines;  make  increased  technical  support 
available  to  guideline  users;  and  develop  and  implement  systematic  mechanisms 
for  obtaining  objective  feedback  about  guideline  use,  including  the  sponsoring 
or  regular  surveys  of  health  care  organizations. 

•  Rising  Costs  in  the  Emergency  Assistance  Program:    From  1991  to  1994, 
emergency  assistance  (EA)  expenditures  claimed  by  States  have  increased  by 
approximately  400  percent,  from  $153  million  to  $782  million.   Emergency 
assistance  expenditures  are  expected  to  reach  over  $1  billion  in  1996. 

This  final  audit  report  points  out  that  States,  in  order  to  maximize  Federal 
revenue,  have  been  amending  their  respective  EA  programs  to  obtain  funding 
for  services  traditionally  State  funded.   These  services,  predominantly  juvenile 
justice,  tuition,  foster  care,  and  child  welfare,  usually  address  long-term 
problems.   Because  the  EA  legislation  and  regulations  are  broad,  States  are 
able  to  shift  these  costs  by  lengthening  the  eligibility  periods,  defining 
emergencies  to  allow  the  shifting  to  occur,  and  setting  high  income  standards 
for  eligibility. 
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Primary  recommendations  call  for  the  Administration  for  Children  and  Families 
(ACF)  to  support  legislation  that  would  either  cap  the  Federal  share  of  EA 
expenditures  or  include  the  program  as  part  of  a  block  grant,  and  revise  or 
rescind  current  ACF  policies  allowing  the  shifting  of  costs  to  the  EA  program, 
especially  where  such  costs  have  been  borne  traditionally  by  the  States.    The 
ACF  agreed  that  there  is  a  urgent  need  to  control  the  rapid  escalation  of  EA 
expenditures,  and  agreed  to  support  capping  EA  expenditures. 
(CIN:   A-01-95-02503) 

INDIRECT  COSTS 

Mr.  Porter:   Last  week,  the  Office  of  Management  and  Budget  published  a 
revision  to  Circular  A-21,  which  governs  the  calculation  of  indirect  costs  for 
university  grants.    Can  each  of  you  tell  us  whether  you  were  involved  in  OMB's 
revision  of  A-21  and  what  additional  changes  you  believe  are  necessary  in  the 
indirect  cost  reimbursement  system? 

Ms.  Brown:   Last  fiscal  year,  members  of  the  OIG  staff  served  on  the 
indirect  cost  (IDC)  working  group  to  the  Research  Subcommittee  of  the  National 
Science  and  Technology  Councils'  Committee  on  Fundamental  Science.   The 
subcommittee  was  charged  with  coordinating  a  Federal  proposal  for  the  reform  of 
indirect  costs,  particularly  as  they  relate  to  the  reimbursement  of  research  facilities. 

The  IDC  working  group  identified  alternatives  for  controlling  indirect  cost 
growth,  improving  consistency  in  the  way  that  universities  treat  costs,  and 
simplifying  indirect  cost  accounting  procedures.    The  IDC  working  group 
submitted  its  report  to  OMB  recommending  changes  to  the  indirect  cost  principals 
in  OMB  Circular  A-21. 

Members  of  our  OIG  staff  also  coordinated  with  the  HHS  Division  of  Cost 
Allocation  (DC A)  on  recommending  changes  to  Circular  A-21.   The  OIG  provides 
audit  assistance  each  year  to  the  DCA  on  specific  indirect  cost  issues  at  selected 
universities.    The  DCA  is  located  in  the  HHS'  Assistant  Secretary  for  Management 
and  Budget  and  is  responsible  for  negotiating  indirect  cost  rates  with  schools.    The 
schools  are  selected  for  these  joint  reviews  by  DCA  based  on  the  complexity  and 
size  of  the  proposal,  the  existence  of  controversial  studies,  large  increases  in 
selected  cost  areas,  or  other  significant  changes  in  proposed  costs. 

Roll-up  data  for  FYs  1992  and  1993  shows  the  OIG  assisted  DCA  at 
17  institutions  and  identified  overstatements  in  proposed  rates  at  each  entity. 
Because  of  the  work  of  the  OIG  auditors,  proposed  rates  at  all  17  institutions  were 
negotiated  downward  with  actual  savings  of  $179  million.   In  these  cases,  the 
savings  realized  equated  to  reducing  indirect  costs  and  allowing  the  dollars  saved  to 
be  used  for  other  purposes. 

Such  joint  reviews  have  been  quite  successful  and  are  a  continuing  and 
essential  part  of  our  audit  work  plan.   As  a  result  of  our  coordinated  efforts  with 
DCA,  OMB  agreed  to  revise  Circular  A-21  to  eliminate  in  1998  the  use  of  special 
cost  studies  to  allocate  utility,  library  and  student  service  costs. 
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We  are  currently  conducting  a  review  of  recharge  centers  at  15  universities. 
We  have  determined  that  six  universities  did  not  establish  any  form  of  policies  and 
procedures  for  recharge  centers,  eight  universities  had  policies  and  procedures 
which  did  not  fully  conform  to  Circular  A-21  and  one  university  had  adequate 
policies,  but  did  not  analyze  or  adjust  billing  rates  as  required  by  Circular  A-21. 

Although  we  have  already  made  recommendations  to  the  individual 
universities  to  improve  internal  controls  and  reduce  surplus  funds,  we  believe  that 
it  is  incumbent  on  the  Federal  Government  to  clarify  the  criteria  in  Circular  A-21 
regarding  the  financial  management  of  recharge  centers. 

A  starting  point  in  reducing  financial  weaknesses  at  recharge  centers  is  to 
include  a  statement  in  Circular  A-21  that  would  provide  criteria  for  (1)  establishing 
recharge  centers;  (2)  developing  and  reviewing  billing  rates;  and  (3)  accounting  for 
and  applying  surplus  and  deficit  balances.   Generally,  our  recommendations  are 
patterned  after  the  recently  revised  OMB  Circular  A-87,  "Cost  Principles  for  State, 
Local  and  Indian  Tribal  Governments." 

Recent  revisions  to  Circular  A-21  apply  Cost  Accounting  Standards  Board 
Disclosure  Statements  to  sponsored  agreements  at  colleges  and  universities 
(C&Us).   The  C&Us  are  required  to  disclose  their  cost  accounting  practices  by 
filling  a  Disclosure  Statement.   This  is  to  promote  uniformity  and  consistency  in 
the  cost  accounting  practices  followed  by  C&Us.   As  we  work  with  DCA  to 
perform  adequacy  and  compliance  reviews  at  selected  C&Us  to  determine  whether 
Disclosure  Statements  filed  by  C&Us  are  complete  and  reflect  actual  practices,  we 
will  also  determine  whether  any  further  changes  regarding  Disclosure  Statements 
need  to  be  addressed  in  Circular  A-21. 
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CONSOLIDATED  I.G.  -  LOBBYING 

Mr.  Istook:   In  the  consolidated  management  testimony,  management 
mentioned  that  when  allegations  of  lobbying  with  Federal  funds  are  made,  they 
refer  complaints  to  you  so  that  you  can  investigate  to  see  if  there  was  lobbying 
activity  by  a  grantee.    Please  provide  the  committee  with  the  number  of  such 
referrals  you  have  received  since  1992,  with  a  break  down  by  year. 

Ms.  Brown:    Our  chief  mechanism  for  policing  improper  lobbying  at  HHS 
is  through  single  audits  required  by  OMB  Circular  A-133.   Guidance  is  provided  to 
grantees  via  Compliance  Supplements  to  the  Circular  issued  by  the  OMB. 

Approximately  7,000  HHS  grants  are  audited  by  public  accountants  under 
Circular  A-133.    One  requirement  for  these  audits  is  that  lobbying  activities  be 
examined.   Violations  should  be  identified  and  reported  by  the  nonfederal  auditor. 

For  example,  audit  procedures  related  to  lobbying  include: 

•  A  testing  of  the  expenditure  and  related  records  for  indications  of  activities, 
publications,  or  other  materials  intended  for  influencing  legislation  or 
similar  type  costs. 

•  Testing  of  personnel  and  payroll  records  to  identify  persons  whose 
responsibilities  or  activities  include  partisan  political  activity. 

•  And  then  a  testing  of  whether  the  above  costs,  if  any  exist,  are  charged 
directly  or  indirectly,  to  federally  assisted  programs. 

After  review  of  the  nonfederal  audit  for  compliance  with  standards,  the  OIG 
will  detail  the  findings  and  recommendations  for  resolution  by  the  appropriate 
program  manager.    Of  the  17,000  nonfederal  reports  issued  since  FY  1992, 
26  reports  identified  minor  violations  totaling  approximately  $22,000  in  findings 
related  to  lobbying  or  political  activity. 

Mr.  Istook:   Please  provide  the  Committee  with  a  copy  of  all  audits  that 
showed  lobbying  by  Federal  grantees  with  Federal  funds. 

Ms.  Brown:   Copies  of  all  reports  mentioned  above  are  being  sent  to  you 
under  separate  cover.   We  have  requested  copies  of  the  remaining  reports  that  have 
already  been  archived  and  will  provide  them  when  received. 

Mr.  Istook:   Please  indicate  how  many  grantees  you  have  audited  since 
1992,  that  conduct  lobbying  activities  with  their  private  funds. 

Ms.  Brown:   To  our  knowledge,  there  is  no  provision  applicable  to  HHS 
grantees  and  contractors  that  would  preclude  them  from  lobbying  with  wholly 
private  dollars.    Accordingly,  we  do  not  routinely  audit  for  such  expenditures. 
However,  the  Byrd  Amendment  does  require  that  grantees  report  certain  activities 
designed  to  influence  specific  contract  and  grant  awards  -  not  lobbying  on  general 
policy  or  overall  appropriations  -  when  those  activities  are  conducted  with  non- 
Federal  funds.   These  reports  are  filed  with  agency  management. 
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Mr.  Istook:  Please  provide  the  breakdown  by  year  of  how  many  audits  of 
grantees  were  conducted,  and  how  many  of  them  lobby  at  a  federal,  state,  or  local 
level. 

Ms  Brown:   As  requested,  the  following  is  a  summary  of  the  number  of 
non-federal  audits  of  state  and  local  governments  and  grantees  by  fiscal  year. 

FY  1992  -  3,148 
FY  1993  -  3,658 
FY  1994-5,119 
FY  1995  -  4,343 
FY  1996  -  2,550  (through  4-30-96) 

From  1992  to  date  26  reports  prepared  by  nonfederal  auditors  noted 
findings  related  to  lobbying  activities;  only  5  of  these  reported  resulted  in 
questioned  costs  totaling  $22,472.   Reports  with  findings  related  to  lobbying  by 
fiscal  year  are  noted  on  the  following  table. 
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REPORT  FINDINGS  RELATED  TO  LOBBYING  ACTIVITIES 


Amount 

CIN  bv  FY 

Entity 

Ouestioned 

FY  1992: 

A-04-92- 18905 

South  Carolina  P&A  System  for  the 

Handicapped,  Inc. 

$0 

A-05-92- 19208 

Christian  Hospital  School  of  Nursing 

3,970 

A-08-92-19760 

Montana  Advocacy  Program,  Inc. 

2,927 

A-05-92-20333 

Oakland  University 

0 

FY  1993: 

A-07-93- 19855 

State  of  Missouri 

375 

A-04-93-20961 

State  of  Kentucky 

15,000 

A-08-93-24168 

Native  American  Rights  Fund,  Inc. 

0 

A-06-93-27049 

Greater  Houston  HTV  Alliance,  Inc. 

0 

FY  1994: 

A-05-94-24337 

United  Amerindian  Center,  Inc. 

0 

A- 10-94-26984 

Tri-County  Youth  Services  Consortium 

0 

A-01-94-28598 

New  England  Medical  Center  Hospitals,  Inc. 

0 

A-05-94-28924 

United  Amerindian  Center,  Inc. 

0 

A-02-94-29464 

Women's  Action  Alliance,  Inc. 

0 

A-08-94-29858 

Native  American  Rights  Fund,  Inc. 

0 

A-10-94-31953 

Tri-County  Youth  Services  Consortium 

0 

FY  1995: 

A-01-95-36338 

State  of  New  Hampshire 

0 

A-01-95-36828 

State  of  Rhode  Island  and  Providence 

Plantations 

0 

A-05-95-37055 

United  Amerindian  Center,  Inc. 

0 

FY  1996: 

(thru  4/30/96) 

A-08-96-37881 

State  of  North  Dakota 

0 

A-01-96-38182 

State  of  Connecticut 

0 

A-09-96-38217 

Tonto  Apache  Tribe 

0 

A-05-96-38335 

Neighborhood  Health  Association  of 

Toledo,  Inc. 

0 

A-04-96-38791 

Morehouse  School  of  Medicine,  Inc. 

0 

A-09-96-39877 

Amity,  Inc. 

200 

A-04-96-40561 

Florence  Crittenton  Services,  Inc. 

0 

A-09-96-42010 

Irvine  Unified  School  District 

0 

FY  1992-1996 

Total,  Amount  Questioned 

$22,472 
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Mr.  Istook:   When  you  conduct  audits,  do  you  ask  about  and  record  the 
amount  of  money  grantees  spend  on  lobbying  activities? 

Ms.  Brown:   As  noted  in  a  response  to  a  previous  question,  our  chief 
mechanism  for  policing  improper  lobbying  at  HHS  is  through  single  audits 
required  by  OMB  Circular  A- 133.   Guidance  is  provided  to  grantees  via 
Compliance  Supplements  to  the  Circular  issued  by  the  OMB. 

Approximately  7,000  HHS  grants  are  audited  by  public  accountants  under 
Circular  A- 133.   One  requirement  for  these  audits  is  that  lobbying  activities  be 
examined.   Violations  would  be  identified  and  reported  by  the  nonfederal  auditor. 

For  example,  audit  procedures  related  to  lobbying  include: 

•  A  testing  of  the  expenditure  and  related  records  for  indications  of  activities, 
publications,  or  other  materials  intended  for  influencing  legislation  or 
similar  type  costs. 

•  Testing  of  personnel  and  payroll  records  to  identify  persons  whose 
responsibilities  or  activities  include  partisan  political  activity. 

•  And  then  a  testing  of  whether  the  above  costs,  if  any  exist,  are  charged 
directly  or  indirectly,  to  federally  assisted  programs. 

After  review  of  the  nonfederal  audit  for  compliance  with  standards,  the  OIG 
will  detail  the  findings  and  recommendations  for  resolution  by  the  appropriate 
program  manager.   Of  the  17,000  nonfederal  reports  issued  since  FY  1992, 
26  reports  identified  minor  violations  totaling  approximately  $22,000  in  findings 
related  to  lobbying  or  political  activity. 
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U.S.  DEPARTMENT  OF  LABOR 


COSTS  OF  ACHIEVING  SAVINGS 

Mr.  PORTER:  Do  your  estimates  ever  offset  the  saving,  fines 
or  restitutions  with  the  administrative  costs  associated  with  the 
recommendations? 

Mr.  MASTEN:  The  Inspector  General  Act  does  not  have  a 
definition  for  the  term  "savings"  and  we  do  not  report  them  in  that 
way  in  our  Semiannual  Reports .  The  total  monetary  achievements  with 
respect  to  the  Office  of  Audit  consist  of,  and  are  reported  as, 
tangible  sums  which  include  questioned  costs,  agency  disallowed 
costs,  recommendations  that  funds  be  put  to  better  use,  and 
recommendations  that  programs  or  functions  should  be  eliminated. 
These  monetary  figures  are  not  typically  associated  with  specific 
administrative  costs.  In  cases  where  our  recommendations  are  in  the 
nature  of  improved  systems  or  operations,  we  generally  do  not  report 
any  related  "savings." 

with  respect  to  fines  and  restitutions  stemming  from  any 
criminal  investigations,  we  are  unaware  of  any  associated 
administrative  costs  to  the  Department  of  Labor. 

Mr.  PORTER:  How  do  each  of  you  deal  with  the  administrative 
or  other  costs  of  implementing  your  proposals  in  displaying,  or 
claiming,  savings  as  a  result  of  your  work? 

Mr.  MASTEN:  As  mentioned  above,  the  monetary  accomplishments 
of  the  Office  of  Audit  are  not  typically  associated  with  specific 
administrative  costs.  However,  we  normally  make  recommendations  for 
corrective  actions  when  the  benefits  are  expected  to  exceed  the 
costs  of  implementation. 


REAL  SAVINGS 

Mr.  PORTER:  Each  of  you  claims  significant  savings  in  your 
semi-annual  reports  attributable  to  the  work  of  your  offices. 
However,  I  am  unclear  as  to  how  much  of  the  savings  are  actually 
realized.  Could  each  of  you  tell  me  how  much  money  was  actually 
collected  by  the  federal  government  through  fines,  restitutions  or 
civil  penalties  as  a  result  of  your  offices'  activities  during  the 
last  semi-annual  reporting  period? 

Mr.  MASTEN:  The  actual  collection  of  these  funds  are  the 
responsibility  of  the  Department  of  Justice  or  the  appropriate  DOL 
components.  However,  the  Department  of  Labor  reported  recoveries  of 
$7,352,430  for  the  6 -month  reporting  period  ending  March  31,  1996  as 
a  result  of  our  audits.  This  figure  includes  $5,106,462  in 
repayment  agreements  reported  to  us  during  this  period. 

In  this  same  period,  our  Office  of  Investigations  obtained 
$24,202,103   in   monetary   results.   Typically,   the   Office   of 
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Investigations  gathers  facts  for  presentations  to  the  U.S.  Attorneys 
for  prosecutive  consideration  or  to  DOL  officials  for  administrative 
action.  The  investigative  results  claimed  in  our  semiannual  reports 
are  based  on  actual  court-ordered  fines,  restitutions,  fees,  and 
related  penalties  established  at  the  time  of  sentencing  or  from 
management's  commitment  to  collect  funds.  These  monetary  results 
are  collected  by  the  Courts.  We  are  not  given  information  about  the 
amounts  that  are  actually  collected. 

Mr.  PORTER:  What  other  concrete  examples  of  measurable 
savings,  in  an  auditable  sense,  can  you  identify  that  result  from 
the  work  of  your  offices  and  what  proportion  of  total  reported 
savings  do  they  represent? 

Mr.  MASTEN:  We  currently  report  our  results  in  accordance 
with  the  IG  Act  Amendments  of  1988.  Monetary  values  are  currently 
classified  as  either  "questioned  costs"  or  "recommendations  that 
funds  be  put  to  better  use." 

When  funds  are  returned  to  the  U.S.  Treasury  as  a  result  of  an 
OIG  recommendation,  it  is  easy  to  quantify  the  value  of  our  efforts. 
A  recent  example  is  the  State  of  Kentucky's  repayment  this  past 
September  of  $3  million  pursuant  to  an  agreement  to  settle  a  $7 
million  debt  based  on  costs  questioned  by  the  OIG. 

In  some  cases,  our  funds  put  to  better  use  recommendations 
have  a  direct  impact  on  Treasury  outlays.  For  example,  our  August 
1991  audit  report  on  the  Department's  administration  of  the  FECA 
program  concluded  the  program  had  not  been  effectively  administered 
by  the  Department  for  its  own  employees.  Although  initially  we 
reported  the  value  of  the  "funds  put  to  better  use"  recommendation 
at  $8  million,  the  Department  informed  us  a  year  later  that  savings 
of  $14  million  had  been  realized  to  date  because  of  our 
recommendations . 

Two  good  examples  of  recommendations  that  programs  be 
eliminated  include  our  audits  of  the  Targeted  Jobs  Tax  Credit  (TJTC) 
program  and  DOL's  permanent  foreign  labor  certification  and 
temporary  H-1B  labor  condition  application  programs.  The  TJTC 
program  resulted  in  estimated  tax  revenue  losses  of  nearly  $300 
million  in  1994  alone.  Following  our  audit,  TJTC  was  allowed  to 
expire  in  December  1994. 

The  DOL's  foreign  labor  programs  (which  are  ongoing)  cost 
about  $50  million  annually  in  just  administrative  salaries  and 
expenses.  Our  audit  found  that  these  programs  do  little  to  protect 
American  workers  from  foreign  labor  competition  as  they  were 
intended.  As  a  result  our  audit  recommended  that  these  programs  be 
discontinued . 

Our  estimated  savings  are  measurable.  However,  they  are  only 
theoretical  until  management  actually  takes  action  to  implement 
them.  Only  then  can  the  full  effect  of  our  recommendations  be 
demonstrated.  Finally,  we  also  make  recommendations  for  which 
monetary  values  are  not  readily  determinable,  such  as  when  we 
recommend  internal  controls  or  system  improvements  that  require  a 
long-term  phase -in  period. 
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RESOLUTIONS  OF  AUDITS  AND  FUNDS  PUT  TO  BETTER  USE 

Mr.  PORTER:  I  notice  that  in  each  of  your  semi-annual  reports 
for  the  reporting  periods  I  reviewed,  there  remain  substantial 
unresolved  audits  and  disputes  over  funds  put  to  better  use.  Can 
each  of  you  discuss  the  reasons  for  the  delay  in  having  management 
resolve  these  issues,  the  impact  of  the  failure  to  resolve  issues 
and  how  they  can  be  resolved.  If  the  problem  is  resources,  should 
we  not  be  putting  additional  resources  in  management  rather  than  the 
IGs? 

Mr.  MASTEN:  At  the  Department  of  Labor,  a  principal  cause  for 
delays  in  bringing  recommendations  to  closure  is  the  lengthy  appeals 
processes  that  are  contained  in  their  enabling  statutes.  For 
example,  the  Department  recently  settled  with  the  City  of  Detroit 
for  $2.25  million  out  of  $8.8  million  in  costs  that  were  questioned 
in  OIG's  1982  and  1983  audit  reports  on  the  City's  Comprehensive 
Employment  and  Training  Act  programs. 

With  respect  to  resolution  of  our  recommendations  that  funds 
be  put  to  better  use,  delays  are  sometimes  related  to  the  nature  of 
our  recommendations.  For  example,  from  time  to  time  we  recommend 
program  elimination  or  redesign  which  would  require  legislative 
action  to  implement.  Recent  examples  include  our  1994  audit  report 
on  the  Targeted  Jobs  Tax  Credit  program  and  our  report,  issued  just 
this  week,  on  the  Department's  foreign  labor  certification  programs. 

While  both  the  OIG's  and  the  Department's  resources  have  been 
reduced  in  recent  years,  the  delay  is  principally  caused  by  the 
system  itself,  and  is  not  necessarily  a  resource  problem. 

USE  OF  FUNDS  FOR  ADVOCACY  OR  FOR  POLITICAL  PURPOSES 

Mr.  PORTER:  Every  year  complaints  arise  concerning  the 
possible  misuse  of  Federal  funds  by  grantees  or  contractors.  The 
complaints  vary  from  year  to  year,  but  we  always  hear  them.  These 
include  such  things  as  the  use  of  funds  for  lobbying  purposes  or 
political  campaign  purposes.  Can  each  of  you  tell  us  what 
procedures  are  in  place  in  your  department  to  ensure  that  federal 
funds  are  not  used  improperly  for  lobbying  or  for  political 
purposes? 

Mr.  MASTEN:  There  are  several  mechanisms  in  place  to  ensure 
that  Federal  funds  are  not  misused  by  Federal  grantees  or 
contractors.  For  example,  the  Compliance  Supplements  issued  by  OMB 
for  audits  conducted  in  accordance  with  its  Circulars  A- 128  and  A- 
133  require  that  auditors  test  recipient  expenditures  for 
indications  of  political  activity.  In  addition,  nonprofit 
recipients  certify  that  they  have  complied  with  the  requirements  and 
standards  on  lobbying  costs  contained  in  OMB  Circular  A-122,  Cost 
Principles  for  Non-profit  Organizations. 

In  our  own  audits,  we  pay  special  attention  to  lobbying 
whenever  we  audit  a  DOL  recipient  that  is  an  advocacy  organization, 
e.g.,  one  that  receives  dues  from  members  in  addition  to  Federal  or 
other  sources  of  funds .   Advocacy  organizations  we  have  audited 
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include  the  American  Association  of  Retired  Persons,   the  Home 
Builders  Institute  and  the  National  Council  on  the  Aging. 

The  Inspectors  General  previously  were  required  by  31  U.S.C. 
1352  to  submit  annual  reports  on  lobbying.  The  Lobbying  Disclosure 
Act  of  1995  eliminated  this  requirement. 

Mr.  PORTER:  When  you  are  doing  an  audit  of  a  grantee,  are 
there  specific  steps  that  you  take  to  check  on  this  kind  of 
activity,  or  do  you  just  wait  until  you  get  a  complaint  from 
someone? 

Mr.  MASTEN:  In  auditing  nonprofit  recipients,  particularly 
those  that  are  known  to  advocate  on  behalf  of  a  particular  group  or 
cause,  we  include  additional  audit  steps  to  determine  whether  the 
salaries,  wages  and  applicable  overhead  of  individuals  performing 
lobbying  activities  are  excluded  from  being  directly  charged,  or 
indirectly  charged  through  the  overhead  pool,  to  the  Federal  awards. 

Mr.  PORTER:  When  you  find  an  instance  where  this  type  of 
thing  occurs,  tell  us  what  steps  you  take  to  address  it  and  to  make 
sure  it  doesn't  happen  again. 

Mr.  MASTEN:  As  with  any  audit,  we  report  our  findings  and 
recommendations  to  the  contracting  or  grantor  agency  for  resolution. 
In  conducting  subsequent  audits  of  the  same  recipient,  we  also 
follow  up  on  and  report  the  status  of  all  prior  recommendations. 

CHIEF  FINANCIAL  OFFICERS  ACT 

Mr.  PORTER:  Can  each  of  you  tell  us  how  well  you  think  the 
Chief  Financial  Officers  Act  (CFO  Act)  has  functioned  in  your 
Department?  Has  it  accomplished  what  it  was  supposed  to  accomplish? 

Mr.  MASTEN:  Our  last  several  Semiannual  Reports  have  been 
critical  of  the  placement  of  the  CFO  function  within  DOL.  When  we 
originally  reported  our  concerns  in  FY  1994,  the  then-acting  CFO 
concurred  with  our  finding.  However,  the  Department's  transmittal 
of  the  1995  FMFIA  report  indicated  that  the  Department  did  not 
concur  with  the  OIG  on  this  issue. 

The  current  structure  (submitted  to  OMB  on  October  26,  1994 
and  which  has  not  yet  been  approved)  separates  financial  authority 
from  management  responsibilities,  which  we  believe  is  not  in 
accordance  with  the  requirements  of  the  CFO  Act. 

While  the  CFO  has  had  success  with  Department -wide  accounting 
systems,  such  as  the  general  ledger  and  payroll  systems  over  which 
he  has  more  direct  control,  the  CFO  has  not  had  the  same  impact  on 
agency-specific  systems.  The  financial  functions  of  the  five  major 
agencies  within  DOL  remain  decentralized  and  under  the  direct 
control  of  the  Assistant  Secretaries.  Further,  the  Business 
Operations  Center  (formally  the  National  Capital  Service  Center) , 
which  performs  purely  financial  support  functions  for  the 
Department,  is  under  the  control  of  the  Assistant  Secretary  for 
Administration  and  Management. 
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It  is  important  to  note  that  the  systems  which  are  not  under 
the  CFO's  direct  control  account  for  significant  financial  aspects 
of  the  Department;  for  example,  the  Unemployment  Trust  Fund,  the 
Black  Lung  Disability  Trust  Fund,  employment  and  training  grants, 
and  back-wage  collections  and  related  penalties. 

Mr.  PORTER:  Are  there  specific  steps  that  should  be  taken  to 
improve  the  carrying  out  of  this  Act? 

Mr.  MASTEN:  Yes,  it  must  be  made  clear  that  the  CFO  has 
direct  control  and  final  authority  over  all  financial  aspects  of  the 
Department . 

Mr.  PORTER:  Does  each  of  the  Chief  Financial  Officers  in  your 
Departments  have  the  necessary  management  authority  to  do  the  job 
the  way  it  was  intended  to  be  done? 

Mr.  MASTEN:  The  CFO  Act  specifically  requires  that  the  CFO 
oversee  all  financial  management  activities  relating  to  the  programs 
and  operations  of  the  agency.  We  believe  the  current  decentralized 
organizational  structure  of  the  Department's  Office  of  the  Chief 
Financial  Officer  impairs  the  CFO's  ability  to  carry  out  the  Act's 
mandates  to  the  fullest. 


SIGNIFICANT  AUDIT  REPORTS 

Mr.  PORTER:  Could  each  of  you  submit  for  the  record  a  list 
and  short  summary  of  the  10  or  so  most  significant  audit  reports 
that  your  office  has  issued  during  the  past  year? 


Mr.  MASTEN: 
NAME  OF  AUDIT  REPORT 


DATE  ISSUED 


Foreign  Labor  Certification  Program 

Puerto  Rico  JTPA  Farmworker  Program 

Effectiveness  of  Employing  Agency 
Workers'  Compensation  Programs 

Analysis  of  Return  on 

Investment  of  Job  Corps 

Job  Corps  Student  Outcomes 

Audit  of  the  National  Council  on  the 
Aging 

FY  1994  Consolidated  Financial  Statements 

Video  Audit  Report:  Job  Corps  Can  Work! 

JTPA  Title  III :  Retraining  of  Dislocated  Workers 

Audit  of  California  Human  Development 


5/22/96 
2/27/96 

2/16/96 

2/07/96 
9/29/95 
8/18/95 

6/15/95 
5/26/95 
3/31/95 
3/01/95 
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SUMMARY  OF  SIGNIFICANT  AUDIT  REPORTS  (ISSUED  IN  THE  PAST  YEAR) 

FOREIGN  LABOR  CERTIFICATION  PROGRAMS 

The  OIG's  audit  of  ETA's  permanent  labor  certification  program 
and  the  temporary  H-1B  Labor  Condition  Application  program, 
found  that  the  foreign  labor  programs  do  not  protect  U.S. 
workers'  jobs  or  wages  from  foreign  labor  because  neither 
program  meets  its  legislative  intent.  We  recommended  the  two 
programs  be  eliminated  and  new  programs  established  to  fulfill 
Congress's  intent  and  that  DOL  be  removed  from  the  process 
unless  a  more  meaningful  role  is  defined.  (Report  No.  06-96- 
002-03-321;  issued  May  22,  1996) 

PUERTO  RICO  JTPA  FARMWORKER  PROGRAM 

The  OIG  conducted  a  performance  and  financial  audit  of  the 
Migrant  Seasonal  Farmworker  Program  (MSFP)  operated  by  the 
Puerto  Rico  Department  of  Labor  and  Human  Resources  (DLHR)  for 
the  period  July  1,  1991  to  March  31,  1995.  The  OIG  concluded 
that  program  performance  was  extremely  poor  and  questioned 
$1,764,658  out  of  total  program  expenditures  of  $13.5  million. 
Moreover,  the  OIG  concluded  that  the  Commonwealth's  welfare 
program  and  another  Federal  job  training  program  also  designed 
to  assist  economically  disadvantaged  individuals  had  the 
unintended  effect  of  making  it  more  difficult  for  the  DLHR  to 
achieve  program  objectives.  (Report  No.  18-96-005-03-365; 
issued  February  27,  1996) 

EFFECTIVENESS  OF  FEDERAL  WORKERS'  COMPENSATION  PROGRAMS 

As  part  of  a  President's  Council  on  Integrity  and  Efficiency 
(PCIE)  initiative,  we  issued  a  report  which  summarizes  the 
results  of  13  Inspector  General  (IG)  audits  evaluating  the 
efficiency  and  effectiveness  of  Federal  employing  agency 
workers'  compensation  programs. 

Recommendations  in  the  IG  reports  included  the  need  to  improve 
agency  management  of  their  workers'  compensation  programs, 
including  returning  able  employees  to  work,  verifying  the 
chargeback  reports,  and  processing  FECA  claim  forms.  (Report 
No.  02-96-223-04-431;  issued  February  16,  1996) 

ANALYSIS  OF  RETURN  ON  INVESTMENT  OF  JOB  CORPS 

The  OIG  conducted  a  comprehensive  analysis  of  the  Job  Corps 
program  for  the  year  ending  June  30,  1992  [Program  Year  (PY) 
1991]  .  The  purpose  of  the  audit  was  to  measure  performance 
within  the  program  by  focusing  on  the  outcomes  of 
participation  and  to  provide  the  basis  for  measuring  the 
initial  return  on  investment  in  Job  Corps.  (Report  No.  12-96- 
002-03-370;  issued  February  7,  1996) 

REPORT  ON  JOB  CORPS  STUDENT  OUTCOMES 

The  OIG  performed  an  audit  on  the  outcomes  of  students  who 
participated  in  the  Job  Corps  program  by  following-up  on  1,800 
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randomly  selected  students  who  were  placed,  or  whose  period  of 
placement  assistance  expired,  during  Program  Year  1991  (July 
1,  1991  through  June  30,  1992)  .  In  the  majority  of  the  cases, 
the  OIG  could  not  determine  whether  or  not  the  students  were 
working  following  their  participation  in  the  program.  Job 
Corps  had  invested  approximately  $12.5  million  on  students 
whose  status  could  not  be  determined.  The  OIG  recommended 
that  Job  Corps  routinely  measure  and  document  the  long-term 
outcomes  of  students,  and  test  the  feasibility  of  refining 
vocational  training  to  better  meet  students'  and  employers' 
needs.  (Report  No.  05-95-009-03-370;  issued  September  29, 
1995) 

AUDIT  OF  THE  NATIONAL  COUNCIL  ON  THE  AGING 

Over  the  past  several  years,  the  Department  has  become 
concerned  about  the  indirect  cost  rates  proposed  by  the 
National  Council  on  the  Aging  (NCOA) ,  a  private  nonprofit 
advocacy  organization  which  provides  interested  parties  with 
training,  technical  assistance,  research  and  publications  on 
the  subject  of  aging.  Because  of  continuing  concerns  about 
NCOA' s  proposed  indirect  costs  charged  to  the  Federal  grants 
it  receives,  the  Department  requested  that  the  OIG  audit 
NCOA' s  proposed  final  indirect  cost  rates  for  calendar  years 
1991  through  1993. 

In  our  most  recent  audit,  we  questioned  $1,53  9,978  worth  of 
costs.  It  should  be  noted  that  the  serious  problems  reported 
in  two  prior  OIG  audit  reports,  which  questioned  an  additional 
$800,00,  were  included  in  our  latest  audit  findings  since 
corrective  action  was  not  taken.  (Report  No.  18-95-018-07-735; 
issued  August  18,  1995) 

FY  1994  CONSOLIDATED  FINANCIAL  STATEMENT  AUDIT 

The  OIG's  audit  of  the  Department's  financial  statements  for 
FY  1994  identified  conditions  in  the  internal  control 
structure  that  warrant  action,  two  of  which  were  deemed  to  be 
material  weaknesses.  These  weaknesses  relate  to  the  timely 
completion  of  the  annual  financial  report  and  the  distribution 
of  funding  for  the  Emergency  Unemployment  Compensation 
program.  Other  significant  conditions  include  the  prevention 
and  detection  of  duplicate  FECA  payments  and  accounting  for 
Federal  Employees  Unemployment  Compensation.  Our  report  also 
provided  the  status  of  conditions  noted  in  prior  year  reports 
on  the  internal  control  structure. 

In  addition,  the  OIG  audited  the  performance  measures  reported 
in  the  Department's  financial  statements  for:  ETA' s 
Employment  and  Training  and  Unemployment  Insurance  programs; 
ESA's  Wage  and  Hour  Division,  Office  of  Workers'  Compensation 
Programs,  and  Office  of  Federal  Contract  Compliance  Programs; 
OAW's  Office  of  Labor -Management  Standards;  OSHA;  MSHA;  PWBA; 
and  BLS.  The  major  objective  of  the  audit  was  to  determine 
whether  the  reported  performance  measure  information  present 
fairly  the  Department' s  performance.  (Report  No.  12-95-004-07- 
001;  issued  June  15,  1995) 
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VIDEO  AUDIT  REPORT:   JOB  CORPS  CAN  WORK! 

Just  as  a  picture  is  worth  a  thousand  words,  a  moving  picture 
is  invaluable  in  telling  a  story  or  illustrating  a  condition. 
Using  this  philosophy,  the  OIG  produced  its  first-ever  video 
audit  report  to  pictorialize  the  life  of  Job  Corps  students 
while  on  center.  The  video  audit  report  is  a  compilation  of 
footage  recorded  at  17  Job  Corps  centers  during  audit  field 
work. 

The  video  answers  the  following  questions  by  giving  examples 
from  the  17  centers: 

•  What  are  the  physical  conditions  of  the  centers? 

•  What  is  the  quality  of  training? 

•  What  is  the  overall  center  environment? 

Although  the  video  focuses  on  17  locations,  the  OIG  believes 
it  presents  an  overall  picture  of  Job  Corps  centers 
nationwide.  (Report  No.  05-95-007-03-370;  issued  May  26, 
1995) 

JOB  TRAINING  PARTNERSHIP  ACT  (JTPA)  TITLE  III:  RETRAINING  OF 
DISLOCATED  WORKERS 

The  OIG  performed  a  nationwide  audit  of  JTPA  Title  III 
retraining  services  provided  to  dislocated  workers  who 
terminated  from  the  program  during  the  year  ending  June  30, 
1992.  The  objectives  of  the  audit  were  to  determine  if  the 
program  was  successful  in  assisting  dislocated  workers  to 
return  to  the  workforce,  and  to  inform  the  Congress  and  the 
Department  about  program  performance  in  the  absence  of 
comprehensive  outcome  data. 

Our  audit  found  that  there  is  a  need  to  improve  the  percentage 
of  former  participants  who  are  working  in  training-related 
jobs  (currently  less  than  50  percent)  .  We  also  found  that 
there  is  a  need  to  develop  and  maintain  outcome  information  so 
that  managers  can  achieve  continuous  improvement  by 
identifying  what  training  activities  are  most  successful,  and 
policy  makers  can  determine  whether  or  not  results  warrant  the 
statutory  emphasis  and  minimum  expenditure  level  on  retraining 
activities.  Overall,  however,  the  OIG  found  that  participant 
satisfaction  with  the  program  was  high.  Sixty- five  percent  of 
the  participants  rated  the  overall  Title  III  program  as  either 
extremely  or  quite  helpful.  (Report  No.  02-95-232-03-340; 
issued  March  31,  1995) 

AUDIT  OF  CALIFORNIA  HUMAN  DEVELOPMENT  CORPORATION 

At  the  Employment  and  Training  Administration's  request,  the 
OIG  completed  an  audit  of  the  direct  costs  reported  by  the 
California  Human  Development  Corporation's  (CHDC)  operations 
for  a  3-year  period  ending  June  1994.  CHDC  is  a  nonprofit 
corporation  which  receives  JTPA  funds  directly  from  the 
Department  to  operate  employment  and  training  programs  for 
migrant  and  seasonal  farmworkers  in  California,  Oregon  and 
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Washington  State .  The  audit  resulted  in  questioned  costs  of 
$1,064,390,  which  represents  15  percent  of  all  program 
expenditures  for  the  audit  period.  (Report  No.  18-95-008-03- 
365;  issued  March  1,  1995) 


INDIRECT  COSTS 

Mr.  PORTER:  Last  week,  the  Office  of  Management  and  Budget 
published  a  revision  of  OMB  Circular  A-21,  which  governs  the 
calculation  of  indirect  costs  for  university  grants .  Can  each  of 
you  tell  us  whether  you  were  involved  in  OMB's  revision  of  A-21  and 
what  additional  changes  you  believe  are  necessary  in  the  cost 
reimbursement  system? 

Mr.  MASTEN:  The  DOL-OIG  was  not  involved  in  the  revision  to 
OMB  Circular  A-21,  because  the  Department  of  Labor  awards  relatively 
few  university  grants.  With  regard  to  additional  changes  that  might 
be  needed,  we  would  defer  to  the  Department  of  Health  and  Human 
Services  OIG,  which  is  cognizant  for  universities  and  institutions 
of  higher  education. 
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ISTOOK  QUESTION  FOR  CONSOLIDATED  IG 

Mr.  ISTOOK:  In  the  consolidated  management  testimony, 
management  mentioned  that  when  allegations  of  lobbying  with  Federal 
funds  are  made,  they  refer  complaints  to  you  so  that  you  can 
investigate  to  see  if  there  was  lobbying  activity  by  the  grantee. 
Please  provide  the  committee  with  the  number  of  such  referrals  you 
have  received  since  1992,  with  a  break  down  by  year. 

Mr.  MASTEN:  Our  Office  of  Audit  does  not  currently  have  a 
system  in  place  to  identify  audit  reports  conducted  in  response  to 
specific  referrals  by  Departmental  management.  However,  to  the  best 
of  my  knowledge,  since  1992  we  have  not  received  any  allegations  of 
lobbying  from  DOL  management. 

Mr.  ISTOOK:  Please  provide  the  committee  a  copy  of  all  audits 
that  show  lobbying  by  Federal  grantees  with  Federal  funds . 

Mr.  MASTEN:  Our  1995  report  on  the  National  Council  on  the 
Aging  cites  as  a  significant  "repeat"  finding  the  grantee's  improper 
charging  to  the  indirect  cost  pools  of  costs  that  should  have  been 
direct  charges  to  its  private  projects  and  activities.  Such 
improper  indirect  charges  included  salary  and  fringe  benefits  costs 
related  to  public  relations  and  advocacy,  among  others. 

This  report  provides  a  good  example  of  how  complex  it  is  to 
audit  advocacy  and  lobbying  activities.  This  is  because  grantees 
rarely  set  up  special  funds  or  accounts  for  these  activities; 
rather,  such  items  are  usually  buried  in  salaries  and  expenses  of 
personnel  who  are  also  engaged  in  activities  that  are  allowable 
under  the  Federal  grants. 

Nonetheless,  we  pay  special  attention  to  lobbying  whenever  we 
audit  a  DOL  recipient,  particularly  one  that  is  a  nonprofit  advocacy 
organization  (e.g.,  one  that  receives  dues  from  members  in  addition 
to  Federal  or  other  sources  of  funds) .  In  such  cases,  we  include 
audit  steps  to  determine  whether  the  salaries,  wages  and  applicable 
overhead  of  individuals  performing  "lobbying"  activities  are 
excluded  from  being  charged  directly,  or  indirectly  through  the 
overhead  pool,  to  the  Federal  grant  or  contract. 

Grantees  are  supposed  to  be  aware  of  the  cost  principles 
governing  lobbying,  entertainment,  travel  unrelated  to  their  Federal 
awards,  etc.,  and  must  eliminate  such  costs  from  their  indirect  cost 
pools.  In  fact,  a  1990  OIG  audit  report  on  the  National  Council  of 
Senior  Citizens  shows  that  the  grantee  voluntarily  deleted 
unallowable  costs  from  the  indirect  cost  pool  to  comply  with  OMB 
Circular  A- 122,  which  contains  the  cost  principles  applicable  to 
nonprofit  organizations.  We  will  submit  copies  of  these  two  audit 
reports  for  the  Committee. 

Mr.  ISTOOK:  Please  indicate  how  many  grantees  you  have 
audited  since  1992,  that  conduct  lobbying  with  their  private  funds. 
Please  provide  the  breakdown  by  year  of  how  many  audits  of  grantees 
were  conducted,  and  how  many  of  them  lobby  at  a  federal,  state  or 
local  level. 
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Mr.  MASTEN:  Grantee  audits  completed  from  Fiscal  Year  1992  to 
present,  broken  out  by  year,  are  as  follows: 


FISCAL  YEAR 


GRANTEE  AUDIT  REPORTS  ISSUED 


92 
93 
94 
95 
96 


16 
26 
26 
25 
13 


It  is  important  to  note  that  we  do  not  audit  the  private  funds  of 
DOL  grantees .  We  only  audit  Federal  grants  to  ensure  that 
unallowable  costs,  such  as  lobbying,  are  not  paid  for  out  of  Federal 
funds. 

Mr.  ISTOOK:  When  you  conduct  audits,  do  you  ask  about  and 
record  the  amount  of  money  grantees  spend  on  lobbying  activities? 

Mr.  MASTEN:  Whenever  we  audit  a  recipient  of  DOL  funds,  we 
determine  if  the  salaries,  wages  and  applicable  overhead  of 
individuals  performing  "lobbying"  activities  are  excluded  from  being 
charged  directly,  or  indirectly  through  the  overhead  pool,  to  the 
Federal  grant  or  contract.  As  noted  above,  since  we  do  not  audit 
the  organization's  private  funds,  we  do  not  know  how  much  of  those 
funds  are  spent  on  lobbying  activities. 

Moreover,  in  conducting  audits,  we  determine  if  the  recipient 
has  filed  the  lobbying  certifications  required  under  the  Lobbying 
Disclosure  Act  of  1995  (LDA) ,  the  common  rule  or  other  applicable 
circulars . 


24-955  96-46 
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OFFICE  OF  THE  INSPECTOR  GENERAL 

For  expenses  necessary  for  the  Office  of  the  Inspector  General,  as  authorized  by  section 
212  of  the  Department  of  Education  Organization  Act.  $30.500.000. 


Note-A  final  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time 
this  budget  was  prepared.  The  1996  amounts  included  in  this  account  are  based  on  the  levels 
provided  in  the  H.R.  3019  tentative  conference  agreement. 


Z-1 


1442 


OFFICE  OF  THE  INSPECTOR  GENERAL 


Amounts  Available  for  Obligation 


($  in  000s) 

1995 

1996 

1997 

Current  authority: 
Annual  appropriation 
Rescission 

$30,437 
-47 

$28,654  « 
0 

$30,500 
0 

Subtotal:  current  authority 

30,390 

28,654 

30,500 

Permanent  authority: 
Spending  authority  from 
offsetting  collections  from: 
Federal  funds:  administrative 
services 

85 

21 

0 

Subtotal,  gross  budget 
authority 

30,475 

28,675 

30,500 

Unobligated  balance  expiring 

-94 

0 

0 

Subtotal  obligations 
Reimbursable  obligations 

30,381 
-85 

28,675 
-21 

30,500 
0 

Total  direct  obligations 

30,296 

28,654 

30,500 

1/  Reflects  H.R.  3019  tentative  conference  action. 
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Obligations  by  Object 
(in  thousadns  of  dollars) 


Change  from 

1995 

1996 

1997 

1996  to  1997 

11.1 

Full-time  permanent 

$17,856 

$17,591 

$17,852 

$261 

11.31 

Full-time  temporary 

95 

121 

121 

0 

11. 3A 

Part-time 

49 

40 

40 

0 

11.33 

Consultants 

4 

0 

11.5 

Overtime 

49 

1,100 

1.133 

33 

11.5 

Awards 

242 

0 

0 

0 

11.8 

Other  Compensation 
Compensation  subtotal 

18,295 

18,852 

19,146 

$294 

12.0 

Benefits 

3,779 

4,353 

4,613 

260 

13.1 

Benefits  for  fromer  personnel 
Comp/benefits  subtotal 

635 

22,709 

23,205 

23,759 

554 

21.0 

Travel 

1,473 

1,064 

1,378 

314 

22.0 

Transportation  of  things 

15 

14 

7 

(7) 

23.1 

Rental  Payments  to  GSA 

1,975 

2,013 

2,063 

50 

23.3 

Communications 

21 

87 

97 

10 

23.31 

ADP/Telecom  Rentals  &  Misc 

99 

145 

124 

(21) 

23.33 

Postage/fees 

128 

28 

28 

0 

Subtotal  23 

2,223 

2,273 

2,312 

39 

24.0 

Printing  &  Reproduction 

96 

74 

74 

0 

25.1 

Advisory  and  Assistance  Svcs 

100 

0 

711 

711 

25.2 

Other  Services 

180 

166 

170 

4 

25.23 

Training/Tuition/Fees/Contr 

386 

215 

265 

50 

25.25 

Field  Readers 

0 

25.3 

Goods/Services  from  Gov't 

764 

788 

774 

(14) 

25.4 

Operations/Maint  of  Facilities 

48 

0 

0 

0 

25.5 

Research  &  Development 

0 

25.7 

Operations/Maint  of  Equipment 

42 

49 

49 

0 

25.72 

ADP  Processing  Svcs/Contr 
Subtotal  25 

330 

491 

636 

145 

1,850 

1,709 

2,605 

896 

26.0 

Supplies 

570 

191 

141 

(50) 

31.0 

Other  Equipment  $  furniture 

197 

11 

11 

0 

31.24 

ADP  Equipment/Software 
Subtotal  31 

1,156 

80 

180 

100 

1,353 

91 

191 

100 

32.0 

Building  Alterations 

7 

33 

33 

0 

43.1 

Interest  and  Dividends 

Total  Direct  Obligations 


30,296 
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Summary  of  Chanaes 
($  in  000s) 

1996 

$28,654 

1 997  .  . 

30.500 

Net  change 

+1,846 

Increases: 
Built  in: 

1 996  Base 

Chanae  from  base 

Increase  in  personnel  compensation  for 

annualization  of  the1996  2.54  percent 

pay  raise  and  proposed  1997  pay  increases 

Increase  in  benefits  for  the  Department's 
share  of  health,  retirement,  and  other  benefits 

Increase  in  rent  due  to  GSA  rate  increases 

Program: 

Increase  in  travel  to  carry  out  nationwide  audit, 
investigation  and  inspection  programs,  generally 
involving  field  work  at  recipient  institutions 

Increase  in  advisory  and  assistance  services 
for  the  financial  statements  audits  required  by 
the  CFO  Act. 

Increase  in  ADP  processing  services/contracts 
to  cover  central  computer  processing  costs  and 
system  maintenance  to  analyze  large  data 
audit  files 

Increase  in  ADP  equipment/software 

to  ensure  compatibility  with  the  Department's 

new  financial  system. 

Small  increases,  in  communications  ($10,000), 
other  contracted  services  ($4,000),  and  training/ 
tuition/fees/contracts  ($50,000) 

Subtotal,  increases 


$18,852 

4,353 
2,013 


1,064 


491 


80 


468 


+$672 

+325 
+50 


+  314 


+711 


+  145 


+100 


+  64 


+2,381 
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OFFICE  OF  THE  INSPECTOR  GENERAL 


Summary  of  Changes  -  continued 


1996  Base  Change  from  base 


Decreases: 
Program: 

Decrease  in  compensation  and  benefits 
for  the  reduction  in  1997  of  6  FTE 

Small  decreases  for  transportation  of  things 
($7,000),  ADP/telecom  rentals  ($21,000), 
purchase  of  services  from  the  government 
($14,000),  and  supplies  ($50,000) 

Subtotal,  decreases 

Net  change 


$23,205 


-$443 


1,138  -92 

-535 

+1,846 
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Table  of  Estimates  and  Appropriations 
($  in  000s) 


Budget 
Estimate 
to  Congress 


House 
Allowance 


Senate 

Allowance 


Appropriation 


1988 

($18,495)  1 

$18,341 

$18,341 

$17,560 

1989 

1989  Supplemental 

17,911 

17,911 

18,400 
440 

18,179 
440 

1990 

1990  Sequester 

22,000 

22,000 

23,381 

23,381 
-271 

1991 

25,800 

25,800 

25,800 

24,836 

1992 

28,521 

26,232 

26,157 

26,260 

1993 

31,700 

28,652 

31,354 

29,262 

1994 

28,840 

28,840 

28,840 

28,840 

1995 

1995  Rescission 

31,675 

29,199 

31,675 

30,437 
-47 

1996 

34,066 

28,654 

28,654 

28,654  2/ 

1997 

30,500 

' 

Requested  in  a  merged  Salaries  and  Expenses  account 
*  A  final  1 996  appropriation  had  not  been  enacted  at  the  time  this  budget  was  prepared   The  amount  shown 
was  provided  in  the  H.R.  3019  tentative  conference  agreement 
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Inspector  General 
(DEOA,  section  212) 

1 997  Authorization  ($  in  ooos):  indefinite 

Budget  Authority:  ($  in  ooos) 


1996  1997  Change 


Personnel  costs  $23,205  $23,759  +$  554 

Non-personnel  costs  5.449  6.741  +1.292 

Total  28,654  u               30,500  +1,846 

FTE  328  322  -6 


Reflects  H.R  3019  tentative  conference  action 


PURPOSE  AND  METHOD  OF  OPERATION 

The  Office  of  the  Inspector  General  (OIG)  has  authority  to  inquire  into  all  program  and 
administrative  activities  of  the  Department  and  related  activities  of  all  parties  performing  under 
contracts,  grants,  or  other  agreements  with  the  Department.  These  inquiries  are  made  by  staff 
both  in  headquarters  and  the  regional  offices,  or  by  contracted  auditors. 

To  carry  out  the  OIG's  responsibilities,  audits  of  Department  programs  and  operations  are 
conducted  to  determine  compliance  with  applicable  laws  and  regulations,  economy  and  efficiency 
of  operations,  and/or  effectiveness  in  achieving  program  goals.  Inspections,  which  combine  the 
skills  of  auditors  and  investigators,  are  made  of  entities  where  there  is  indication  of  significant 
abuse  that  warrants  recommendation  of  prompt  cut-off  of  Federal  funds.   Investigations  also  are 
conducted  regarding  allegations  of  fraud  on  the  part  of  recipients  of  program  funds  and  of 
employee  misconduct  involving  the  Department's  programs  and  operations. 

In  addition,  the  OIG  operates  a  hotline  (1-800-MISUSED)  to  which  anyone  may  call  to  report 
fraud,  waste,  or  abuse  involving  Department  of  Education  funds  or  programs,  or  to  make 
suggestions  for  saving  Federal  funds  and  for  ways  Federal  services  could  be  more  effective. 

STREAMLINING  AND  RESTRUCTURING 

The  OIG  continues  the  process  of  restructuring  its  10  regional  and  1 1  field  offices  into  four  areas: 
The  Northeast  Area  (includes  Boston,  New  York,  Philadelphia  and  the  Division  of  Headquarters 
Operations);  Capital  Area  (includes  Headquarters  Audit  Region  and  Accounting,  Financial 
Management  staff);  Central  Southern  Area  (includes  Atlanta  and  Chicago);  and  the  Western  Area 
(included  Dallas,  Kansas  City,  Denver,  San  Francisco,  and  Seattle).  As  shown  in  the  chart 
below,  the  majority  of  OIG's  staff  (approximately  76  percent)  is  assigned  to  the  four  Areas  where 
they  conduct  investigations,  audits,  and  most  of  the  other  activities  noted  above.  Headquarters 
staff  provide  policy  guidance  and  technical  assistance  to  field  personnel,  develop  and  maintain 
automated  tracking  systems,  and  provide  a  range  of  other  management  and  support  activities. 
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FY  1996  Headquarters/Regional  Staff 


Regional  FTE 


|  Northeast  Area 

|  Capital  Area 

Q  South  Central 

]  Western  Area 


Hqs.  -  82  FTE 
Regions  -  246  FTE 
Celling  -  328 

Northeast  Area  includes:  Boston,  New  York,  Philadelphia,  &  Div  Of  Hq.  Ops. 
Capital  Area  Includes:  Hq  Audit  Region  &  Acctg/Financial  Mgmt  Staff 
South  Central  Area  includes:  Atlanta  and  Chicago 
Western  Area  includes:  Dallas,  Kansas  City,  Denver,  San  Francisco,  and  Seattle 


Funding  levels  for  the  past  5  fiscal  years  were  as  follows: 

($  in  000s) 

1992 $26,260 

1993 29,262 

1994 28,840 

1995 30,390 

1996 28,654 

1997  BUDGET  REQUEST 


For  the  Office  of  the  Inspector  General,  $30.5  million  is  requested  in  1997.  Approximately 
78  percent  of  this  amount,  or  $23.8  million,  is  for  personnel  compensation  and  benefits  to 
support  a  proposed  staffing  level  of  322  FTE.    Of  the  $6.7  million  for  non-personnel  costs  ,  over 
one-half  (57  percent)  or  $3.8  million,  is  for  OIG's  share  of  Department-wide  centralized  services, 
such  as  rent,  postage/fees,  telecommunications  and  payroll  processing. 


Z-9 


1450 


OFFICE  OF  THE  INSPECTOR  GENERAL 


Staffing  and  Personnel  Costs: 

OIG's  proposed  staffing  level  of  322  FTE  supports  the  Department's  overall  streamlining  goals, 
which  require  a  reduction  of  616  FTE  Department-wide  between  1995  and  2000. 

The  OIG  requests  $23,759  million  in  personnel  compensation  and  benefits  to  support  its 
proposed  staffing  level.  Approximately  $1.1  million  of  this  amount  covers  special  law 
enforcement  availability  pay  raise  increases  (required  by  the  Treasury,  Postal  Service  and 
General  Government  Appropriations  Act,  1995,  P.L.  103-329)  to  be  paid  to  investigators  who  are 
generally  required  to  be  accessible  during  hours  that  are  not  part  of  the  regular  work  week.  The 
intent  of  the  pay  increase  is  to  ensure  the  availability  of  the  investigators  for  all  hours  of  duty  in 
excess  of  a  40-hour  work  week. 

Other  Non-Personnel  Costs 

Excluding  the  $3,826  million  for  OIG's  share  of  the  Department-wide  centralized  services,  the 
Office's  non-personnel  request  is  $2,905  million.  Of  this  amount,  $1,378  million,  or  over  50 
percent,  is  for  travel  which  is  essential  for  the  Office  to  carry  out  effectively  its  nationwide  audit, 
investigation  and  inspection  programs  and  to  support  Departmental  efforts  to  improve  the 
performance  and  integrity  of  ED  programs  and  operations.  Most  audit,  investigation  and 
inspection  work  involves  field  work  at  the  recipient  institution.  The  $1,527  million  balance  of  the 
Office's  non-personnel  request  covers  such  items  as  maintenance  and  upgrades  for  the  Office's 
ADP  equipment  to  ensure  compatibility  with  the  Department's  new  financial  system,  essential 
and  mandatory  training,  and  supplies. 

Program  Management 

Work  by  the  OIG  staff  has  yielded  significant  monetary,  programmatic,  and  administrative 
benefits  for  the  Department's  programs.  OIG  has  helped  the  Department  and  Congress 
determine  how  programs  can  be  improved  to  ensure  equal  access  to  education  and  to  promote 
educational  excellence.   Efforts  for  the  next  3-5  years  will  continue  to  be  aimed  at  providing  the 
Department  with  recommendations  to  improve  the  performance  and  integrity  of  its  programs  and 
operations. 

Consistent  with  OIG's  Strategic  Plan,  audit  and  investigative  resources  in  1997  will  be 
concentrated  in  six  areas:  student  financial  assistance  (SFA);  non-Federal  audits;  program 
reauthorizations;  financial  management;  procurement;  and  cooperative  audit  resolution. 

Student  Financial  Assistance 

With  respect  to  investigative  resources,  ongoing  efforts  that  will  continue  in  fiscal  year  1997 
involve  loan  servicers'  lack  of  due  diligence  on  student  loans;  lenders'  lack  of  due  diligence  on 
defaulted  loans  that  have  been  paid  by  the  Department;  owners  and  administrators  of 
postsecondary  institutions  who  use  their  positions  as  fiduciaries  for  personal  gain  and  whose 
activities  have  resulted  in  losses  to  the  Department  or  students;  marketing  companies  who  profit 
from  the  completion  of  fraudulent  applications  for  prospective  students  and  whose  activities 
ultimately  result  in  fraudulent  receipt  of  federal  funds  by  hundred  of  colleges  and  universities;  and 
guaranty  agencies  who  misuse  Federal  reserve  funds  for  personal  profit. 
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To  address  systemic  problems  that  affect  the  integrity  of  both  student  and  institutional  data,  the 
office  will  be  actively  pursuing  national  projects  that  target  specific  vulnerabilities  and  identify 
cases  for  investigation.  Those  efforts,  continuing  through  fiscal  year  1997,  will  include  students 
who  have  previously  defaulted  on  student  loans  and  have  subsequently  received  additional  funds 
by  misrepresenting  their  previous  loan  status;  the  use  of  financial  aid  as  a  recruiting  incentive  to 
otherwise  ineligible  student  athletes;  and  the  application  for  and  receipt  of  loans  by  ineligible 
individuals  who  work  alone,  in  groups,  or  in  collusion  with  foreign  medical  school  personnel. 

OIG  efforts  within  the  SFA  area  will  include  in-depth  reviews  of  the  systems  and  controls  at  a 
sample  of  institutions  participating  in  the  Direct  Loan  program  to  provide  recommendations  to  the 
Department  on  issues  identified.  Also,  the  Office  will  be  auditing  guaranty  agency  use  of  reserve 
funds,  allocation  of  costs  and  potential  conflicts  of  interest  when  guaranty  agencies  operate 
subsidiaries.  The  Pell  Grant  program  will  also  be  a  principle  focus  with  emphasis  on:   1)  up  front 
controls  to  ensure  only  eligible  students  receive  grants  and  that  the  grant  amounts  are  accurate; 
2)  whether  institutions  are  properly  resolving  processing  questions;  and  3)  controls  to  ensure  the 
accuracy  of  institutional  reporting,  which  result  in  Pell  Grant  authorization  levels  and  the 
accounting  for  grant  expenditures.   Lastly,  the  OIG  will  continue  to  provide  oversight  of  the 
Department's  gatekeeping  process  through  work  at  accrediting  agencies  and  service  on  various 
Departmental  task  forces  to  strengthen  gatekeeping  effectiveness. 

Non-Federal  Audits 

The  OIG  will  also  concentrate  on  improving  the  quality  of  non-Federal  audits,  which  the 
Department  relies  on  as  a  basis  for  monitoring  its  programs  and  ensuring  their  fiscal  integrity. 
The  Office  will  continue  to  develop  audit  guidance  and  provide  training  on  that  guidance  to 
independent  public  accountants.   Results  of  quality  control  reviews  will  be  used  to  update  audit 
guidance  and  to  measure  improvements  in  audit  quality. 

Program  Reauthorization 

The  OIG  will  participate  in  an  advisory  capacity  on  teams  working,  in  various  stages,  on 
reauthorizing  Departmental  programs.   In  preparation  for  reauthorizations,  the  Office  conducts 
appropriate  reviews  and  provides  advice  to  help  ensure  accountability,  integrity  and  achievement 
of  desired  results  in  key  programmatic  areas. 

Financial  Management 

As  required  by  the  Government  Management  and  Reform  Act  (GMRA)  of  1994,  the  office  will 
perform  an  audit  of  the  Department-wide  financial  statements  for  the  fiscal  year  ending  1996. 
The  audit  will  include  an  examination  of  account  balances,  review  of  applicable  financial 
systems,  evaluation  of  internal  controls,  and  compliance  with  significant  laws  and  regulations. 
Audit  results  will  include  an  assessment  of  the  fair  presentation  of  the  financial  statements, 
recommendations  for  improving  financial  accountability  and  stewardship,  and  identification  of 
areas  requiring  further  review. 
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Procurement 

The  OIG  will  continue  to  work  with  Department  officials  to  identify  high-risk  grants  and  contracts 
and  to  conduct  reviews  to  ensure  accountability,  integrity  and  expected  outcomes  of  the  grants 
and  contracts  identified. 

Cooperative  Audit  Resolution 

The  OIG  will  continue  to  work  on  the  Department-wide  Cooperative  Audit  Resolution  and 
Oversight  Initiative  (CAROI)  to  improve  Federal,  State  and  local  performance  through  auditing, 
monitoring,  and  technical  assistance.  CAROI  will  continue  to  work  on  four  key  strategies: 
1)  work  with  State  partners  to  address  State  concerns,  remove  obstacles  to  improve  program 
performance,  foster  new  cooperative  methods  of  audit  resolution,  and  avoid  recurrence  of 
violations;  2)  work  with  States  to  resolve  open  audits;  3)  improve  the  Single  Audit  process  by 
focusing  on  the  most  important  issues,  and  revise  the  OMB  Compliance  Supplement  to  reflect 
new  flexibilities;  and  4)  coordinate  audits,  monitoring  and  technical  assistance  within  the 
Department. 

IMPACT  DATA 


1995  1996  1997 

Reports  issued  by  OIG  auditors  (including 

management  improvement  reports)  65  65  65 

Quality  control  reviews  of  Non-Federal  audits 

performed  100  100  100 

Department  financial  statements  audited  111 

Criminal  investigations  completed  200  200  200 

Fraud/abuse/consumer  Hotline  calls  received 

(consumer  calls  are  referred  to  the  Office 

of  Postsecondary  Education)  7,000  7,000  7,000 

Complaints  received  250  500  500 

Hotline  Complaints  Center  allegations 

-cases  closed  90  30  30 

Background/security  investigations 

processed  1,694  3,042  1  3536  1 

Estimates  reflect  the  anticipated  need  to  conduct  2,660  background  investigations  for  ADP  contractor  personnel  in  FY 
1996  and  3,153  in  FY  1997. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  INSPECTOR  GENERAL1 

For  necessary  expenses  of  the  Office  of  Inspector  General  in  carrying  out  the  provisions  of  the 
Inspector  General  Act  of  1978,  as  amended  $56,139,000,  together  with  not  to  exceed  $18,810,000,  to 
be  transferred  and  expended  as  authorized  by  Section  201(g)(1)  of  the  Social  Security  Act  from  the 
Hospital  Insurance  Trust  Fund  and  the  Supplemental  Medical  Insurance  Trust  Fund. 


1  A  regular  1996  appropriation  for  this  account  had  not  been  enacted  at  the  time  this  budget  was 
prepared.  The  1996  amounts  included  in  this  budget  are  based  on  the  levels  provided  in  three  Continuing 
Resolutions:    PL.  104-91,  PL.  104-92,  and  PL.  104-99. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION' 


FY  1995  FY  1996  FY  1997 

Actual  Policy  2  Estimate 
General  funds: 

Annual  appropriation $63,585,000  $56,333,000  $56,139,000 

Reductions  pursuant  to  P.L.  103-333 -697,000  —  — 

Rescission  pursuant  to  P.L.  104-19 -152.000  ~       — 

Subtotal,  adjusted  appropriation 62,736,000  56,333,000  56,139,000 

Comparable  transfer  to: 

SSA  pursuant  to  P.L.  103-296 -4.815.000  =       — 

Subtotal 57,921,000  56,333,000  56,139,000 

Comparable  transfers  from: 

GDM/IOS  for  security  protection  function    +420.000  =       = 

Subtotal 58,341,000  56,333,000  56,139,000 

Trust  funds: 

Annual  appropriation 37,060,000  17,623,000  18,810,000 

Reductions  pursuant  to  P.L.  103-333 -314.000  ~       = 

Subtotal,  adjusted  appropriation 36,746,000  17,623,000  18,810,000 

Comparable  transfer  to: 

SSA  pursuant  to  P.L.  103-296 -16.076.000  =      = 

Subtotal 20,670,000  17,623,000  18,810,000 


Total  budget  authority 79,011,000  73,956,000       74,949,000 

Unobligated  balance  lapsing    -235.000        —      — 

Total  obligations    $78,776,000  $73,956,000  $74,949,000 

NOTE:   Figures  above  reflect  current  law  estimates. 


'Excludes  the  following  amounts  for  reimbursements:  FY  1995-$4,775,000;  FY  1996--$9,000,000; 
FY  1997--$9,000,000. 

2  Based  on  levels  of  the  ninth  CR. 
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OFFICE  OF  INSPECTOR  GENERAL 


SUMMARY  OF  CHANGES 

Current  Law  Estimates 


1996  General  funds  policy/adjusted  appropriation    $56,333,000 

HI/SMI  trust  funds  transfers    17.623.000 

Total  estimated  budget  authority $73,956,000 

1997  Request-General  funds    $56,139,000 

Request--HI/SMI  trust  funds  transfers    18.810.000 

Total  estimated  budget  authority $74,949,000 

Net  change +$993,000 


1996  Current 

Estimate  Base        Change  from  Base 
Budget  Budget 

(FTE)     Authority      (FTE)     Authority 
Increases: 

A.  Built-in: 

1.  Annualization  of  January  1996  pay  raise  (2.5%)     ....    (927)   $59,527,000       —      +$411,000 

2.  Effect  of  January  1997  pay  raise  (3.1%)    (927)     59.527,000       --     +1.434.000 

Total  increases —     +1,845,000 

Decreases: 
A.  Program: 

1.  Decrease  in  administrative  costs —        9,513,000       —         -311,000 

2.  Decrease  in  Rental  Payments  to  GSA    —        4,894,000      ~         -541.000 

Total  decreases    —         -852,000 

Net  change —     +$993,000 

131 


1458 


OFFICE  OF  INSPECTOR  GENERAL 


BUDGET  AUTHORITY  BY  ACTIVITY 

(Dollars  in  thousands) 


FY  1995 

Actual 

FTE    Amount 

General  funds    $58,106 

Trust  funds 20.670 

Total  budget  authority 927      $78,776 


NOTE:   Figures  above  reflect  current  law  estimates. 


FY  1996 

FY  1997 

Policv       ' 

Estimate 

FTE    Amount 

FTE    Amount 

$56,333 

$56,139 

17,623 

18,810 

927     $73,956 

927      $74,949 

Based  on  levels  of  the  ninth  CR. 
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BUDGET  AUTHORITY  BY  OBJECT 

FY  1996  FY  1997  Increase  or 

Policy'  Estimate  Decrease 

Full-time  equivalent  employment    927  927  — 

Full-time  equivalent  of  overtime  and  holiday  hours 9  9  — 

Average  SES  salary    $113,569  $117,090  +$2,546 

Average  GS  grade 11.8  11.8 

Average  GS  salary    $46,452  $47,892  +$1,440 

Average  grade,  grades  established  by  act  of  July  1,  1944 

(42  USC  207)-Commissioned  Corps    6  6 

Average  salary,  grades  established  by  act  of  July  1,  1944 

(42  USC  207)~Commissioned  Corps    $61,549  $62,596  +$1,047 

Personnel  compensation: 

Full-time  permanent $48,977,000  $50,435,000  +$1,458,000 

Other  than  full-time  permanent 70,000  70,000 

Other  personnel  compensation    229.000  229.000         ~ 

Total  personnel  compensation    49,276,000  50,734,000  +1,458,000 

Civilian  personnel  benefits    10,246,000  10,633,000  +387,000 

Benefits  to  former  personnel 5.000  5.000        ^ 

Total  compensation  and  benefits    59,527,000  61,372,000  +1,845,000 

Travel 1,523,000  1,404,000  -119,000 

Transportation  of  things 42,000  38,000  -4,000 

Rental  payments  to  GSA    4,894,000  4,353,000  -541,000 

Rental  payments  to  others 88,000  78,000  -10,000 

Communications,  utilities,  miscellaneous  charges 1,131,000  1,006,000  -125,000 


Based  on  levels  of  the  ninth  CR. 
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OFFICE  OF  INSPECTOR  GENERAL 

BUDGET  AUTHORITY  BY  OBJECT 
(Cent.) 

FY  1996  FY  1997  Increase  or 

Policy1  Estimate  Decrease 

Printing  and  reproduction $246,000  $219,000  -$27,000 

Advisory  and  assistance  services    56,000  56,000  — 

Other  services 1,234,000  1,234,000  — 

Purchases  of  goods  and  services  from  other 

government  accounts    4,660,000  4,660,000  — 

Operation  of  GOCOs —  —  — 

Research  and  Development  contracts —  —  — 

Operations  and  maintenance    299,000  299,000  — 

Supplies  and  materials 234,000  208,000  -26,000 

Equipment    22.000  22.000          = 

Total  budget  authority  by  object $73,956,000  $74,949,000  +$993,000 


1  Based  on  levels  of  the  ninth  CR. 
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ADMINISTRATIVE  COSTS 

(Budget  Authority) 


FY  1996  FY  1997  Increase  or 

Policy'  Estimate  Decrease 
Personnel  compensation: 

Full-time  permanent  (11.1) $48,977,000  $50,435,000  +$1,458,000 

Other  than  full-time  permanent  (11.3)    70,000  70,000 

Other  personnel  compensation  (11.5) 229.000  229.000        — 

Total  personnel  compensation  (11.9) 49,276,000  50,734,000  +1,458,000 

Civilian  personnel  benefits  (12.1) 10,246,000  10,633,000  +387,000 

Benefits  to  former  personnel  (13.0) 5,000  5,000  — 

Travel  (21.0) 1,523,000  1,404,000  -119,000 

Transportation  of  things  (22.0) 42,000  38,000  -4,000 

Rental  payments  to  others  (23.2)    88,000  78,000  -10,000 

Communications,  utilities,  miscellaneous  charges  (23.3)  .     1,131,000  1,006,000  -125,000 

Printing  and  reproduction  (24.0) 246,000  219,000  -27,000 

Advisory  and  assistance  services  (25.1)    56,000  56,000 

Other  services  (25.2) 1,234,000  1,234,000 

Purchases  of  goods  and  services  from  other 

government  accounts  (25.3) 4,660,000  4,660,000 

Operation  of  GOCOs  (25.4)    —  —  — 

Research  and  Development  contracts  (25.5) —  —  — 

Operations  and  maintenance  (25.7) 299,000  299,000  — 

Supplies  and  materials  (26.0) 234.000  208.000  -26.000 

Total  administrative  costs $69,040,000  $70,574,000  +$1,534,000 


Based  on  levels  of  the  ninth  CR. 
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OFFICE  OF  INSPECTOR  GENERAL 
AUTHORIZING  LEGISLATION 


Office  of  Inspector  General: 
P.L.  95-452,  as  amended    . 


1996  1997  1997 

Amount  1996  Amount  Budget 

Authorized  Policy        Authorized         Request 


Indefinite      $56,333,000        Indefinite      $56,139,000 
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APPROPRIATIONS  HISTORY  TABLE 

(Non-Comparable) 


Budget 

Estimate 

House 

Senate 

to  Coneress 

Allowance 

Allowance 

Appropriation 

FY  1988 

Appropriation 

$38,439,000 

$37,361,000 

$37,361,000 

$35,026,000 

Trust  Funds 

40,000,000 

40,000,000 

40,000,000 

38,296,000 

FY  1989 

Appropriation 

46,430,000 

46,430,000 

46,430,000 

45,873,000 

Trust  Funds 

40,000,000 

40,000,000 

40,000,000 

39,520,000 

FY  1990 

Appropriation 

49,498,000 

49,498,000 

50,600,000 

50,488,000 

Sequester 

— 

_ 

... 

-577,000 

Trust  Funds 

43,300,000 

44,300,000 

44,300,000 

44,300,000 

FY  1991 

Appropriation 

51,500,000 

53,500,000 

53,500,000 

51,917,000 

Sequester 

— 

_ 

... 

-675 

Trust  Funds 

43,723,000 

43,723,000 

43,723,000 

42,669,000 

FY  1992 

Appropriation 

63,842,000 

63,842,000 

58,191,000 

58,191,000 

Trust  Funds 

47,347,000 

37,833,000 

37,833,000 

37,401,000 

FY  1993 

Appropriation 

57,496,000 

61,901,000 

61,496,000 

62,379,000 

Trust  Funds 

50,988,000 

37,027,000 

46,988,000 

36,617,000 

FY  1994 

Appropriation 

62,379,000 

62,379,000 

64,800,000 

63,590,000 

Rescission 

— 

— 

_ 

-272,000 

Trust  Funds 

36,617,000 

36,617,000 

36,617,000 

36,617,000 

FY  1995 

Appropriation 

64,501,000 

63,585,000 

63,585,000 

63,585,000 

Rescission 

— 

_. 

_ 

-152,000 

SSA  Transfer 

-4,815,000 

— 

.„ 

-4,815,000 

Trust  Funds 

36,617,000 

37,060,000 

37,060,000 

37,060,000 

SSA  Transfer 

-16,076,000 

... 

... 

-16,076,000 

137 


1464 


OFFICE  OF  INSPECTOR  GENERAL 


APPROPRIATIONS  HISTORY  TABLE 

(Cont.) 

Budget 

Estimate 

House                  Senate 

to  Congress 

Allowance              Allowance 

AoDroDriation 

FY  1996 

Appropriation 

$67,889,000 

$56,333,000                        ' 

Trust  Funds 

33,837,000 

17,623,000 

FY  1997 

Appropriation 

56,139,000 

Trust  Funds 

18,810,000 

1  As  of  3/13/96,  the  Senate  had  not  yet  acted;  therefore.  Senate  recommendations  cannot  be  provided. 
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FY  1995 
Actual 

FY  1996 
Policy            ' 

FY  1997 
Estimate 

Increase  or 
Decrease 

FTE 
927 

Amount 
$78,776,000 

FTE 

927 

Amount 
$73,956,000 

FTE               Amount 
927        $74,949,000 

FTE            Amount 
—       +$993,000 

General  Statement 

The  Department  of  Health  and  Human  Services  anticipates  budget  outlays  in  excess  of  $300  billion  in 
FY  1996.  The  scope  of  the  Office  of  Inspector  General's  (OIG)  oversight  includes  all  of  the 
Department's  over  300  programs,  impacting  the  well-being  and  the  quality  of  life  of  virtually  every 
person  in  the  United  States.  For  FY  1997,  OIG  requests  $56,139,000  in  general  funds  and  $18,810,000 
in  trust  fund  transfers,  for  $74,949,000  in  total  obligational  authority  and  927  FTE. 

Mission.  Organization,  and  Method  of  Operations 

The  Inspector  General  Act  establishes  the  statutory  authority  and  responsibilities  of  OIG.  OIG's  mission 
is  to: 

•  protect  the  integrity  of  departmental  programs  and  the  health  and  welfare  of  program 
beneficiaries; 

•  promote  the  economy,  efficiency,  and  effectiveness  of  departmental  programs  and  operations;  and 

•  prevent  and  detect  fraud,  waste,  and  abuse  in  departmental  programs  and  operations.  This 
mission  is  accomplished  through  a  program  of  audits,  investigations  and  inspections  designed  to 
reach  all  organizational  levels  of  the  Department. 

OIG's  goal  is  to  detect  and  prevent  fraud  and  abuse,  and  to  ensure  that  beneficiaries  receive  high-quality, 
necessary  services  at  appropriate  payment  levels. 

Within  the  Department,  OIG  is  an  independent  organization,  reporting  to  the  Secretary  and 
communicating  directly  to  Congress  on  significant  matters.  OIG  is  comprised  of  the  Office  of  Audit 
Services,  the  Office  of  Investigations,  the  Office  of  Evaluation  and  Inspections,  the  Office  of  Civil  Fraud 
and  Administrative  Adjudication,  and  the  Office  of  Management  and  Policy.  These  OIG  components 
provide  oversight  of  all  HHS  programs  and  provide  policy  guidance  and  technical  expertise  to  the 
Department  and  its  contractors,  other  Federal  agencies,  and  private  organizations.  Nearly  80  percent  of 
OIG  activities  are  carried  out  in  more  than  50  area  and  field  offices  consisting  of  auditors,  investigators, 
and  evaluation  specialists. 

The  Office  of  Audit  Services  (OAS)  performs  audit  activities  which  include:  conducting  and  overseeing 
audits  of  HHS  programs,  operations,  grantees  and  contractors;  identifying  systemic  weaknesses  that  give 


Based  on  levels  of  the  ninth  CR. 
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rise  to  opportunities  for  fraud  and  abuse;  and  making  recommendations  to  prevent  their  recurrence.  OIG 
auditors  also  perform  financial  statement  audits  under  the  Chief  Financial  Officers  (CFO)  Act  of  1990 
and  the  Government  Management  Reform  Act  (GMRA)  of  1994. 

The  Office  of  Investigations  (OI)  develops  cases  concerning  fraud,  waste,  abuse,  and  mismanagement 
which  occur  within  the  Department's  programs.  Working  with  Federal  and  State  law  enforcement 
agencies,  OIG  investigators  seek  criminal  and  civil  actions  against  those  who  commit  fraud  or  who  thwart 
the  effective  administration  of  HHS  programs.  OIG  investigations  focus  on  providers  of  services  and 
supplies  under  Medicare  and  Medicaid,  program  grantees  and  applicants,  beneficiaries  and  other 
recipients  of  Federal  funds,  as  well  as  HHS  employees. 

The  Office  of  Evaluation  and  Inspections  (OEI)  conducts  short-term  program  evaluations  (called 
inspections)  that  focus  on  issues  of  concern  to  the  Department,  the  Congress  and  the  public,  such  as 
Medicare  services,  device  and  drug  approvals/removals,  child  support  enforcement  programs,  and 
Medicare  client  satisfaction.  The  results  of  this  work  generate  rapid,  accurate  information  on  how  well 
those  programs  are  operating,  and  offer  recommendations  to  improve  their  efficiency  and  effectiveness. 

The  Office  of  Civil  Fraud  and  Administrative  Adjudication  (OCFAA)  is  responsible  for  protecting 
Federally-funded  health  care  programs  through  the  negotiation  and  imposition  of  civil  monetary  penalties 
(CMP),  assessments,  and  program  exclusions. 

The  Office  of  Management  and  Policy  (OMP)  provides  support  services  to  OIG,  including  legislative  and 
regulatory  review  and  development,  public  affairs,  strategic  planning  and  budgeting,  financial  and 
information  management,  resources  management,  and  preparation  of  OIG's  semi-annual  and  other  reports. 

Non-comparable  appropriated  funding  for  OIG  during  the  last  five  years  (including  amounts  available  for 
obligation  from  both  general  funds  and  trust  fund  transfers)  has  been  as  follows: 

Fiscal  Year  Funds  FTE 

1992  $94,927,000  1,396 

1993  $98,996,000  1,317 

1994  $99,935,000  1,253 

1995  $89,036,000  1,051 

1996  $73,956,000  927 

The  President's  appropriation  request  for  this  account  represents  current  law  requirements.  No  proposed 
law  amounts  are  included. 

The  Medicare  Anti-fraud  and  Abuse  Program  (MAAP)  is  a  proposed  new  initiative  to  restore  trust  and 
accountability  to  Medicare.   This  program  would: 

•  build  upon  the  proven  effective  policies  and  practices  of  Operation  Restore  Trust; 

•  enhance  general  Medicare  fraud  protection  activities; 

•  allow  OIG  to  pursue  promising  and  innovative  antifraud  initiatives; 
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•  enhance  data  systems  to  more  effectively  assess  trends  and  identify  possible  fraud  and  abuse;  and 

•  expand  OIG  resources  by  retraining  and  adding  staff  to  those  parts  of  the  country  where  fraud 
schemes  are  unfolding. 

Should  this  legislation  be  enacted,  an  additional  $54  million  will  be  added  to  the  above  amount  in 
FY  1997  to  supplement  OIG's  effort. 

Streamlining  and  Performance  Measures 

Between  FY  1991  and  FY  1994,  OIG  reduced  the  number  of  its  staff  by  230  FTE,  or  16  percent.  This 
reduction  was  due  to  budget  constraints,  and  was  achieved  through  a  policy  of  attrition  with  minimal 
hiring  to  fill  critical  positions.  OIG  also  conducted  a  buyout  program  targeted  at  the  GS-12  through  SES 
levels  to  reduce  management  positions  and  supervisor-to-staff  ratios.  An  "early  out"  program  was  also 
offered  to  eligible  staff.  Finally,  in  FY  1995,  an  additional  259  FTE,  or  20  percent  of  OIG  staff,  were 
transferred  to  the  new  Social  Security  Administration  under  the  Social  Security  Independence  and 
Program  Improvement  Act  of  1994. 

In  order  to  meet  its  statutory  responsibility  of  protecting  the  integrity  of  HHS  programs,  as  well  as 
promoting  their  economy,  efficiency,  and  effectiveness,  OIG  has  undertaken  a  number  of  initiatives  to 
ensure  that  its  remaining  resources  are  deployed  in  the  most  efficient  and  cost-effective  way  and  that  its 
work  products  continue  to  be  of  the  highest  quality.   These  initiatives  include,  for  example: 

•  Saving  travel  dollars  by  increasing  the  use  of  teleconferencing  to  conduct  audit  and  evaluation 
conferences,  gather  data,  and  review  work  products;  making  the  most  efficient  use  of  electronic 
communication  (e.g.,  local  area  networks,  Internet,  etc.);  and  developing  effective  in-house  staff 
training  programs. 

•  Reengineering  basic  work  processes,  initiating  team  approaches,  and  restructuring  organizational 
alignments  to  reduce  supervisor-to-staff  ratios. 

•  Deploying  OIG  staff  more  efficiently  by  cross-training  auditors  and  evaluators  to  assist  in 
investigative  work  and  conducting  joint  audits,  evaluations,  and  investigations  in  the  fight  against 
fraud  in  health  care  and  other  areas. 

•  Establishing  partnerships  with  State  auditors  under  which  OIG  will  provide  States  with  audit 
methodologies  for  their  use  in  conducting  audits  of  HHS  health  care  programs.  In  addition  to 
recovering  taxpayer  dollars,  these  partnerships  will  also  result  in  program  improvements  and  a 
reduction  in  the  cost  of  providing  needed  services  to  Medicaid  recipients. 

•  Conducting  joint  investigations  with  other  Federal  law  enforcement  agencies,  including  the  Secret 
Service,  the  Federal  Bureau  of  Investigation  (FBI),  the  Internal  Revenue  Service,  the  Postal 
Inspection  Service,  State  governments,  other  OIGs,  and  recently,  HHS  operating  divisions. 

•  Undertaking  a  major  joint  initiative;  Operation  Restore  Trust.  In  conjunction  with  the  Health 
Care  Financing  Administration  (HCFA),  the  Administration  on  Aging  (AoA),  the  Department  of 
Justice  (DoJ),  State  governments,  and  private  sector  representatives,  OIG  is  engaged  in  a  health 
care  anti-fraud  project  that  targets  Medicare  and  Medicaid  fraud  and  abuse  in  the  States  of 
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California,  Florida,  New  York,  Texas,  and  Illinois.  This  two-year  project  will  focus  on  the 
fastest  growing  areas  of  Medicare  expenditures:  nursing  facilities,  home  health,  and  durable 
medical  equipment. 

•  Included  in  Operation  Restore  Trust  is  a  new  OIG  initiative,  a  voluntary  disclosure  program. 
This  pilot  program  encourages  health  care  corporate  providers  in  the  home  health,  nursing 
facilities,  and  durable  medical  equipment  industries  within  the  five  States  to  come  forward  and 
disclose  potential  instances  of  fraud  and  abuse  that  the  providers  themselves  have  discovered 
within  their  corporations. 

OIG  operates  in  a  dynamic  environment  directly  impacted  by  the  issues  of  importance  to  the  Secretary, 
the  Administration,  and  the  Congress.  It  has  developed  a  strategic  plan  with  goals,  objectives,  strategies, 
and  annual  work  plans  that  are  directly  responsive  to  those  issues. 

OIG's  strategic  plan  begins  with  its  statements  of  mission,  vision,  and  values.  Its  strategic  goals  focus 
on  three  areas: 

•  using  OIG  resources  to  provide  the  greatest  contribution  to  improving  HHS  programs  and 
operations; 

•  using  OIG  resources  in  the  most  innovative  and  productive  ways;  and 

•  developing  OIG  human  resources  to  achieve  their  maximum  potential. 

The  strategic  plan's  underlying  objectives  were  developed  based  on  assessments  of  the  prominent  issues 
and  high  risk  areas  expressed  by  HHS  program  and  operating  managers,  OIG  auditors,  investigators,  and 
evaluators;  and  OIG's  prior  work  and  areas  of  interest  to  the  Congress  and  the  Administration.  The 
objectives  are  further  supported  by  numerous  strategies  which  define  the  specific  actions  that  will  be  taken 
to  achieve  the  goals  and  objectives. 


PROGRAM  ACCOMPLISHMENTS 

The  most  striking  accomplishment  of  OIG  is  in  savings  to  the  Federal  government  as  a  result  of  OIG 
activities  and  recommendations,  return  on  OIG  investment,  and  growth  injudicial  prosecutions.  Despite 
diminishing  resources,  OIG's  accomplishments  have  continued  to  remain  high  through  OIG's  efficient 
use  of  those  resources. 

Monetary  Benefits 

Between  FY  1981  and  FY  1995,  OIG  asserts  that  it  provided  $75  billion  in  savings,  settlements,  fines, 
restitutions  and  receivables  from  implementation  of  OIG  recommendations  by  the  Department  and  the 
Congress.  In  FY  1995,  OIG  asserts  that  these  savings  represented  an  OIG  return-on-investment  of  $9.7 
million  per  OIG  employee,  or  $115  saved  per  OIG  budget  dollar  appropriated. 
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Savings  to  Federal  Government 
FY  1981  and  1991  -  1995 


OKj  Rstun  on  InvMtmant 


1981       1991       1992      1993      1994      1995 


Successful  Judicial  Prosecutions 

In  FY  1995,  successful  judicial  prosecutions  as  a  result  of  OIG  investigations  totaled  620.  OIG 
prosecuted  individuals  and  entities  who  improperly  claimed  Medicare  and  Medicaid  reimbursements, 
misused  Social  Security  numbers,  fraudulently  obtained  Social  Security  benefits,  and  fraudulently  sought 
generic  drug  approvals. 

Sanctions 

OIG,  in  coordination  with  State  health  care  agencies  and  other  Federal  agencies,  imposed  1,563  sanctions 
against  those  who  engaged  in  fraud  and  abuse,  or  whose  behavior  demonstrated  that  they  present  a  risk 
to  the  integrity  of  the  Medicare,  Medicaid,  and  State  health  care  programs,  or  to  program  beneficiaries. 


PROGRAM  INITIATIVES  FOR  FY  1996-1997 

For  FY  1996-1997,  OIG's  initiatives  will  address  all  of  the  Secretary's  goals  for  HHS  and  many  of  the 
underlying  objectives.  Within  the  context  of  its  strategic  plan,  OIG  has  undertaken  a  new  work  planning 
process  to  assure  that  its  audits,  evaluations,  and  investigations  are  properly  focused,  that  all  program  risk 
factors  are  identified,  and  that  OIG  resources  are  utilized  in  the  most  cost-effective  and  efficient  manner. 

A  primary  objective  of  OIG's  planning  process  is  to  be  as  responsive  as  possible  to  the  needs  of  the 
Department,  the  Administration,  and  the  Congress.  To  do  so  requires  ongoing  sensitivity  to  and 
assessment  of  the  concerns  and  issues  facing  the  individuals  and  entities  served  by  OIG.  Accordingly, 
it  is  not  practical  for  OIG  to  plan  specific  work  assignments  beyond  a  year.  Therefore,  in  supporting  the 
strategic  goals  and  carrying  out  its  statutory  mandate,  OIG  has  developed  overall  focus  areas  to  guide  its 
work  planning  and  the  deployment  of  its  resources  in  the  FY  1996-1997  time  frame: 
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Focus  Areas:   Health  Care  Financing  Administration 

•  Health  Care  Anti-Fraud  Demonstration  Project/Operation  Restore  Trust:  In  Operation  Restore 
Trust,  OIG,  HCFA  and  AoA  will  continue  their  interdisciplinary  project  team  of  Federal,  State 
and  private  sector  representatives  targeting  health  care  fraud  and  abuse  in  California,  Florida, 
New  York,  Texas  and  Illinois.  These  five  States  account  for  more  than  a  third  of  all  Medicare 
beneficiaries  and  nearly  40  percent  of  all  Medicaid  recipients.  The  project  team  is  focusing  on 
nursing  facilities,  home  health,  and  durable  medical  equipment— all  areas  of  the  programs  which 
have  been  found  to  be  susceptible  to  fraud  and  abuse. 

•  Hospitals:  Efforts  will  focus  on  reviews  to  determine:  the  quality  of  care  provided  in  return  for 
Medicare  and  Medicaid  payments;  the  appropriateness  of  payments  for  the  services  rendered;  the 
effects  of  marketplace  changes  and  payment  policy  on  provider  incentives  and  profits;  and  the 
effect  of  hospital  ownership  of  physician  practices  on  billing  practices  and  utilization;  hospital 
discharge  planning  will  also  be  assessed.  Hospitals  will  be  identified  whose  claims  billing 
practices  are  contrary  to  Medicare's  reimbursement  practices. 

•  Contractor  Operations  and  Reform:  Assess  the  efficiency  and  effectiveness  of  operations  at 
Medicare  carriers  and  intermediaries  and  the  implementation  and  impact  of  reforms. 

•  Drugs:  Assess  the  operations  of  the  Medicaid  drug  rebate  program;  Medicare  payment  and 
utilization  of  prescription  drugs;  emerging  trends  in  the  pharmaceutical  industry;  and  their  effect 
on  utilization  and  pricing. 

•  State-wide  Medicaid  Waivers:  Examine  issues  of  fraud,  abuse,  and  beneficiary  impact  in  the 
States  operating  under  section  1115  waivers  in  the  Medicaid  program. 

•  Information  Resources  Management:  Conduct  reviews  of  the  new  Medicare  Transaction  System 
(MTS)  and  the  new  HCFA  Data  Center. 

•  Managed  Care:  Determine  the  appropriateness  of  payments,  beneficiary  protections  and  access 
to  quality  services,  and  the  fiscal  stability  of  managed  care  arrangements;  assess  beneficiary 
perspectives  of  risked-based  HMOs;  review  the  appeals  and  grievances  processes  and  beneficiary 
understanding  of  them. 

•  Federal/State  Joint  Audits  of  the  Medicaid  Program:  Perform  reviews  of  issues  that  will  result 
in  Medicaid  program  improvements  and  reduce  the  cost  of  providing  needed  services  to 
recipients.  Several  broad  issue  areas  have  been  identified  as  potential  targets  of  opportunity  for 
joint  Federal/State  initiatives. 

•  Clinical  Laboratory  Services:  Current  reviews  will  continue  and  expand  to  identify  abusive 
providers,  as  well  as  identify  overbillings  and  duplicate  billings  in  both  the  Medicare  and 
Medicaid  programs. 

•  Investigations:  These  will  focus  on:  Medicare  Part  A  facilities/entities  that  billed  the  Medicare 
program  for  services  not  rendered,  or  that  manipulated  diagnosis-related  group  codes  in  an  effort 
to  inflate  their  reimbursement  amount;  Medicare  Part  B  complaints  from  a  variety  of  sources, 
including  fraudulent  schemes  in  various  areas  of  medical  services;  Medicaid  fraud  investigations 
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in  States  without  MFCUs  or  where  there  is  a  shared  interest;  and  other  HCFA  programs  such  as 
grants  and  contracts  with  carriers  and  intermediaries. 

Exclusion  Action  Project:  This  project  is  intended  to  develop  a  process  whereby  Medicare 
contractors  can  refer  small  dollar  fraud  cases,  which  are  declined  for  criminal  prosecution,  to 
OIG  for  consideration  of  a  program  exclusion. 

Focus  Areas:    Public  Health  Issues 

CDC  HIV/AIDS  Prevention  Activities:  Evaluate  activities  and  accomplishments  in  the  CDC 
extramural  HIV/AIDS  prevention  programs. 

Information  Integrity:  Emphasis  will  be  on  the  integrity  of  the  information  used  in  analyzing 
health  care  problem  areas  and  in  setting  national  health  care  priorities. 

Patient  Availability  and  Safety  in  Clinical  Trials:  Assess  efforts  by  NIH  and  FDA  to  assure  the 
quality  of  mandated  research,  including  an  assessment  of  oversight  controls. 

Review  of  NIH's  Management  Oversight  of  Biomedical  Research. 

Integrity  in  the  Conduct  of  Scientific  Research:  Assess  NIH  and  college  and  university  controls 
over  the  conduct  of  clinical  trial  research  projects  and  the  expenditure  of  NIH  funds  in  support 
of  such  research. 

Review  indirect  costs  claimed  by  colleges  and  universities. 

FDA's  Premarket  Review:  Assess  the  efficiency  and  effectiveness  of  the  FDA  premarket  product 
review  processes. 

FDA's  Postmarketing  Surveillance:  Review  FDA's  Postmarketing  Surveillance  after  products 
(drugs,  devices  or  biologies)  are  approved  for  marketing  and  any  research  on  therapies  and 
treatment. 

Conduct  reviews  of  the  Health  Resources  and  Services  Administration's  (HRSA)  oversight  of 
service  delivery  programs  for  the  nation's  medically  underserved  population. 

Programs  for  Developing  Health  Professionals:  Review  the  financial  assistance  programs  for  the 
education  of  medical  students  and  students  in  other  health  related  fields. 

IHS  Management  of  Health  Care  Delivery:  Examine  IHS's  move  to  reinvent  its  health  care 
delivery  and  management  structure  to  better  serve  American  Indians  and  Alaskan  Natives,  and 
to  satisfy  government-wide  streamlining  efforts. 

Public  Health  Fraud:  Investigations  of  fraud  in  public  health  programs  are  diverse,  complex,  and 
often  critical  to  protecting  the  health  of  the  American  people.  These  investigations  will  address 
grant  and  contract  fraud,  research  fraud,  and  allegations  of  wrongdoing. 
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Focus  Areas:   Administration  for  Children  and  Families 

•  Operation  of  Welfare  Programs:  Assess  the  overall  operation  of  welfare  programs  in  critical 
areas,  including:  service  delivery;  program  outcomes;  internal  controls;  fiscal  and  program  data 
integrity;  management  information  systems  and  cost  effectiveness.  Provide  early  insight  into  the 
implementation  of  welfare  reform. 

•  Child  Welfare,  Child  Protective  and  Child  Development  Systems:  Conduct  reviews  that  include 
quality  of  care,  family  reunification  and  preservation,  program  training,  establishment  of 
reimbursement  rates,  program  outcomes,  child  abuse  and  neglect,  program  improvements, 
internal  controls,  fringe  benefit  rates  and  wage  comparability  of  child  development  professions, 
and  stewardship. 

•  Job  Opportunities  and  Basic  Skills  (JOBS)  Program:  Review  elements  of  the  JOBS  program  that 
are  designed  to  move  welfare  recipients  into  employment;  specifically,  the  use  of  transitional 
child  care  benefits,  participant's  employability  plans  and  case  management  services. 

•  Monitoring  Department  Welfare  Waivers:    Examine  ACF's  waiver  granting  process  and  the 
-    effects  these  waivers  may  have  on  fraud  and  abuse,  cost  efficiency,  and  the  welfare  status  of  the 

AFDC  and  JOBS  populations. 

•  Increasing  Collections  in  the  Child  Support  Enforcement  Program:  These  reviews  will  explore 
options  and  methods  available  to  increase  collections  under  the  Child  Support  Enforcement 
program. 

•  Investigations:  Investigations  under  the  Federal  Child  Support  Recovery  Act  will  accelerate  with 
the  Department  of  Justice's  recent  grant  of  authority  to  investigate  all  cases  related  to  this  statute. 

Focus  Area:   Administration  on  Aping 

•  Services  for  the  Aged:  Conduct  reviews  to  determine  whether  services  are  economically  and 
efficiently  provided  to  meet  the  critical  needs  of  the  elderly  and  to  determine  the  adequacy  of 
services  for  the  protection  of  vulnerable  adults. 

Focus  Areas:   Department-wide 

•  Administrative  Costs:  Continue  reviews  that  focus  on  areas  of  concern  that  affect  the  current 
system  of  allocating  administrative  costs  to  program  costs;  allowableness  of  costs  being  charged 
to  Federal  programs;  variability  among  States  in  the  amount  of  administrative  costs  being  spent; 
and  effect  of  late  payments  to  public  pension  plans. 

•  Financial  Statements:  Perform  audits  for  the  purpose  of  expressing  opinions  on  the  financial 
statements  of  certain  reporting  entities  in  the  Department  as  identified  under  the  Chief  Financial 
Officers  Act  of  1990  and  Government  Management  Reform  Act  of  1994. 

•  Perform  reviews  of  pre-award  and  post-award  contract  audits  and  non-Federal  audits  under  OMB 
circulars  A-128  and  A-133. 
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Within  these  overall  focus  areas  are 
an  array  of  projects  that  comprise 
hundreds  of  audits  and  inspections, 
thousands  of  non-Federal  audits,  and 
thousands  of  complaints  that  can  lead 
to  investigations  and,  ultimately,  to 
convictions,  sanctions,  or  exclusions. 


This  chart  shows  the  distribution  of 
OIG's  resources  among  the  program 
areas  of  the  Department. 


FY  *96  &  '97 

OIG  Use  of  Resources 

By  Program  Area 


Medicaid  - 


Other  HHS  Programs  -  38% 


Medicare  -  57% 


Rationale  for  the  Budget  Request 

OIG's  budget  request  for  FY  1997  is  $74,949,000,  an  increase  of  $993,000  over  the  FY  1996  operating 
level.  The  FTE  level  has  been  straightlined  from  FY  1996  to  FY  1997.  The  dollar  increase  is  sought 
to  cover  the  annualization  of  the  January  1996  pay  raise,  the  anticipated  January  1997  pay  raise  of  3.1 
percent,  and  mandatory  personnel  costs  such  as  within-grade  increases.  Most  of  these  costs  have  been 
defrayed  by  decreases  in  administrative  costs  and  staffing. 

The  following  charts  show  the  FY  1997  budget  request  by  major  object  class  category  and  OIG 
component. 


OIG  Budget  Request 

FY  1997 


6555555] 


FY  '97  OIG  Funding  &  FTE  Ceilings 
By  Organizational  Component 


OCFAA-  $1.6m. 
EM*  -  $2. 6m. 

OEI-$6.8m 

OI-$21.6m. 


OAS-$42.4m. 


*  EM  -  Executive  Management 

(Immobile  Office  mJ  Office  of 
Umftau  ad  Policy) 
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Even  though  OIG  will  strive  to  further  streamline  its  work  processes  and  refine  its  goals  and  objectives, 
as  its  work  priorities  and  legislative  mandates  continue  to  increase,  additional  resources  will  be  needed 
to  meet  the  new  challenges. 

OIG  is  confident  that  Operation  Restore  Trust  will  be  a  success  and  lead  to  new  partnerships  in  the  future. 
If  successful,  the  voluntary  disclosure  pilot  program  can  be  expanded  to  other  States  and  to  other  health 
care  areas.  The  emphasis  by  Congress,  DoJ  and  HCFA  on  making  sure  that  wrongdoers  are  kept  out 
of  the  Federal  Medicare  and  Medicaid  programs,  as  well  as  State  health  care  programs,  can  be  expected 
to  increase  the  demands  for  exclusions  under  the  Inspector  General  authorities.  There  is  also  reason  to 
believe  that  the  Department  will  become  even  more  aggressive  in  developing  quality  of  care  cases. 
Nonprosecutable  fraud  cases  will  require  that  more  resources  within  OIG  be  devoted  to  administrative 
adjudication. 

The  proposed  Medicare  Anti-fraud  and  Abuse  Program  (MAAP)  initiative  would  implement  the  proven 
effective  aspects  of  Operation  Restore  Trust,  enhance  general  fraud  protection  activities,  and  provide  trust 
fund  dollars  for  OIG  to  ensure  a  consistent  and  stable  source  of  funding.  Increasing  the  investment  in 
these  activities  above  current  levels  will  allow  OIG  to  engage  in  additional  prevention  and  detection 
activities,  as  well  as  increase  enforcement  actions.  OIG  will  be  able  to  pursue  innovative  antifraud 
initiatives,  enhance  data  systems  to  assess  trends  and  identify  possible  fraud  and  abuse,  and  expand  OIG 
resources  by  retraining  and  adding  staff  to  those  parts  of  the  country  where  fraud  schemes  are  unfolding. 

OIG's  record  demonstrates  that  it  can  achieve  substantial  savings  and  recoveries  through  its  activities. 
While  prepayment  and  postpayment  activities  are  fruitful,  OIG's  efforts  can  help  provide  the  knockout 
blow  to  those  who  seek  to  defraud  the  Medicare  program.  By  pursuing  areas  of  potential  fraud,  identified 
by  beneficiaries  and  Medicare  contractors,  not  only  are  recoveries  of  overpayments  and  fines  and 
penalties  imposed  against  those  who  defraud  the  programs,  but  such  fraudulent  providers  are  eliminated 
from  participation  in  the  programs. 

Under  the  MAAP  proposal,  investigators  will  be  substantially  reinforced  with  additional  placements  in 
geographic  areas  with  the  greatest  representation  of  Medicare  beneficiaries  and  highest  vulnerability  to 
fraud;  and  within  three  years  investigative  units  will  be  placed  within  all  States  (thus  removing  a  severe 
vulnerability  in  the  24  States  where  none  are  located  now). 

For  the  Medicare  program,  it  is  crucial  that  permanent  funding  sources  be  established  for  program 
integrity  efforts.  Restoring  trust  in  the  Medicare  program  by  increasing  funding  for  program  integiity 
activities  and  funding  OIG's  Medicare  program  integrity  activities  from  the  trust  fund  will  build  on  our 
current  successful  work  and  contribute  to  reducing  the  growing  amount  of  fraud,  waste  and  abuse  in  the 
American  health  care  sector. 
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OFFICE  OF  INSPECTOR  GENERAL 
DETAIL  OF  FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMENT 


FY  1995       FY  1996     FY  1997 
Actual        Estimate       Estimate 

Total,  OIG 927  927  927 


Average  GS  Grade 

1993 11.0 

1994 11.1 

1995 11.1 

1996 11.8 

1997 11.8 
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OFFICE  OF  INSPECTOR  GENERAL 

DETAIL  OF  POSITIONS 

FY  1995  FY  1996  FY  1997 

Actual  Estimate  Estimate 

Executive  Level  I —  — 

Executive  Level  II    —  —  — 

Executive  Level  III —  —  — 

Executive  Level  IV —  —  — 

Executive  Level  V    —  ~-  _. 

Subtotal —  _ 

Total  -  Executive  Level  Salaries $ —  $ —  $ — 

ES-6 1  1  1 

ES-5 1  1  1 

ES^J 3  3  3 

ES-3 4  5  6 

ES-2 2  1  1 

ES-1 1         \         = 

Subtotal 12  12  12 

Total  -  ES  Salaries    $1,564,000  $1,660,000  $1,699,000 

GS-15 42  40  40 

GS-14 87  86  86 

GS-13 280  277  277 

GS-12 324  325  325 

GS-11    38  35  35 

GS-10 2  1  1 

GS-9 48  46  46 

GS-8 13  13  13 

GS-7 67  68  68 

GS-6 13  13  13 

GS-5 11  12  12 

GS-4 1  1  1 

GS-3 3  1  1 

GS-2 — 

GS-1 =         =  = 

Subtotal 929  918  918 

Total  positions 941  930  930 

Total  FTE  usage,  end  of  year    927  927  927 

Average  ES  level    2  2  2 

Average  ES  salary    $109,374  $113,569  $117,090 

Average  GS  grade    11.1  11.8  11.8 

Average  GS  salary    $45,454  $46,452  $47,892 

Average  Special  Pay  (Commissioned  Corps) $65,681  $61,549  $62,596 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 

U.S.  DEPARTMENT  OF  LABOR 

OFFICE  OF  INSPECTOR  GENERAL 

FY  1997 

CONGRESSIONAL  BUDGET  SUBMISSION 

SALARIES  AND  EXPENSES 
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OFFICE  OF  INSPECTOR  GENERAL 
SALARIES  AND  EXPENSES 

For  salaries  and  expenses  of  the  Office  of  Inspector  General  in  carrying  out  the 
provisions  of  the  Inspector  General  Act  of  1978,  as  amended,  $44,472,000,  together  with  not 
to  exceed  S3, 6  J  5,000,  which  may  be  expended  from  the  Employment  Security  Administration 
account  in  the  Unemployment  Trust  Fund.    (5  U.S.C.  App.  3) 

Explanation   of    Language   Change 


1480 


FY 

1997 

FTE 

Amount 

438 

$44,472 

438 

44,472 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  In  Thousands) 

FY  1995  FY  1996 

Comparable      Conf .  Action 

FTE    Amount    FTE    Amount 

Appropriation  1/ 458    $47, 873     448    $44,426 

A.   Subtotal,  Appropriation   458     47,873     448     44  426 

Offsetting  collections  from: 

Reimbursements 2,469     2,353     2,353 

Employment  and  Training 

Administration  Unemployment 

Insurance  Trust  fur.ds....        31     3,895     31     3,615     31     3,615 

Employment  Standards 

Administration  Black  Lung 

Disability  Trust  funds...   1        309     1        298     1        287 


B.   Gross  Budget  Authority.   490  54,546  480  50,692  470  50,727 

Offsetting  collections  deduction: 

Reimbursements -2, 469  -2, 353  -2,  353 

C-   Budget  Authority  Before 

Committee 490  52,077  480  48,339  470  48,374 

Unobligated  balance  expiring -273  


D.   Total,  Estimated 

obligations 490     51,804     480     48,339     470     48,374 

1/   Reflects  the  annual  level  of  the  FY  1996  CR  (P.T..  104-99) 
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SUMMARY  OF  CHANGES 
($  In  Thousands) 


Budget  Authority: 

General  Funds 

Trust  Funds 

Total 

Full -Time  Equivalent: 

General  Funds 

Trust  Funds 

Total 


$44,426 

3.913 

48,339 


448 

32 

480 


$44,472 

3,  902 

48,374 


438 
470 


Net  Change 


+  $46 
-11 


+  $35 


■10 

To 


Trust  Funds 
Explanation  of  Change:       FTE    Amount 

Increases  : 
A.   Built-in: 

To  provide  for  FY  1997 
pay  increase $63 

To  provide  for  increased  cost  of : 

Travel —  7 

Rent,  comm.  &  util. .  1 

Printing 

Other  services 22 

Supplies 

Equipment 

Subtotal 30 

C.   Financing: 

To  reflect  a  change  in 

the  method  of  ^a'/mer.t 

for  the  working  Capital 

Fund 

Total  Increase 93 


General  Funds 
FTE     Amount 


+$1, 013 


+  68 
+  9 
+  1 

+334 
+  7 

+8 
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SUMMARY  OF  CHANGES  (continued) 
($  In  Thousands) 


Trust  Funds 
Explanation  of  Change:       FTE    Amount 

Decreases  : 

A.  Built-in:  

B.  Program: 

Government -wide  Reductions: 
To  reduce  administrative 
expenses  as  required  by- 
Executive  Order  12837    -104 

To  comply  with  the  reduction 
in  FTE  as  required  by 

P.L.  103-226 ZZZ. 

Subtotal ---  -104 

Total  Decrease -104 

Total  Change _11 


General  Funds 
FTE     Amount 


10 

-749 

10 

-1, 347 

10 

-1, 347 

-749 

-  1 

,451 

,451 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES'  REPORTS 

Item  Action  Taken  or  Co  Be  Taken 

1996  House  Report  (No.  104-209)  No  specific  actions  taken  at  this 

time. 


1996  Senate  Report  (No.  104-145)  No  specific  actions  recommended. 


1996  Conference  Report  (N/A) 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  In  Thousands) 

Budget  Request 


Legislation 

Authorizing  legislation  containing 
indefinite  authority 

The  Inspector  General  Act  of  1978 

(5  U.S.C.  App.  3)  1/ $48,339      $48,374 

1/   Includes  $3,615,000  in  FY  1996  and  $3,615,000  in  FY  1997  to  be  derived 

from  the  Employment  Security  Administration  account  in  the  Unemployment 

Trust  Fund;  and  $298,000  in  FY  1996  and  $287,000  in  FY  1997  to  be  derived 
from  the  Black  Lung  Disability  Trust  Fund. 
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APPROPRIATION  HISTORY 


($  In 

Thousands ) 

Budget 

Estimate  to 

House 

Senate 

Conqress 

Allowance 

Allowance 

Appropriation 

FTE 

FY 

1987. . 

41,485 

41,485 

41,485 

42,501  1/ 

519 

(UI)  .  . 

(6,040) 

(6,040) 

(6,  040) 

(6,  040) 

(BL)  .  . 

(612) 

(612) 

(612) 

(612) 

FY 

1988. . 

45,683 

45,206 

45,682 

43,758 

512 

(UI)  .  . 

(6,568) 

(6,476) 

(6,476) 

(6,201) 

(BL)  .  . 

(515) 

(506) 

(506) 

(506) 

FY 

1989.  . 

45,713 

45,713 

46,438 

45,659  2/ 

529 

(UI)  .  . 

(5,701) 

(5, 701) 

(5,701) 

(5,633) 

(BL)  .  . 

(515) 

(515) 

(515) 

(509) 

FY 

1990. . 

47,700 

47, 700 

47,700 

47,122  3/ 

548 

(UI)  .  . 

(5,194) 

(5,194) 

(5,194) 

(5,194) 

(BL)  .  . 

(509) 

(509) 

(509) 

(506) 

FY 

1991.  . 

49,029 

50,279 

50, 279 

48,799  4/ 

553 

(UI)  .  . 

(4,195) 

(4,195) 

(4,195) 

(4, 094) 

(BL)  .  . 

(371) 

(371) 

(371) 

(371) 

FY 

1992. . 

51,326 

50, 413 

49,403 

49,991  5/ 

526 

(UI)  .  . 

(4,357) 

(4,279) 

(4,299) 

(4,357) 

(BL)  .  . 

(333) 

(333) 

(333) 

(333) 

FY 

1993. . 

53,650 

51,492 

52,623 

51,631  6/ 

519 

2/ 

(UI)  .  . 

(4,564) 

(4,313) 

(4,433) 

(4,295) 

(BL)  .  . 

(352) 

(352) 

(352) 

(352) 

FY 

1994. . 

51,500 

51,500 

51,500 

51, 500 

500 

1/ 

(UI)  .  . 

(3,990) 

(3, 990) 

(3, 990) 

(3, 990) 

(BL)  .  . 

(295) 

(295) 

(295) 

(295) 

FY 

1995. . 

52,811 

51,846 

52,811 

52,077  9/ 

490 

10/ 

(UI)  .  . 

(3,966) 

(3,860) 

(3,966) 

(3,895) 

(BL)  .  . 

(310) 

(310) 

(310) 

(309) 

FY 

1996.  . 

(UI)  .  . 
(BL)  .  . 

53,618 

(4,055) 

(311) 

(      ) 
(    ) 

(      ) 
(    ) 

(      ) 
(    ) 

480 

10/ 

FY 

1997. . 

(UI) . . 
(BL)  .  . 

48,374 

(3,615) 

(287) 

470 

10/ 

Unemployment  Insurance  (UI)  and  Black  Lung  Disability  (BL)  trust  fund  amounts 
in  parenthesis  are  included  in  the  amount  for  each  year  indicated. 


1/ 

1/ 

II 

1/ 

5/ 

6/ 

2/ 

3/ 
1/ 


10/ 


Includes  transfers  from  Employment  Standards  Administration  of  $556,000 

and  $460,000  for  FERS  and  pay  respectively. 

Includes  $554,000  reduction  pursuant  to  P.L.  100-436. 

Includes  $578,000  reduction  pursuant  to  P.L.  99-177. 


Includes  $1,478,000  reduction  pursuant  to 
reduction  pursuant  to  P.L.  99-177. 
Includes  $1,019,000  reduction  pursuant  to 
Includes  $939,000  reduction  pursuant  to  P 
Includes  a  reduction  of  7  FTE  as 
Includes  a  reduction  of  10  FTE  as 


P.L.  101-517  and  $629,000 


P.L.  102-170. 
L.  102-394. 
result  Of  P.L.  103-226. 
result  of  P.L.  103-226  and 


reduction  of  9  positions  to  finance  other  DOL  increases. 

Reflects  a  reduction  of  $83,000  for  awards  and  a  reduction  of  $64,000  for 

procurement  pursuant  to  P.L.  103-333.   Reflects  a  rescission  of  $169,000 

for  travel  and  administrative  expenses. 

Includes  a  reduction  of  10  FTE  as  a  result  of  P.L.  104-19. 
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General  Statement : 

The  Office  of  Inspector  General  (OIG)  of  the  Department  of  Labor  (DOL) 
was  established  in  October  1978  by  the  Inspector  General  Act  of  1978  (5  U.S.C. 
App.  3) .   The  OIG  will  continue  to  carry  out  its  responsibilities  for:   (a) 
recommending  policies  to  prevent  and  detect  fraud,  waste  and  abuse  in  DOL 
activities  and  programs  and  increase  economy  and  efficiency;  (b)  conducting, 
supervising  and  coordinating  audits,  investigations,  and  evaluations  relating 
to  DOL  programs  and  activities;  (c)  informing  the  Secretary  of  Labor  and 
Congress  about  problems  and  corrective  actions  taken  in  the  administration  of 
DOL  activities  and  programs;  and  (d)  reviewing  legislation  and  regulations  to 
assess  fraud,  waste,  and  abuse  potential  and  make  recommendations  to  the 
Department  of  Labor  and  Congress.   Additionally,  the  Inspector  General  Act  of 
1978  assigned  the  DOL  OIG  the  responsibility  and  authority  to  investigate 
organized  crime's  influence  and  impact  on  labor  organizations'  employee 
benefit  plans,  union  benefit  plans,  and  labor-related  activities.   Since  the 
enactment  of  the  original  OIG  legislation,  additional  specific 
responsibilities  have  been  added  by  other  legislation.  Office  of  Management 
and  Budget  directives,  and  the  Secretary  of  Labor. 

In  carrying  out  the  above  responsibilities,  the  Inspector  General 
exercises  program  direction  over  the  following:   Assistant  Inspector  General 
for  Audit;  Assistant  Inspector  General  for  Investigations  (comprised  of 
Program  Fraud  and  Labor  Racketeering) ;  and  Assistant  Inspector  General  for 
Management  and  Counsel . 

FY  1997  Agency  Request: 

At  this  level,  the  Office  of  Inspector  General's  (OIG)  FY  1997  budget 
request  totals  $48,374,000  and  470  full-time  equivalent  (FTE)  positions.   The 
FY  1997  budget  request  is  comprised  of  $44,472,000  and  438  FTE  for  salaries 
and  expenses,  $3,615,000  and  31  FTE  for  Unemployment  Insurance  trust  fund,  and 
$287,000  and  1  FTE  for  Black  Lung  Disability  trust  fund.   This  request  is 
$35,000  above  and  10  FTE  below  the  FY  1996  conference  action  level. 

Performance  Measures : 

The  Office  of  Audit  relies  on  three  qualitative  measures  to  evaluate  the 
impact  of  audit  work. 

1)  Significant  Information  Provided  -  Do  our  customers  (DOL  Officials,  State 
and  local  government  officials,  the  U.S.  Congress,  Private  Interest  Groups, 
etc.)  believe  that  the  information  provided  in  the  audit  product  is  both 
relevant  and  significant? 

2)  Significant  Decisions  Made  -  Did  our  customers  use  the  information 
provided  to  make  decisions  which  could  result  in  (a)  improved  program  economy 
and  efficiency  or  (b)  reduced/eliminated  program  abuse  and  mismanagement? 

3)  Significant  Actions  Taken  -  Did  our  customer  (a)  implement  internal 
control  structures  which  effectively  achieved  the  decisions  made  or  (b) 
abolish/ cancel  ineffective  programs,  inefficient  program  administration,  etc? 

The  Office  of  Investigations  has  implemented  a  form  of  accomplishment 
reporting  entitled  "Impact  Statements."   Impact  statements  attempt  to  capture 
and  identify  what  has  changed  as  a  result  of  an  investigative  entity's  efforts 
that  will  result  in  a  reduction  -  not  merely  a  temporary  hiatus  -  in  criminal 
activity.   These  impact  statements  detail  the  significant  impact  of 
investigations,  not  merely  the  statistical  results. 
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PROGRAM  ACTIVITIES: 

Office  of  Audit 
($  In  Thousands) 


FY 

1996 

FY 

1997 

Conf . 
FTE 

Action 
AMOUNT 

Estimate 

FTE 

AMOUNT 

S&E 

180 

$17, 977 

172 

$17,824 

UI 

31 

3,615 

31 

3,615 

BLD 
Tot 

1 
212 

298 
$21,890 

1 

204 

287 

$21,726 

Introduction 

Difference 
1996/1997 

FTE  AMOUNT 

-8   -$153 


-8   -$164 


The  Office  of  Audit  (OA)  responsibilities  include:   conducting  and 
supervising  audits  relating  to  the  Department's  programs  and  operations; 
recommending  policies  for  activities  designed  to  promote  economy,  efficiency, 
and  effectiveness  in  the  administration  of  the  Department's  programs  and 
operations  and  preventing  and  detecting  fraud  and  abuse  in  these  programs  and 
operations;  and  assisting  the  Inspector  General  in  keeping  the  Secretary  and 
the  Congress  fully  and  currently  informed  about  problems  and  deficiencies 
relating  to  the  administration  of  the  Department's  programs  and  operations  as 
well  as  the  necessity  for,  and  progress  of,  corrective  action. 

Funding  for  this  activity  during  the  last  5  years  has  been  as  follows: 

Funding     FTE 

FY  1992 $24,246,000  240 

FY  1993 $24,317,000  237 

FY  1994 $23,521,000  222 

FY  1995 $23,665,000  217 

FY  1996 $21,890,000  212 

FY  1997  Budget  Request 

At  this  level  of  $21,726,000,  OA  will  be  able  to  finance  204  FTE  and 
includes  $3,775,000  for  contracting  with  CPA  firms  for  audit  services. 

Financial  Management /Program  Performance  Measures /Program  Outcomes  -  OA  will 
continue  to  audit  the  financial  statements  of  the  Department  at  the  Agency 
level  and  the  Departmental  level  through  audits  of  the  Department's  eight 
agencies,  four  trust  funds,  and  the  Working  Capital  Fund.   OA  plans  to  assist 
DOL  managers  to  validate  missions  and  goals,  establish  performance  indicators, 
and  report  accurately  and  fairly  their  performance.   OIG  will  continue  to  tie 
audited  financial  statements  to  audited  program  results  (performance; 
statements  for  each  DOL  agency. 

Grant  and  Contract  Management  within  DOL  -  OA  will  continue  to  audit  the 
Department's  management  of  the  grant  and  contract  process.   Recent  audit  work 
performed  on  individual  grants  and  contracts  found  serious  billing  and 
performance  problems  not  discovered  by  agency  officials. 

Job  Corps  Center  Contractors  -  OA  will  perform  financial,  compliance,  and 
program  audits  of  Job  Corps  contractor's  outreach,  admissions,  and  placement 
services.   The  project  will  focus  on  rendering  opinions  by  contractor  rather 
than  on  Job  Corps  as  a  whole . 

Unemployment  Insurance  (UI)  Benefit  Payment  Controls  and  Internal  Security  - 
OA  will  complete  an  audit  of  the  effectiveness  of  states'  internal  security 


1491 


programs  designed  to  prevent  and  detect  internal  fraud  or  abuse  relating  to  UI 
benefit  payments. 

Employee  Contributions  to  401  (k)  Plans  -  OA  will  evaluate  the  Pension  and 
Welfare  Benefits  Administration  (PWBA)  initiative  to  review  individual 
complaints  and  open  investigations  concerning  employee  contribution  inquiries . 
PWBA  is  concerned  that  some  plan  sponsors  (employers)  are  not  depositing 
401 (k)  contributions  withheld  from  employee  paychecks  on  a  timely  basis. 

PWBA  Reporting  and  Disclosure  Requirements  -  OA  will  evaluate  the  reporting 
and  disclosure  requirements  of  the  Employee  Retirement  Income  Security  Act 
(ERISA)  and  determine  how  PWBA  gathers  required  information.   We  plan  on 
determining  if  there  are  more  economical  ways  to  obtain,  store,  and  make 
information  available  to  the  public. 

Wage  and  Hour  Back  Wage  Collection  and  Distribution  Activities  -  The 
Employment  Standards  Administration's  Wage  and  Hour  Division  (WHD)  enforces 
laws  related  to  minimum  wage,  overtime,  child  labor,  and  other  provisions 
intended  to  protect  the  American  workforce.   OA  will  audit  WHD's  collection 
activities  and  accounts  receivable  management  and  evaluate  the  effectiveness 
of  back  wage  collection  and  distribution  efforts. 

Worker  Safety  -  OA  will  start  an  audit  of  the  Department's  effectiveness  in 
promoting/assuring  the  on-the-job  safety  of  U.S.  workers.   OA  will  also 
evaluate  the  methods  the  Department  will  use  to  maintain  the  efficiency  and 
effectiveness  of  health  and  safety  programs  as  staff  resources  are  reduced. 

FY  1996 

At  this  level  of  $21,890,000,  OA  will  be  able  to  finance  212  FTE  and 
includes  $3,776,000  for  contracting  with  CPA  firms  for  audit  services. 

Financial  Management /Program  Performance  Measures /Program  Outcomes  -  OA  will 
audit  the  financial  statements  of  the  Department  at  the  Agency  level  and  the 
Departmental  level  through  audits  of  the  Department's  eight  agencies,  four 
trust  funds,  and  the  Working  Capital  Fund.   OA  also  will  audit  program 
performance  measures.   Where  necessary,  OA  plans  to  assist  DOL  managers  to 
validate  missions  and  goals,  establish  performance  indicators,  and  report 
accurately  and  fairly  their  performance.   OIG  will  tie  audited  financial 
statements  to  audited  program  results  (performance)  statements  for  each  DOL 
agency. 

Grant  and  Contract  Management  within  DOL  -  OA  will  audit  the  Department's 
management  of  the  grant  and  contract  process.   Recent  audit  work  performed  on 
individual  grants  and  contracts  found  serious  billing  and  performance  problems 
not  discovered  by  agency  officials. 

Medical  Provider  Fraud  Audit  -  OA  will  start  an  audit  of  billings  by  medical 
providers  under  the  Federal  Employees'  Compensation  Program  (FECA) .   The  audit 
will  target  medical  providers  submitting  inflated,  false,  or  otherwise 
questionable  billings. 

Unemployment  Insurance  (UI)  Benefit  Payment  Controls  and  Internal  Security  - 
OA  will  start  an  audit  on  the  effectiveness  of  States'  internal  security 
programs  designed  to  prevent  and  detect  internal  fraud  or  abuse  relating  to  UI 
benefit  payments. 

Job  Corps  Demand  Occupations  -  OA  will  examine  how  well  Job  Corps'  vocational 
training  program  fulfills  the  needs  of  both  current  and  projected  occupations 
in  demand . 
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Review  of  Research  and  Development  Strategies  -  OA  will  audit  ETA' s  Office  of 
Policy  and  Research  demonstration  and  pilot  projects  for  the  JTPA  program. 
The  audit  objectives  will  be  to  examine  the  strategies  used  by  ETA  in 
conducting  pilot  and  research  projects  and  determine  to  what  extent  lessons 
learned  from  such  projects  have  been  incorporated  into  DOL  programs. 

FY  1995 

At  the  FY  1995  level,  the  Office  of  Audit  was  funded  for  $23,652,000 
which  equated  to  217  FTE  and  included  $5.5  million  for  contracting  with  CPA 
firms  for  audit  services.   This  resulted  in  a  reduction  of  5  FTE  below  the 
FY  1994  budget  level  due  to  P.L.  103-226.   It  also  resulted  in  a  corresponding 
decrease  in  audits  to  evaluate  management  control  systems  which  would  improve 
systems  to  prevent  fraud,  waste,  and  abuse  in  departmental  programs.   In 
addition,  the  financial  statement  requirements  of  the  CFO  Act  and  the 
corresponding  requirements  for  reviewing  the  performance  measures  must  be  met, 
and  could  have  an  impact  on  other  audit  work. 

Financial  Management  -  OA  audited  the  financial  statements  of  the  Department 
at  the  combining  level  and  the  consolidated  level  through  audits  of  the 
Department's  eight  agencies,  four  trust  funds,  and  the  Working  Capital  Fund. 

Program  Measures  of  Performance  -  OA  audited  program  performance  measures 
reported  in  the  financial  statements.   Where  necessary,  OA  plans  to  assist  DOL 
managers  to  validate  missions  and  goals,  develop  strategic  plans,  establish 
performance  indicators,  and  report  accurately  and  fairly  their  performance. 

JTPA  TITLE  III  -  OA  audited  the  Economic  Dislocation  and  Worker  Adjustment 
Assistance  Act  (EDWAA)  program  operated  under  Title  III  of  JTPA  to  determine 
if  the  program  produced  the  intended  results  with  the  highest  quality  service 
at  the  lowest  possible  cost. 

Alien  Labor  Certification  and  Attestation  Processes  -  OA  initiated  an  audit  of 
the  foreign  labor  certification  program  to  determine  if  the  program  is 
protecting  U.S.  workers  as  designed  and  whether  the  program  is  administered  in 
an  effective  manner.   The  audit  will  be  carried  over  into  FY  1996. 

Adjudication  in  the  Department  of  Labor  -  OA  conducted  a  performance  audit  of 
the  Department's  systems  for  adjudicating  claims  tor  worker  disability 
benefit*  (Black  Lung,  Longshore,  and  FECA) . 

JTPA  Pilot  Project  on  Measures  of  Performance  -  OA  worked  with  the  Employment 
and  Training  Administration  (ETA)  to  identify  several  JTPA  Service 
Deiivery/Substate  Areas  (SDA/SSAs)  for  a  pilot  project  on  performance 
measures.   The  OIG  and  ETA  will  jointly  develop  the  performance  measures 
designed  to  capture  both  the  immediate  and  long-term  outcomes  achieved  by  the 
pilot  SDA/SSAs . 

JTPA  Defense  Conversion/Diversification  Programs  -  OA  initiated  an  audit  to 
determine  the  effectiveness  of  the  JTPA  Title  III  programs  designed  to  provide 
retraining  and  adjustment  services  to  military  and  civilian  personnel  who 
become  dislocated  as  a  result  of  base  closings  and  defense  cutbacks. 
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OIG-16 

Office  of  Audit 


Workload  Measures 
(Dollars  in  millions) 


2 .   Veterans 
Employ. 


6.   0A3AM 


12.  Single 
Audit 


Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 
FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 

Audits/Studies/Reviews . 

FTE 

Audit  Contract 


FY  1995 
Actual 

FY  1996 

Estimate 

FY  1997 

Budget 

Request 

6 
1.5 
$0.04 

1 

1 

$0.0 

1 

1 

$0.0 

0 

0 

$0.0 

$0.0 

1 

1 

$0.0 

126 

160.3 

$1.5 

82 

128 

$1.0 

77 

81 

$1.0 

24 

15 

$1.1 

20 

16 

$0.7 

20 

30 

$0.7 

5 
2 
$0.05 

5 
$C.l 

5 

8 

$0.1 

31 

8 

$1.8 

25 

12 

$0.9 

25 

22 

$0.9 

0 

0 

$0.0 

1 

1 

$0.0 

1 

1 

$0.0 

3 

1 
30.1 

6 

3 

$0.1 

2 

1 

$0.1 

12 

6 

$0.7 

6 
$0.5 

12 

10 

$0.5 

4 

2 

$0.1 

4 
$0.1 

4 

8 

$0.1 

2 
$0.0 

19 
$0.2 

9 

25 

$0.2 

314 

4 

$0.0 

320 

6 

$0.0 

320 

6 

$0.0 
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Office  of  Audit 


Workload  Measures 

(Dollars  in  millions) 


13.  Multi-          Audits/Studies/Reviews. 
Agency  FTE 

Audit  Contract 

14.  Other  Audits/Studies/Reviews. 

Federal         FTE 

Agencies        Audit  Contract 

Totals  Audits/Studies/Reviews. 

FTE 

Audit  Contract 

Contract  Equivalent  FTE 

Total  FTE  Available 


FY  1995 
Actual 

FY  1996 
Estimate 

FY  1997 
Budget 

Reouest 

14 

5 

$0.1 

15 

10 

$0.2 

15 

10 

$0.2 

2 

.2 

$0.0 

1 

1 

$0.0 

0 

0 

$0.0 

548 
207 

$5.5 
55 

501 

212 

$3.8 

38 

492 

204 

$3.8 

38 

Selected  Statistics 


Actual : 

Audits  studies  u   reviews 

Reports  issued 

($  in  millions) : 

Total  questioned  costs.. 

Funds  recommended  for 

better  use 

Dollars  resolved 

Allowed 

Disallowed 

Agreed  funds  put  to 

better  use 

Authorized  FTE 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

627 

579 

626 

487 

548 

507 

500 

420 

357 

372 

$32.9 


$86.3 


$29.8 


$32.8 


$11.6 


$111.4 

$248.8 

$12.5 

$28.7 

$42.2 

$121.6 

$47.8 

$70.2 

$0.25 

$102.3 

$32.6 

$27.8 

$6.7 
$28  .  9 
$13.2 

$9.9 

$91.2 
$24.9 
$12.3 

$12.6 

$207.6 

$3.6 

$41.8 

$5.8 

$47.5 

253 

240 

237 

222 

217 
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PERFORMANCE  MEASURES 

Audit  of  JTPA  Title  III  Retraining  Services  (PIG  Audit  Report  No.  02-95-232- 
03-340) 

Significant  Information  Provided: 

On  March  31,  1995  we  issued  an  audit  report  on  the  Economic  Dislocation 
and  Worker  Adjustment  Assistance  Act  (EDWAA)  program.   The  purpose  of  this 
program  is  to  return  dislocated  workers  to  productive  employment.   For  Program 
Years  1991  through  1993,  program  expenditures  totalled  more  than  $2  billion, 
of  which  over  half  was  spent  on  retraining.   The  OIG  performed  a  nationwide 
audit  of  Title  III  retraining  services  provided  to  dislocated  workers  who  were 
terminated  from  the  program  during  the  year  ended  June  30,  1992.   The  primary 
audit  objectives  were  to  determine  if  the  program  was  successful  in  assisting 
dislocated  workers  to  return  to  the  workforce,  and  to  inform  the  Congress  and 
the  Employment  and  Training  Administration  (ETA)  about  program  performance  in 
the  absence  of  comprehensive  outcome  data. 

This  audit  analyzes  outcomes  for  individuals  who  received  retraining. 
This  is  the  first  of  two  audits  to  examine  the  overall  impact  of  Title  III 
retraining  efforts.   The  second  audit  will  compare  the  outcomes  of  dislocated 
individuals  who  received  retraining  to  the  outcomes  of  similar  dislocated 
individuals  who  did  not  participate  in  the  program.   The  OIG  is  of  the  opinion 
that  a  more  complete  assessment  of  the  program' s  success  can  be  obtained  by 
comparing  the  employment  results  of  these  two  groups. 

Significant  Decisions  Made: 

The  purpose  of  Title  III  is  to  return  dislocated  workers  to  productive 
employment.   In  this  context,  we  found  that  the  program  was  successful. 
Program  participants  were  reemployed,  remained  in  the  workforce,  and  regained 
their  prior  earning  power. 

Significant  Actions  Taken: 

ETA  generally  concurred  with  our  recommendations,  and  will  use  our  report 
in  their  ongoing  efforts  to  increase  customer  satisfaction  and  improve  program 
outcomes . 

The  Job  Corps  Program 

Significant  Information  Provided: 

One  major  area  of  audit  focus  has  been  the  Job  Corps  Program.   The  Job 
Corps  Program  is  authorized  under  Title  IV  of  the  JTPA  and  funded  at  almost 
$1  billion  per  year.   The  Job  Corps  is  a  residential  education  and  training 
program  to  assist  disadvantaged  youth  to  become  more  employable  and  productive 
citizens.   During  Program  Year  1995  the  OIG  issued  several  reports  on 
different  aspects  of  this  program.   We  also  worked  extensively  with  the 
Department  and  the  Congress  on  several  initiatives  to  ensure  improvements  in 
program  performance. 

In  January  1995,  the  Director  of  the  Job  Corps,  together  with  senior  OIG 
managers,  met  to  discuss  the  need  for  changes  to  the  management  and  oversight 
of  the  Job  Corps  Program.   Also  discussed  was  future  OIG  audit  work  which  will 
assist  in  implementing  these  changes.   Among  the  topics  considered  were: 
performance  measures,  poor  performing  centers,  contracting  procedures, 
screening  and  recruitment  of  students,  and  cost  analysis  of  center  operations. 

-In  addition  to  our  audit  work  and  technical  assistance,  the  Inspector 
General  provided  testimony  before  three  congressional  committees,  including 
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the  Senate  Labor  and  Human  Resources  Committee.   The  OIG  testimony  focused  on 
several  issues  that  have  hindered  Job  Corps  operations  for  years:   (1)  many 
consistently  poor  performing  centers  showed  little  or  no  improvement;  (2) 
there  were  no  measurable  learning  gains  for  about  one- fifth  of  the  students 
who  left  the  program;  (3)  the  placement  status  was  unknown  for  about  one- 
fourth  of  the  students  who  left  the  program;  and  (4)  only  13  percent  of  the 
students  who  left  the  program  obtained  employment  in  the  skill  for  which  they 
were  trained. 

Significant  Decisions  Had*: 

The  Job  Corps  plans  to  enhance  the  effectiveness  of  its  performance 
measurement  system  by:   (1)  developing  and  using  student  and  employer 
satisfaction  surveys;  (2)  implementing  follow-up  with  students  13  weeks  after 
placement;  (3)  issuing  an  additional  placement  standard  and  revising  policies 
to  require  placement  assistance  and  support  for  a  6 -month  period  after 
termination,  rather  than  just  up  to  the  initial  placement;  and  (4)  seeking 
legislative  authority  to  access  Social  Security  and  Unemployment  Insurance 
data  on  a  regular  basis  to  assist  in  follow-up  activities,  such  as  assessing 
program  outcomes . 

Significant  Actions  Taken: 

Job  Corps  adopted  a  new  "Code  of  Conduct"  policy  to  address  violence  and 
drug  use  at  the  centers  which  became  effective  February  27,  1995.  Job  Corps 
also  implemented  13  week  performance  measures. 

FY  1994  Consolidate  BtBMOBMat  °*  Labor  Financial  Statamanta  Audit  (OIO  Audit 
Report  Ho.  12-95-004-07-001) 

Significant  Information  Provided: 

The  OIG  rendered  an  opinion  on  the  fair  presentation  of  the  Department  of 
Labor's  FY  1994  Consolidated  Financial  Statements  and  consolidating  and 
combining  schedules  in  conformity  with  the  Department's  accounting  policies. 
This  June  199S  audit  report  also  contained  OIG's  reports  on  the  Department's 
internal  controls  and  compliance  with  laws  and  regulations. 

The  opinion  on  the  financial  statements  was  qualified  due  to  the  lack  of 
audit  assurances  for  tax  revenues  and  related  receivables  for  the  Unemployment 
Trust  Fund  and  the  Black  Lung  Disability  Trust  Fund.  Treasury  maintains  these 
tax  revenues,  and  neither  Treasury  nor  GAO  has  performed  an  audit  of  these 
taxes. 

This  report  included  22  current -year  recommendations  for  improving  the 
Department's  internal  controls  over  the  assertions  for:   existence  or 
occurrence;  completeness;  valuation  or  allocation;  and  compliance  with  certain 
laws  and  regulations.   We  noted  two  new  material  weaknesses  this  year,  which 
were  the  timely  completion  of  the  annual  financial  report  under  the 
completeness  assertion  and  the  distribution  of  funding  for  the  Emergency 
Unemployment  Compensation  program  under  the  valuation  and  allocation 
assertion. 

Significant  Decisions  Mad*: 

Management  generally  agreed  with  all  of  the  22  current  year 
recommendations.   Management's  response  contained  information  sufficient  to 
resolve  7  recommendations  (corrective  action  was  agreed  upon)  and  close  1 
(corrective  action  has  been  completed) .   The  remaining  14  recommendations  are 
unresolved  (correction  action  has  not  been  agreed  upon) . 
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Significant  Actions  Taken: 

The  report  also  included  the  status  of  recommendations  from  the  FY  1993 
financial  statement  audit.   Of  the  30  prior  year's  open  recommendations  (all 
of  which  also  impacted  the  FY  1994  internal  control  structure) ,  24  are  now 
resolved,  and  6  remain  unresolved. 

Targeted  Joba  Tax  Credit  (TJTC)  Program:  Employment  Inducement  or  Employer 
Windfall?  (OIO  Audit  Report  No.  04-94-021-03-320) 

Significant  Information  Provided: 

Our  August  1994  audit  report  found  that  the  TJTC  program  was  not  meeting 
its  objective  of  encouraging  employers,  through  Federal  tax  credits,  to  hire 
individuals  from  certain  disadvantaged  target  groups.   We  performed  field  work 
in  nine  states  and  statistically  projected  our  results  to  the  nation  to  arrive 
at  our  conclusion. 

Our  analysis  of  employer  and  participant  data  indicated  that  TJTC  tax 
credits  were  a  windfall  for  most  employers.   We  projected  that  92  percent  of 
TJTC  employees  would  have  been  hired  regardless  of  the  credit.   Typically, 
employers  did  not  screen  individuals  for  TJTC  eligibility  until  after  hiring 
decisions  were  made. 

We  also  found  that  the  TJTC  program  was  not  returning  what  it  cost.   For 
the  one-year  period  that  ended  June  30,  1992,  we  estimate  the  program's  costs 
exceeded  its  benefits  by  over  $234  million.   That  is,  for  each  dollar  spent, 
the  program  generated  economic  benefits  of  only  about  37  cents. 

Our  analysis  of  the  program's  effect  on  participants  suggests  that  TJTC 
had  little  positive  impact.   TJTC  positions  were  similar  to  jobs  participants 
held  before  and  after  their  TJTC  employment.   TJTC  jobs  were  typically  entry- 
level,  part-time,  low-paying,  low-skilled  positions  that  offered  few  or  no 
fringe  benefits. 

Our  report  concluded  that  the  TJTC  program  is  not  an  effective  means  of 
helping  target  group  members  find  employment.   For  the  most  part,  the  program 
does  not  cause  their  employment.   Rather,  it  subsidizes  hiring  which  would 
have  occurred  even  without  the  program.   As  a  result,  we  recommended  the 
Secretary  of  Labor  encourage  Congress  to  discontinue  the  program  when  its 
authorization  expired  December  31,  1994. 

Significant  Decisions  Hade: 

Issuance  of  our  audit  report  coincided  with  congressional  hearings  on  the 
TJTC  program.   On  September  20,  1994,  the  House  Subcommittee  on  Employment, 
Housing  and  Aviation  of  the  Committee  on  Government  Operations  held  a  hearing 
on  TJTC.   The  Inspector  General  testified  regarding  the  audit's  findings  and 
the  recommendation  that  the  program  be  eliminated. 

On  April  4,  1995  the  Subcommittee  on  Human  Resources  and 
Intergovernmental  Relations  of  the  Committee  on  Government  Reform  and 
Oversight  held  hearings  on  finding  ways  to  maximize  government  services  while 
containing  costs.   The  Inspector  General  once  again  testified  on  TJTC  and 
called  for  the  elimination  of  the  program. 
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Significant  Actions  Taken: 

While  the  TJTC  program  expired  December  31,  1994,  we  remain  concerned 
TJTC  may  be  re-authorized  because,  historically,  the  program  has  been  allowed 
to  expire,  but  then  reauthorized  retroactively.   We  believe  that  the  high  cost 
and  ineffectiveness  of  the  program  place  it  squarely  on  the  list  of  programs 
that  should  be  eliminated. 
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PROGRAM  ACTIVITIES: 

Office  of  Investigations 

($  In  Thousands) 

FY  1996  FY  1997  Difference 

Estimate  Estimate  1996/1997 

rE     AMOUNT       FTE     AMOUNT       FTE  AMOUNT 


S&E      210    $19,645       203    $19,504        -7   -$141 

Introduction 

Program  Fraud:   The  Program  Fraud  Division  (PF)  administers  an 
investigative  program  within  the  Department  of  Labor  (DOL)  to  detect  and  deter 
fraud,  waste,  and  abuse  in  the  operation  and  administration  of  DOL  programs. 
Its  primary  goal  is  to  increase  the  economy  and  efficiency  of  these  programs. 
PF  continues  to  place  emphasis  on  the  prudent  use  of  resources  in  conducting 
quality,  high  impact  investigations  consistent  with  identified  national 
priorities  and  significant  local  priorities  of  U.S.  Attorneys.   As  in  the 
past,  PF  will  stress  the  importance  of  close  working  relationships  with  DOL 
managers  to  improve  program  operations. 

Labor  Racketeering:   The  primary  emphasis  of  the  Labor  Racketeering 
Division  (LR)  continues  to  be  the  investigation  and  removal  of  organized 
crime's  influence  and  control  over  unions  and  employee  benefit  plans.   Within 
the  last  several  years  resources  have  also  been  devoted  to  the  investigation 
of  non- traditional  organized  crime  groups  and  their  effect  on  the  economic 
stability  of  the  traditional  work  place. 

The  strategy  developed  by  LR  to  combat  this  influence  was  to  focus  on 
conducting  industry  probes.   These  probes  will  increase  the  long-term  impact 
of  labor  racketeering  cases  by  addressing  the  underlying  causal  factors  of  the 
criminal  activity  within  the  industry,  thereby  restoring  stability  and 
competitiveness . 

Funding  for  the  01  activity  during  the  last  5  years  has  been  as  follows: 

Funding     FTE 

FY  1992 $19,665,000  229 

FY  1993 $20,673,000  226 

FY  1994 $20,835,000  218 

FY  1995 $21,093,000  214 

FY  1996 $19,645,000  210 

FY  1997  Budget  Request 

Program  Fraud:   At  this  level  of  $8,251,000,  PF  will  finance  93  FTE.   As 
of  September  30,  1995,  PF  investigative  hours  were  apportioned  among  program 
areas  roughly  as  follows:   38  percent  Employment  Standards  Administration 
(ESA) ,  40  percent  Employment  Training  Administration  (ETA) ,  16  percent 
employee  misconduct,  and  6  percent  other.   It  is  anticipated  that  during 
FY  1997  these  programs  will  continue  to  receive  significant  investigative 
attention  in  accordance  with  PF's  priorities.   Of  particular  significance  will 
be  PF's  continuing  medical  provider  fraud  project  designed  to  lower  the  cost 
of  the  Federal  Employees  Compensation  Act,  which  during  FY  1995  obligated  the 
taxpayer  to  pay  approximately  two  billion  dollars.   PF  will  continue  oversight 
recommendations  through  intelligence  collection  and  analysis  efforts  to  detect 
vulnerabilities  in  DOL  programs  and  operations.   PF  will  continue  to  focus 
investigative  attention  in  accordance  with  the  following  priorities: 

1.   Allegations  within  PF's  investigative  jurisdiction  involving  danger 
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to  life  and  safety. 

2.  Criminal  offenses  by  DOL  employees  or  public  officials  entrusted  with 
DOL  funds  or  responsibilities. 

3.  Major  cases  involving  high  dollar  claimant,  provider,  contract,  or 
grant  fraud. 

Labor  Racketeering :   At  this  level  of  $11,253,000,  LR  will  be  able  to 
finance  110  FTE.   LR  will  continue  the  focus  of  the  present  program  on  abuse 
of  employee  benefit  plans  and  penetration  of  unions  by  organized  crime  and 
racketeering  elements.   LR  will  intensify  its  focus  on  the  industries  which 
are  most  vulnerable  to  influence  and  control  by  racketeers.   These  include 
construction,  longshore,  and  the  garment  industries.   LR  will  also  undertake 
to  assess  problems  presented  by  non- traditional  and  emerging  organized  crime 
groups  that  adversely  affect  the  American  workplace  and  worker.   By  means  of 
carefully  structured  industry  probes,  LR  will  identify  and  bring  to 
prosecution  those  types  of  crimes,  such  as  bribery  and  extortion,  which 
otherwise  go  undetected. 

LR's  priorities  will  be: 

1.  Organized  crime  domination  of  labor  unions  and/or  employee  benefit 
funds. 

2 .  Organized  crime  influence  or  manipulation  of  labor  unions  and/or 
employee  benefit  funds. 

3.  Emerging  non- traditional  organized  crime  groups  affecting  the 
workplace . 

4 .  Non-organized  crime  elements  but  longstanding  abusive  and  criminal 
domination  of  labor  unions  and/or  their  funds. 

FY  1996 

Program  Fraud:   At  this  level  of  $8,334,000,  PF  will  be  able  to  finance 
97  FTE.   It  is  anticipated  that  during  FY  1996  PF's  priorities  will  remain  as 
described  above  and  will  continue  to  receive  significant  investigative 
attention.   During  FY  1996  PF  began  a  major  new  initiative  in  identifying  and 
investigating  medical  provider  fraud.   PF  will  continue  oversight 
recommendations  through  intelligence  collection  and  analysis  efforts  to  detect 
vulnerabilities  in  DOL  programs  and  operations. 

Labor  Racketeering :   At  this  level  of  $11,311,000,  LR  will  be  able  to 
finance  113  FTE.   LR  will  continue  the  focus  of  the  present  program  on  abuse 
of  employee  benefit  plans  and  penetration  of  unions  by  organized  crime  and 
racketeering  elements.   LR  will  intensify  its  focus  on  the  industries  which 
are  most  vulnerable  to  influence  and  control  by  racketeers.   These  include 
construction,  longshore,  the  hospitality,  and  the  garment  industry.   By  means 
of  carefully  structured  industry  probes,  LR  will  identify  and  bring  to 
prosecution  those  types  of  crimes,  such  as  bribery  and  extortion,  which 
otherwise  go  undetected. 

FY  1995 

Program  Fraud:   In  FY  1995,  PF  devoted  investigative  hours  among  DOL 
program  areas  which  received  significant  investigative  attention  in  accordance 
with  PF's  priorities  as  stated  above.   PF  continued  to  make  oversight 
recommendations  through  intelligence  collection  and  analysis  efforts  to  detect 
vulnerabilities  in  DOL  programs  and  operations. 

The  FY  1995  funding  level  was  $9,010,000,  which  represents  an  FTE 
allowance  of  99.   The  FY  1995  FTE  level  was  2  below  the  FY  1994  FTE  level. 

•PF  has  placed  an  emphasis  on  significant  fraud  and  other  white-collar 
crimes  involving  DOL  programs,  employee  misconduct  and  allegations  involving 
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danger  to  life  and  safety.   As  noted,  a  high  percentage  of  these 
investigations  have  recently  involved  ETA  /JTPA,  ESA/FECA,  and  ETA/UI .   These 
investigations  are  often  complex  and  labor  intensive.   PF  currently  has  a 
minimally  adequate  geographical  presence  sufficient  to  support  its  more 
vigorous  program  in  a  complex,  sophisticated,  and  proactive  investigative 
arena . 

Labor  Racketeering:   At  the  funding  level  of  $12,228,000,  LR  was  able  to 
finance  115  FTE.   The  FY  1995  FTE  level  was  2  below  the  FY  1994  level. 
Because  of  the  decrease  in  FTE  levels  since  FY  1991,  we  projected  that  LR's 
inventory  of  pending  cases  would  be  below  the  actual  inventory  maintained  in 
prior  fiscal  years.   However,  this  did  not  occur  as  the  number  of 
investigations  opened  increased  over  the  number  in  FY  1994.   However,  the 
number  of  investigations  completed/closed  decreased  due  to  insufficient 
manpower  to  aggressively  work  all  pending  cases.   Consequently,  the  pending 
inventory  increased.   The  scope  and  complexity  of  the  pending  cases  remained 
the  same  as  in  prior  fiscal  years. 

LR  continued  the  focus  of  its  program  on  abuse  of  employee  benefit  plans 
and  penetration  of  unions  by  organized  crime  and  racketeering  elements.   LR 
focused  on  certain  industries  which  are  most  vulnerable  to  influence  and 
control  by  racketeers.   These  included  construction,  longshore,  hospitality, 
and  the  garment  industry.   By  means  of  carefully  structured  industry  probes, 
LR  identified  and  brought  to  prosecution  those  unions  classified  as 
racketeering  enterprises. 

In  addition  to  investigations  cf  traditional  labor  racketeering,  LR 
continued  to  maintain  an  investigative  presence  in  the  health  insurance  fraud 
area,  primarily  through  investigations  of  bogus  labor  unions.   Following  LR's 
successful  work  against  fraudulent  Multiple  Employer  Welfare  Arrangements 
(MEWAs) ,  some  MEWA  operators  sought  refuge  by  creating  sham  labor  unions. 
Pressure  by  LR  helped  to  keep  losses  suffered  by  victim  participants  to  a 
minimum . 
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Office  of  Investigations 


Program  Fraud  Investigations: 

1.  ESA 
FTE 

2.  ETA 
FTE 

3.  OSHA 
FTE 

4.  MSHA 
FTE 

5  .    ALIEN  CERT 
FTE 

6.  PWBA 

FTE 

7 .  Employee  Misconduct 
FTE 


Workload  Measures 


FY  1995 

FY 

1996 

Actual 

Estimate 

433 

501 

32 

37 

325 

376 

33 

38 

9 

10 

1 

1 

5 

6 

0 

0 

5 

6 

1 

1 

1 

1 

0 

0 

117 

135 

13 

15 

FY  1997 

Budget 

Request 


480 
35 


360 

37 


130 
15 


Miscellaneous 
FTE 


93 
5 


Total  PF  Investigations 
FTE 


975 
84 


1,128 
97 


1,081 
93 


Labor  Racketeering  Investigations: 


Benefit  Plans 
FTE 


Labor -Management  Relations 
FTE 


Internal  Union 
FTE 


192 

200 

194 

52 

54 

52 

85 

87 

85 

23 

24 

23 

109 

US 

112 

26 

27 

27 

Other 
FTE 


Total  LR  Investigations 
FTE 


417 
109 


432 
113 


420 
110 
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OIG-26 

Office  of  Investigations      Selected  Statistics 

Actual : 

Program  Fraud: 

Cases  opened 

Cases  closed 

Cases  referred  for 

prosecution 

Indictments 

Convictions 

Recoveries,  cost 

efficiencies,  restitutions, 

fines/penalties,  civil 

monetary  actions,  forfeitures 

&  court  costs  ($M) . .      $9.5       $9.8      $10.0       $6.5      $10.6 


FY  1991 

FY 

1992 

FY 

1993 

FY 

1994 

FY  1995 

582 

533 

378 

331 

364 

944 

715 

673 

357 

304 

294 

261 

267 

179 

183 

264 

146 

195 

158 

150 

308 

132 

153 

137 

162 

Authorized  FTE 

ill 

106 

105 

101 

99 

Labor  Racketeerinq: 

Cases  opened 

Cases  closed 

124 

95 

127 

141 

$2.3 

178 

99 

164 

128 

$48.1 

123 
116 
250 
150 

$52.6 

102 
126 
150 
160 

$26.0 

114 
109 
154 

158 

Fines,  restitutions, 
forfeitures,  &  civil 
monetary  actions  ($M) 

$10.2 

Authorized  FTE 

128 

123 

121 

117 

115 

24-955  96-48 
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PERFORMANCE  MEASURES 

The  number  of  indictments,  convictions,  incarcerations,  fines, 
recoveries,  and  restitutions  have  routinely  been  used  to  measure  an 
investigative  entity's  activity  and  success.   However,  statistics  alone  do  not 
totally  reflect  the  overall  effectiveness  of  a  criminal  investigative  agency. 
The  judicial  system,  rather  than  the  investigative  agency,  establishes  the 
actual  criminal  penalties  and  related  monetary  results  associated  with  a 
particular  investigative  activity.   Except  for  being  more  selective  on  what 
matters  are  to  receive  attention  with  its  limited  investigative  resources,  the 
investigative  agency  may  have  little  control  over  whether  there  is  a  good 
financial  return  on  their  investment.   Therefore,  investigative  agencies 
should  not  always  be  measured  on  the  statistical  results  reported. 
Unfortunately,  the  non-statistical  results  of  an  investigative  agency,  such  as 
deterrent  effect  to  future  criminal  activity  by  an  individual  or  other  entity, 
are  difficult  to  measure  or  quantify.   However,  in  compliance  with  the 
Government  Performance  and  Results  Act  of  1993,  the  01  is  currently  drafting 
performance  measures  which  we  believe  will  better  capture  the  results  of  our 
efforts.   These  measures  will  emphasize  the  significance  of  our  investigative 
subjects,  the  scope  of  criminal  activity  involved,  the  efficiency  in  carrying 
out  our  investigative  activities,  and  recommendations  for  change  to  prevent 
further  illicit  conduct  and  improve  program  performance. 

In  an  attempt  to  quantify  and  measure  non-statistical  results,  the  Office 
of  Investigations  has  implemented  a  form  of  accomplishment  reporting,  entitled 
"Impact  Statements."   Impact  statements  attempt  to  capture  the  notion  of  what 
was  actually  changed  as  a  result  of  our  investigative  efforts  -the  impact - 
which  resulted  in  a  reduction  and  not  merely  a  temporary  hiatus  in  criminal 
activity. 

Listed  below  by  investigative  priority,  are  examples  of  our  oversight 
efforts  and  investigations  which  resulted  in  not  only  reportable  statistical 
results,  but  those  which  also  had  significant  impact  to  Departmental  programs 
and  operations  during  FY  1995: 

Program  Fraud: 

PRIORITY  1:     Allegations  within  the  Division  of  Program  Fraud's 

investigative  jurisdiction  involving  potential  danger  to  life 
and  safety. 

1.  In  its  effort  to  ensure  the  health  and  safety  of  American  workers  and 
protect  the  integrity  of  DOL  programs,  01  has  continued  its  efforts  to 
identify  and  investigate  unscrupulous  DOL  employees  and  others  who  fail 
to  exercise  their  official  responsibilities  in  exchange  for  personal 
gain,  often  times  at  the  expense  of  others.   For  example,  OI's  PF 
Division  has  been  conducting  extensive  investigations  into  alleged 
corruption  by  Mine  Safety  and  Health  Administration  (MSHA)  Inspectors  in 
Kentucky.   These  investigations  involved  allegations  that  some  inspectors 
extorted  mine  owners  or  accepted  money  or  other  items  of  value  in 
exchange  for  not  properly  performing  their  inspection  responsibilities. 
What  they  offered  the  mine  owner  could  have  resulted  in  the  death  of 
miners.   In  an  effort  to  increase  awareness  of  the  importance  of  the 
highest  integrity  in  the  MSHA  program,  the  Inspector  General,  working 
with  MSHA  management,  developed  an  ethics  training  film  to  be  shown  as 
part  of  MSHA's  ethics  training  program. 

2.  As  a  result  of  recent  investigations,  two  former  MSHA  inspectors  pled 
guilty  and  were  sentenced  in  Federal  District  Court. 
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3.   These  MSHA  integrity  investigations  are  part  of  an  initiative  which, 
since  1986,  has  resulted  in  the  conviction  and/or  the  removal  from 
employment  of  14  federal  and  2  state  inspectors . 

IMPACT 

These  investigations  demonstrate  PF's  and  MSHA' s  commitment  to  ensure 
that  nothing  but  the  highest  integrity  in  such  inspection  programs  is 
acceptable.   They  also  serve  to  put  on  notice  those  individuals  willing  to 
disregard  their  official  responsibilities  in  favor  of  personal  gain  that  they 
will  be  sought  out  and  prosecuted  for  their  actions. 

PRIORITY  2:     Criminal  offenses  by  DOL  employees  or  other  public  officials 
entrusted  with  DOL  funds  or  responsibilities. 

EMPLOYEE  INTEGRITY 

1 .  A  former  sales  agent  for  the  Superintendent  of  Documents  for  the  Bureau 
of  Labor  Statistics  (BLS) ,  was  sentenced  to  4  months  imprisonment, 
ordered  to  make  $2,000  restitution,  and  fined  a  $50  assessment  fee  after 
he  pled  guilty  to  one  count  of  a  23 -count  indictment  charging  him  with 
embezzlement  and  theft  of  public  funds.   As  a  sales  agent,  he  was 
responsible  for  filling  mail  orders  from  the  public  for  various 
publications.   Investigation  disclosed  that  over  a  2 -year  period,  he 
altered  and  deposited  to  his  own  account  23  customer  checks  totalling 
over  $9,172  which  were  received  at  BLS  for  payment  of  publication  orders. 

2.  A  former  MSHA  Civil  Penalty  Compliance  Specialist  pled  guilty  to  three 
counts  of  seeking  and  receiving  a  total  of  $2,000  from  a  mine  operator  in 
return  for  agreeing  to  accept  lesser  amounts  of  outstanding  civil 
penalties  than  what  had  been  assessed  against  the  mine  operator  by  MSHA. 
A  charge  of  filing  a  false  and  fraudulent  worker's  compensation  document 
was  dismissed  in  exchange  for  the  guilty  plea.   Sentencing  is  pending. 

3.  A  Veterans'  Employment  and  Training  Services  State  Director  was  indicted 
and  charged  with  felonious  assault  and  carrying  a  concealed  weapon  after 
investigation  determined  that  he  had  pointed  a  gun  at  a  subordinate 
employee  and  threatened  to  use  the  weapon  to  resolve  an  issue  of  concern 
to  the  parties.   He  subsequently  pled  guilty  to  one  count  of  improper 
handling  a  firearm  in  a  motor  vehicle.   He  was  sentenced  to  six  months  in 
jail  (suspended),  fined  $300,  and  ordered  to  hand  over  all  of  his  hand 
guns  for  destruction. 

4.  Allegations  of  time  and  attendance  fraud  led  to  the  indictment  of  five 
DOL  employees.   Four  of  the  five  employees  have  pled  guilty  and  one  is 
scheduled  for  trial.   As  a  direct  result  of  these  investigations  four  of 
these  employees  have  resigned  or  been  removed. 

UNEMPLOYMENT  INSURANCE 

1.  Following  a  lengthy  investigation  in  Puerto  Rico,  six  former  Puerto  Rico 
Department  of  Labor  (PRDOL)  employees  and  one  non- employee  were  named  in 
a  23-count  indictment  charging  each  with  having  conspired  to  fraudulently 
obtain  approximately  $100,000  in  UI  benefits.   The  investigation 
disclosed  that  they  manipulated  data  in  the  PRDOL  wage  reporting  system 
to  reactivate  dormant  UI  claims  or  to  create  fraudulent  UI  claims.   The 
resultant  benefit  checks  generated  were  then  mailed  to  the  conspirators, 
friends  or  relatives,  cashed,  and  the  proceeds  shared. 

2.  In  a  similar  fashion,  six  former  New  Jersey  Department  of  Labor  (NJDOL) 
■employees  and  three  non- employees  have  pled  guilty  to  conspiracy  and 
other  charges  for  their  part  in  a  long- running  scheme  to  defraud  the 
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NJDOL  UI  by  filing  and  processing  fraudulent  claims.  Most  of  these 
individuals  have  been  sentenced  to  varying  periods  of  incarceration, 
probation  and  fines. 

3.  Two  joint  PF  UI  investigations  with  the  Missouri  Division  of  Employment 
Security  resulted  in  the  indictments  of  12  St.  Louis  area  residents  and 
13  Kansas  City  area  individuals  for  felony  stealing  in  connection  with 
the  filing  of  over  $128,800  in  fraudulent  claims  for  UI  benefits.  A 
similar  investigative  effort  in  Louisiana  resulted  in  the  indictment  of 
four  individuals  for  fraudulently  obtaining  approximately  $50,000  in  UI 
benefits . 

4.  An  Oklahoma  state  employment  security  division  employee  pled  guilty  to 
bank  fraud  after  a  PF  investigation  disclosed  he  used  his  position  to 
embezzle  UI  refund  checks  totaling  $353,392.   As  part  of  his  plea 
agreement  he  forfeited  his  $159,000  home,  a  94  Nissan  truck,  contents  of 
bank  accounts,  a  satellite  dish,  big  screen  TV  and  other  furnishings. 

IMPACT 

Swift  investigations  of  alleged  criminal  misconduct  or  serious  integrity 
issues  will  place  employees  on  notice  that  such  action  will  not  be  tolerated 
by  DOL  management  and  will  result  in  appropriate  legal  action. 

Through  aggressive  investigation  and  prosecution  of  such  individuals,  UI 
funds  meant  to  support  workers  who  lose  their  jobs  through  no  fault  of  their 
own  are  now  more  readily  available  for  their  intended  purpose.  Those  who 
defraud  the  program  are  appropriately  penalized  which  serves  as  a  deterrent  to 
others  who  might  consider  similar  activity.   As  a  result  of  our  investigative 
efforts,  program  changes  made  to  the  claim  processing  systems  will  help  deter 
future  fraud. 

PRIORITY  3:     Major  cases  involving  high  dollar  claimant,  provider,  contract 
or  grant  fraud. 

FEDERAL  EMPLOYEES'  COMPENSATION  ACT 

1.  The  Federal  Employees'  Compensation  Act  (FECA)  requires  DOL  to  pay  out 
almost  2  billion  dollars  annually  in  benefits  and  medical  payments.   This 
program  is  very  susceptible  to  fraud  by  both  claimants  and  providers,  as 
our  investigations  have  continually  demonstrated.   An  example  is  one  PF 
investigation  of  a  psychiatrist  who  submitted  false  claims  for  medical 
services  not  rendered  to  injured  federal  workers.   The  doctor  pled  guilty 
and  was  sentenced  to  21  months  imprisonment,  ordered  to  pay  $200,000 
restitution,  and  fined  $50,000. 

2.  In  another  case,  a  former  U.S.  Department  of  Navy  employee  was  sentenced 
to  14  months  imprisonment,  3  years  probation,  and  ordered  to  pay  a  $50 
assessment  fee,  a  civil  fine  of  $50,000,  and  make  restitution  of 
$257,000,  after  our  investigation  disclosed  that  from  1980  through  1994, 
he  worked  as  a  real  estate  agent  and  did  not  report  his  income  on 
documents  submitted  to  DOL.   His  benefits  were  terminated  in 

December  1994. 

3.  Another  investigation  disclosed  that  a  claimant,  subsequent  to  the  date 
of  his  injury,  failed  to  inform  OWCP  of  his  self -employment  as  a 
Certified  Public  Accountant,  a  practicing  attorney,  and  owner/operator  of 
a  bar  and  restaurant  while  he  fraudulently  obtained  over  $280,000  in  FECA 
benefits  between  1989  and  1992.   He  was  sentenced  to  a  year  and  a  day  in 
prison  and  fined  $5,000  after  being  found  guilty  at  trial. 
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4 .   A  former  Postal  Inspection  Service  employee  was  indicted  for  false 

statements  and  theft  of  government  money  after  investigation  disclosed  he 
had  defrauded  the  Federal  government  of  more  than  $65,000  in  FECA 
benefits.   The  claimant  was  allegedly  injured  in  November  1989  which 
reportedly  caused  him  to  drag  his  foot  and  allowed  him  to  walk  only 
occasionally.   After  he  began  receiving  FECA  benefits,  covert  videotapes 
revealed  the  claimant  running  2  miles  around  a  track,  mowing  a  lawn  with 
a  push  mower,  operating  a  high-powered  weed  whacker,  lifting  heavy  logs, 
raking  leaves,  and  shoveling  snow. 

JOB  TRAINING  PARTNERSHIP  ACT  (JTPA) 

1.  The  president  of  Quality  Plus,  Inc.,  an  Atlanta  based  JTPA  clerical 
training  contractor,  was  recently  indicted  on  4  9  counts,  but  pled  guilty 
to  one  count  each  of  embezzlement  of  JTPA  funds  and  embezzlement  from  a 
Federally  funded  organization.   The  contractor's  financial  aid  officer 
was  also  indicted  and  pled  guilty  to  two  counts  of  embezzlement  of  a 
Federally  funded  organization.   These  pleas  will  have  significant 
deterrent  impact  in  the  Atlanta  metropolitan  area  as  the  contractor  was 
considered  a  "preferred"  area  contractor.   The  findings  in  this 
investigation  should  enhance  state  and  local  monitoring  efforts  in 
benchmark -based  JTPA  contracts. 

2.  The  comptroller  for  the  Metropolitan  Detroit  Youth  Foundation  (MDYF)  was 
arrested  after  being  charged  with  embezzlement  from  a  Federally  funded 
organization.   The  comptroller  worked  at  MDYF's  for  approximately  four 
years  and  was  responsible  for  all  accounting  activities  within  the 
organization.   The  MDYF  is  a  community  based  organization  that  received 
funding  from  private  and  public  sources,  including  JTPA  funds.   MDYF's 
mission  was  to  provide  job  services,  counseling,  and  education 
opportunities  to  local  youths.   The  investigation  disclosed  that  over  a 
3 -year  period  the  comptroller  used  her  personal  Visa  Credit  Card  to 
charge  over  $98,000  in  personal  expenses  at  area  businesses.   She  then 
wrote  and  remitted  MDYF  checks  to  cover  the  costs  of  those  charges. 

3  .   The  Fiscal  Officer  for  Tennessee  Service  Delivery  Agency  (SDA)  12  was 

indicted  on  18  counts  of  theft  from  employment  and  training  funds .   SDA- 
12  handles  approximately  $3.4  million  per  annum  in  JTPA  funds. 
Investigation  disclosed  that  an  employee  at  SDA-12  allegedly  diverted 
approximately  $11,856  in  JTPA  funds  by  causing  computer  generated  checks 
to  be  made  payable  to  himself  for  travel  which  did  not  take  place.   He 
was  sentenced  to  home  detention,  probation,  fined  $2,000,  and  ordered  to 
make  full  restitution. 

IMPACT 

Long  term  FECA  recipients  can  easily  receive  hundreds  of  thousands  of 
dollars  while  on  the  rolls.   Our  investigations  routinely  locate  and  prosecute 
individuals  who  are  working  while  receiving  benefits  for  being  totally 
disabled.   Long  sought  after  legislation  has  recently  amended  the  FECA  and  now 
provides  for  the  immediate  removal  of  individual  claimants  convicted  of 
defrauding  the  FECA  program.   Also,  PF  has  a  major  medical  provider  fraud  task 
force  project  underway  to  identify  and  investigate  doctors  and  other  medical 
providers  thought  to  be  defrauding  FECA. 

To  maximize  our  effectiveness  and  efficiency,  PF  has  an  on-going  project 
to  look  at  our  previous  history  in  JTPA  matters  in  order  to  evaluate  the 
investigative  and  administrative  results  to  date.   The  results  will  be  used  as 
a  basis  to  address  meaningful  reform  by  the  ETA  and  Congress  and  in  the 
development  of  01 's  future  investigative  strategy  in  these  areas. 
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Labor  Racketeering: 

PRIORITY  1:     Organized  crime  domination  of  labor  unions  and/or  employee 
benefit  funds. 

1 .  The  reputed  boss  of  the  New  England  Patriarca  La  Cosa  Nostra  (LCN)  crime 
family,  together  with  his  son  (who  is  recently  deceased)  and  five  other 
men,  were  indicted  for  violating  the  Racketeering  and  Corrupt 
Organizations  Act  (RICO) ,  extortion,  conspiracy,  loan  sharking,  and 
interstate  travel  in  aid  of  racketeering.   The  indictment  charged  that  a 
multi- faceted  conspiracy  of  the  LCN  existed  to  bribe  Teamster  officials 
and  extort  monies  from  movie  producers.   The  object  of  the  conspiracy  was 
to  permit  a  producer  to  film  movies  without  the  use  of  union  labor  and  to 
split  the  proceeds  of  bribes  paid  by  the  producer  between  union  officials 
and  mob  associates. 

2 .  A  consent  decree  settling  civil  labor  racketeering  claims  against  the 
Laborers  International  Union  of  North  America  (LIUNA)  was  the  result  of  a 
3 -year  investigation.   The  agreement  allows  for  court  appointed  officers 
who  have  the  authority  to  investigate  and  remove  corrupt  LIUNA  officials, 
review  financial  transactions  and  other  actions  of  LIUNA  leadership.   The 
officers  will  also  prevent  the  perpetuation  of  organized  crime  influence 
in  LIUNA,  and  supervise  direct  and  fair  elections.   Additionally,  the 
implementation  of  the  consent  decree  will  also  amend  the  LIUNA 
constitution  to  require  direct  rank  and  file  election  of  the 
International's  officers  and  an  overhaul  of  hiring  hall  procedures.   Each 
of  these  reforms  are  designed  to  guarantee  the  rights  of  members  to 
freely  participate  in  the  affairs  of  the  union. 

3 .  An  investigation  by  LR  and  the  FBI  established  that  the  General  Executive 
Board  of  the  Hotel  Employees  and  Restaurant  Employees  International  Union 
operated  as  a  racketeering  enterprise.   Racketeering  acts  by  the  general 
executive  board  included:  appointing  organized  crime  members  and 
associates  to  positions  within  the  HEREIU;  permitting  improper 
expenditures  of  union  assets,  and  aiding  HEREIU  officials  in  accepting 
items  of  value  from  employers.   Predicated  on  the  investigation,  a  civil 
racketeering  complaint  was  filed  by  the  Department  of  Justice  and  a 
settlement  reached  with  the  HEREIU.   The  agreement  and  the  court's  decree 
required  the  appointment  of  a  monitor  who  is  empowered  by  the  court  to 
investigate  corruption  within  the  HEREIU,  remove  corrupt  officials  from 
the  union,  and  oversee  operations  of  the  union.   The  consent  decree  also 
calls  for  establishment  of  an  ethical  practices  code  and  a  public  review 
board.   Six  of  the  union's  executive  board  members  have  either  resigned 
or  retired  since  the  beginning  of  settlement  negotiations. 

4.  The  Government  in  a  civil  RICO  action  against  the  New  York  City-based 
International  Brotherhood  of  Teamsters  (IBT)  Local  282,  contended  that 
the  union  is  dominated  by  La  Cosa  Nostra  organized  crime  elements .   A 
consent  decree  was  entered  into  with  IBT  Local  282.   This  decree,  when 
filed  in  Federal  court,  carries  the  authority  of  a  court  order  and 
requires  remedial  action  by  the  unions  to  rid  itself  of  organized  crime's 
influence  and  the  institution  of  democratic  reforms . 

IMPACT 

These  investigations  disrupted  organized  crime's  control  and  broke  the 
strangle  hold  organized  crime  had  on  these  unions.   They  also  served  to 
institute  significant  changes  to  return  the  union  to  the  democratic  control  of 
its  membership. 
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PRIORITY  2:      Organized  crime  influence  or  manipulation  of  labor  unions 
and/or  employee  benefit  funds. 

1.  The  business  manager  of  Cleveland's  largest  Laborer's  Union  Local  pled 
guilty  to  accepting  things  of  value  from  contractors  with  whom  the  union 
maintained  collective  bargaining  agreements.   A  nephew  of  a  member  of  the 
Cleveland  family  of  La  Cosa  Nostra  acknowledged  receiving  materials  and 
labor  for  the  construction  of  an  addition  to  his  home  while  he 
represented  employees  of  those  contractors  working  on  the  addition.   The 
items  of  value  were  provided  to  maintain  labor  peace  during  the 
renovation  of  Cleveland's  Tower  City  Center. 

2 .  A  longtime  business  manager  for  Connecticut  Laborers  District  Council  who 
headed  Connecticut  Laborers  Local  230  in  Hartford  and  was  also  trustee  of 
the  Connecticut  Laborers  Pension  Fund  was  convicted  and  sentenced  to  51 
months  incarceration  and  a  fine  of  $250,000  for  accepting  more  than 
$345,000  and  a  new  Rolex  watch  to  use  his  influence  to  arrange  for  $5 
million  in  Connecticut  Laborers  and  $3  million  in  Albany,  New  York 
Laborers  pension  fund  monies  to  be  invested  in  zero  coupon  bonds  issued 
by  Colonial  Realty  Company,  now  bankrupt.   Colonial  was  a  real  estate 
colossus  in  the  1980s  buying  and  syndicating  to  investors  more  than   $1 
billion  in  real  estate  in  Connecticut  and  around  the  nation.   The  secrets 
to  its  success  were  the  bribes  it  paid  to  public  and  private  officials 
and  the  securities  fraud  it  perpetrated. 

IMPACT 

These  investigations  served  to  create  a  deterrent  effect  on  future 
pension  plan  bribery  and  to  remove  alleged  organized  crime  figures  from  union 
office . 

PRIORITY  3:     Emerging  non- traditional  organized  crime  groups  affecting  the 
workplace. 

1.  The  Atlanta  Olympic  Village  construction  site  was  raided  by  a  federal 
task  force,  including  special  agents  from  the  LR  and  Immigration  and 
Naturalization  Service.   The  task  force  detained  37  illegal  aliens 
working  for  a  subcontractor  on  that  project.   These  individuals,  with  the 
aid  of  false  identification  documents,  were  employed  in  high  paying 
construction  trade  positions  by  an  employer  who  was  violating  immigration 
and  prevailing  wage  regulations.   The  37  individuals  were  repatriated  to 
Mexico.   The  employer  is  currently  under  investigation. 

2.  Operation  SouthPAW  (Protecting  Americas  Workers)  In  an  effort  to  address 
the  problems  of  illegal  immigration  and  violations  of  labor  laws  by 
employers  who  hire  illegal  aliens,  the  LR  and  the  Immigration  and 
Naturalization  Service  jointly  conceptualized  and  conducted  Operation 
SouthPAW.   Operation  SouthPAW  targeted  a  number  of  employers  in  the 
Southeast  who  had  been  the  subject  of  complaints  for  violations  of  the 
Employers  Sanctions  Statute,  the  Employee  Retirement  Income  Security  Act, 
and  Wage  and  Hour  Laws.   Operation  SouthPAW  identified  more  than  4,000 
illegal  workers  employed  in  violation  of  immigration  laws  and  as  a 
result,  has  restored  $55  million  in  annual  salary  opportunities  for  legal 
workers.  These  aliens  diverted  an  estimated  $806,446  in  wages  per  day 
that  could  have  been  paid  to  America's  workers.   Ten  employers  have  been 
cited  for  noncompliance.   Operation  SouthPAW  is  currently  focusing  on 
investigation  of  those  employers  knowingly  hiring  the  illegal  aliens  and 
aliens  smugglers  bringing  the  illegal  workers  into  the  United  States  to 
broker  their  services  to  employers. 

3.  Thirteen  New  York  City-based  defendants  have  pled  guilty  to  conspiring  to 
possess  stolen  property  and  purchasing  more  than  $100,000  of  new 
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magazines  for  between  15  to  30  percent  of  the  magazines'  face  value.   The 
defendants,  who  were  employed  in  an  extensive  network  of  convenience 
stores  and  newsstands,  sold  the  magazines  to  the  public  at  face  value  or 
returned  the  unsold  magazines  to  the  distributor  for  full  credit.   They 
are  members  (or  associates)  of  the  emerging  non- traditional  organized 
crime  group  identified  by  the  President's  Commission  on  Organized  Crime 
as  the  "Patels,"  who  are  of  predominately  Indian  and  Pakistani  ethnic 
origins.   This  portion  of  the  investigation  is  the  first  phase  of  an 
extensive  probe  into  labor  racketeering  in  the  magazine  distribution 
industry  and  the  New  York  City-based  Newspaper  and  Mail  Deliverers  Union 
(NMDU) .   The  NMDU  represents  delivery  route  drivers  and  helpers. 

IMPACT 

These  investigations  attempt  to  restore  jobs  to  the  American  workforce, 
lost  through  unscrupulous  contractors  that  take  advantage  of  illegal 
immigrants  to  unjustly  enrich  themselves.   Our  investigations  are  now 
targeting  those  employers  who  knowingly  hired  illegal  aliens  to  circumvent 
proper  wages/benefit  payments  and  the  organized  crime  groups  who  smuggled  the 
illegal  aliens  into  the  United  States  and  brokered  their  labor.   Additionally, 
the  Department  of  Labor  and  INS  have  undertaken  educational  efforts  to  apprise 
employers  of  their  responsibilities  under  labor  and  immigration  laws. 

PRIORITY  4:     Non-Organized  crime  elements  but  longstanding  abusive  and 
criminal  domination  of  labor  unions  and/or  their  funds. 

1.  Five  former  officers  of  the  largest  maritime  union  in  the  U.S.,  the 
Marine  Engineers  Beneficial  Association  (MEBA) ,  have  been  convicted  of 
racketeering  in  a  scheme  involving  election  ballot  fraud  and  stealing 
about  $2  million  in  union  funds.   Through  phony  severance  payments  when 
MEBA  and  the  National  Maritime  Union  merged  in  1988,  $2  million  was 
stolen  by  union  officers  from  the  merged  union.   The  officers  solicited 
ballots  from  union  members  under  the  threat  of  economic  harm  and  then 
voted  the  ballots  for  themselves.   They  also  opened  and  discarded 
legitimate  ballots  and  replaced  them  with  improperly  obtained  duplicates. 

2.  The  president  of  Orlando,  Florida  based  Twentieth  Century  Life  Insurance 
Company,  Florida  and  its  executive  vice-president  were  convicted  and 
sentenced  on  mail  fraud,  money  laundering,  and  conspiracy  charges  in  a 
scheme  to  bilk  their  policy  holders  of  more  than  $9.7  million.   The 
president  and  executive  vice-president  were  sentenced  to  140  months  and 
70  months  imprisonment  respectively  and  were  ordered  to  make  restitution 
of  $9.7  million.   The  two  officers  diverted  the  $9.7  million  in  annuity 
premiums  to  hidden  bank  accounts  and  issued  phony  insurance  policies  in 
the  name  of  Twentieth  Century  Life  Insurance  Company  to  cover  the  theft. 
Many  of  the  annuity  premiums  were  assets  of  pension  funds. 

3.  The  chairman  of  Royal  Group,  Inc.,  who  had  financial  interests  in  a 
number  of  companies  was  indicted  on  embezzlement,  money  laundering,  and 
conspiracy  charges.   The  indictment  charged  that  the  defendant  acquired 
Compton  Press  in  order  to  gain  control  of  the  company's  pension  funds, 
and  that  he  embezzled  approximately  $4  million  from  the  plans.   The 
indictment  further  alleges  that  he  perpetuated  the  scheme  by  conducting 
multiple  financial  transactions  through  numerous  companies  to  conceal  and 
disguise  the  source  and  ownership  of  the  assets  of  the  plans.   The 
indictments  seeks  forfeiture  of  approximately  $4  million  in  assets. 
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IMPACT 

In  the  above  investigations,  the  court  has  held  that  the  stolen  money  is 
subject  to  forfeiture  and  return  to  those  hurt  by  the  scheme.   All  of  the 
cases  will  have  a  significant  deterrent  effect.   Additionally,  in  the  first 
case,  legal  precedent  was  established  when  an  appeals  court  held  that  the 
fraudulently  obtained  union  election  ballots  has  more  than  the  de  minimis  face 
value  of  the  ballot  itself,  but  held  significant  value  for  the  union  with 
respect  to  the  rights  of  union  members  for  an  honest  election. 
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N/A 

N/A 

N/A 

N/A 

$443 

000 

5 

$398 

000 

5 

$482 

000 

5 

PROGRAM  ACTIVITIES 

Office  of  Evaluations  and  Inspections 

($  In  Thousands) 

FY  1996  FY  1997         Difference 

Estimate  Estimate  1996/1997 

FTE     AMOUNT        FTE     AMOUNT        FTE  AMOUNT 

S&E        5       $482        11       $831        +6   +$349 

Introduction 

The  Office  of  Evaluations  and  Inspections  (OEI)  (formerly  the  Special 
Projects  Office)  provides  the  OIG  with  fast,  objective,  and  reliable  data 
regarding  narrowly  focused  issues  concerning  Labor  programs  and  operations. 

Funding  for  this  activity  during  the  last  5  years  has  been  as  follows : 

Funding      FTE 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

FY  1996 

FY  1997  Budget  Request 

At  this  level  of  $831,000,  OEI  will  be  able  to  finance  11  FTE.   This 
funding  will  enable  OEI  to  continue  the  performance  of  essential  evaluations. 

OEI  performs  evaluations  of  DOL  programs,  activities  and  functions.   The 
time  of  the  FTE  assigned  to  this  office  is,  therefore,  devoted  primarily  to 
direct  OIG  program  responsibilities.   In  addition  to  evaluations  of  DOL 
programs,  OEI  also  performs  a  limited  number  of  inspections  of  internal  OIG 
operations  to  improve  the  effectiveness  and  efficiency  of  the  OIG. 

Since  OEI's  evaluations  are  conducted  to  meet  the  needs  of  program  agency 
officials,  members  of  Congress  or  other  key  stakeholders  and  timely  initiation 
of  requested  reviews  is,  therefore,  a  priority,  the  specific  evaluations  to  be 
performed  in  FY  1997  cannot  be  predicted  at  this  time.   However,  the  nature 
and  variety  of  evaluations  is  expected  to  be  similar  to  the  examples  discussed 
in  the  paragraphs  describing  FY  1996  and  FY  1995  operations. 

FY  1996 

Among  OEI  evaluations  in  process  and  anticipated  to  be  completed  during 
FY  1996  are  reviews  pertaining  to  the  Office  of  Workers'  Compensation  Programs 
(OWCP) ,  the  Mine  Safety  and  Health  Administration  (MSHA)  and  internal  OIG 
operations.   Our  continuing  services  to  OWCP  include  responding  to  a  request 
from  program  officials  for  an  assessment  of  the  cost  effectiveness  of  a 
reinvention  pilot  program  to  involve  nurses  at  an  early  stage  in  the 
management  of  work  related  injury  cases.   At  the  invitation  of  MSHA 
executives,  OEI  is  conducting  a  best  practices  study  of  the  approaches  used  by 
Federal,  State  and  local  government  regulatory  agencies  to  promote  employee 
integrity  in  the  performance  of  various  inspection  activities.   The  best 
practices  study  was  proposed  by  OEI  to  assist  MSHA  to  strengthen  the  agency's 
integrity  programs  following  OIG  investigations  which  resulted  in  the 
convictions  of  several  mine  inspectors  during  the  past  two  years.   OEI 
currently  has  two  studies  of  internal  OIG  operations  in  process,  one  to 
evaluate  the  cost  effectiveness  and  efficiency  of  our  acquisition  and 
management  of  Government  vehicles  and  the  second  to  review  the  consolidation 
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of  the  management  of  our  program  fraud  and  labor  racketeering  investigative 
programs  in  two  pilot  regions. 

FY  1995 

OEI  completed  and  issued  the  comprehensive  review  of  the  administration 
of  the  Federal  Employees'  Compensation  program   for  U.S.  Postal  Service  (USPS) 
employees  during  FY  1995 .   This  review  disclosed  significant  delays  in  the 
filing  of  compensation  claims  by  the  USPS,  resulting  in  interruptions  in  the 
income  of  over  half  of  the  injured  employees,  and  the  need  to  further  improve 
the  timeliness  of  injured  employees'  returns  to  the  workplace.   As  a  result, 
USPS  has  committed  to  revise  their  systems  and  procedures,  to  improve  the 
timeliness  of  claims  submissions  by  instituting  the  tracking  of  all  on-the-job 
injuries  within  24  hours  of  oral  notification  by  employees,  and  to  provide 
budgetary  incentives  for  local  operating  managers  to  offer  limited  duty 
assignments  to  partially  disabled  employees.   In  addition,  OWCP  has  revised 
its  approach  to  technical  assistance  to  focus  on  identifying  and  resolving 
employing  agency  specific  problems  and  has  developed  new  procedures  to  ensure 
that  abuses  or  delays  in  the  processing  of  claims  by  employing  agencies  will 
be  corrected  promptly. 

The  office  performed  reviews  and  evaluations  in  response  to  requests  from 
other  DOL  agencies  and  customers,  including  members  of  Congress.   During 
FY  1995,  OEI  completed  and  issued  three  memorandum  reports  in  response  to 
requests  from  the  Joint  Committee  on  Printing  regarding  the  Department's 
procurement  of  printing  services  from  sources  other  than  the  Government 
Printing  Office.   Our  reviews  confirmed  that,  on  several  occasions,  DOL 
officials  had  obtained  printing  services  outside  of  the  appropriate  statutory 
requirements  and  DOL  procedures.   As  a  result,  the  Department  has  adopted  new 
practices  to  better  ensure  full  compliance  and  has  added  information 
concerning  the  printing  requirements  to  the  orientation  materials  for 
political  appointees  and  to  guidance  issued  periodically  to  all  employees. 
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Changes  for  FY  1997 
($  In  Thousands) 


Activity  Changes: 


Built-in: 

To  provide  for  FY  1997  pay  increase $903 

To  provide  for  increased  cost  of : 

Travel 65 

Rent ,  conun .  &  util 7 

WCF 46 

Other  services 306 

Supplies 1 

Total  Built-in 1,328 

Net  Program +$44 

FTE -  9 

Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses. 

Rationale :   To  reflect  an  additional  three  percent  savings  in  administrative 
expenses  as  required  by  Executive  Order  12837. 

Program  Effects:   Essential  investigative  services  will  be  provided  and 
mandated  requirements  will  be  met. 

Base : 

FTE:   427  Estimate:   $42.017.000 

Program  Decrease : 

FTE:   0  Estimate:    -$587.000 

Public  Law  103-226 

Proposal :   To  reduce  9  FTE  and  $696,000  in  the  Program  Activities  activity. 

Rationale :   To  reflect  P.L.  103-226  to  reduce  FTE  and  streamline  Government. 

Program  Effects:   Essential  investigative  services  will  be  provided  and 
mandated  requirements  will  be  met. 

Base  : 

FTE:   427  Estimate:   $42. 017, 000 

Program  Decrease: 

FTE:     -9  Estimate:    -$697. 000 
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EXECUTIVE  DIRECTION  AND  MANAGEMENT 
($  In  Thousands) 

FY  1996  FY  1997         Difference 

Estimate  Estimate  1996/1997 

FTE     AMOUNT       FTE     AMOUNT       FTE  AMOUNT 

S&E       53     $6,322        52     $6,313        -1     -$9 

Introduction 

The  Executive  Direction  and  Management  (EDM)  activity  provides  for 
overall  management  and  direction  as  well  as  policy  development,  planning,  and 
review  functions  necessary  to  carry  out  the  nationwide  responsibilities  of  the 
OIG  on  a  timely  and  cost-effective  basis.   The  major  objective  of  this  program 
is  to  provide  effective  and  efficient  management  of  the  Office  of  Inspector 
General  and  its  program  operations  through  improved  management  support.   This 
activity  is  centralized  and  therefore,  performs  all  management  and 
administrative  support  for  the  regions  from  our  headquarters  office.   EDM  is 
also  responsible  for  the  OIG's  participation  in  activities  of  the  President's 
Council  on  Integrity  and  Efficiency. 

The  major  component  in  this  activity  is  the  Office  of  Management  and 
Counsel  (OMAC) .   This  Office  provides  for  communication  and  ADP  support,  legal 
counsel,  legislative  and  regulatory  assessment  functions  as  well  as  resources 
management,  including:   personnel,  contracting,  procurement,  financial, 
information  management,  and  administrative  and  management  support  functions. 

Funding  for  this  activity  during  the  last  5  years  has  been  as  follows: 

Funding     FTE 

FY  1992 $6,080,000  57 

FY  1993 $6,641,000  56 

FY  1994 $6,701,000  55 

FY  1995 $6,921,000  54 

FY  1996 $6,322,000  53 

FY  1997  Budget  Request 

At  this  level  of  $6,313,000,  EDM  will  be  able  to  finance  52  FTE.   This 
funding  will  provide  a  continuation  of  the  current  level  of  effort,  which  is 
the  very  minimum  necessary  to  provide  essential  management  and  administration 
of  the  OIG  program  offices.   In  addition,  we  will  continue  to  emphasize 
improvement  in  the  efficiency  and  effectiveness  of  management,  counsel,  and 
administrative  support  operations  as  well  as  optimum  utilization  of  personnel 
resources . 

Although  the  OMAC  functions  are  classically  seen  as  merely  "overhead, " 
they  are  a  vital  part  of  the  overall  OIG  mission  and  responsibility  because 
they  provide  direct  programmatic  support  functions.   With  state-of-the-art 
automation  being  an  integral  part  of  all  accounting,  auditing,  and 
increasingly  in  investigative  work,  information  resource  management  has  become 
the  critical  link  in  the  staff's  workload  accomplishment.   These  changes  shift 
more  of  the  burden  onto  OMAC  technical  personnel.   Other  support  functions, 
such  as  budget,  personnel,  payroll,  procurement,  contracting,  and 
administrative  support  tie  directly  to  the  morale  and  welfare  of  the  OIG 
workforce,  and  to  providing  them  with  mission  essential  equipment  and 
supplies.   Oversight  activities,  such  as  budget  execution  reviews,  peer 
analysis,  and  management /program  analysis  yield  substantial  benefits  through 
determination  of  better,  more  effective  resource  management  and  mission 
performance. 
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The  Office  of  Counsel  provides  independent  legal  advice  and  counsel  to 
the  Inspector  General  and  the  OIG  relating  to  the  laws  of  the  United  States 
and  the  administration  of  the  Inspector  General  Act  of  1978,  as  amended. 
Legal  services  provided  by  OIG  Counsel  include  direct  program  support  to  audit 
and  investigative  activities,  litigation  of  defensive  actions  and  adverse 
actions,  representation  of  OIG  employees,  legal  and  ethics  training, 
disclosure  determinations,  and  other  participation  and/or  direction  of  legal 
matters  and  issues  involving  the  OIG.   Independent  legal  services  are  critical 
to  the  performance  of  all  aspects  of  OIG  operations,  including  economy  and 
efficiency  reviews,  audits  and  investigations. 

FY  1996 

At  this  level  of  $6,322,000,  EDM  will  be  able  to  finance  53  FTE.   This 
funding  will  provide  a  continuation  of  the  current  level  of  effort,  which  is 
the  very  minimum  necessary  to  provide  essential  management  and  administration 
of  the  OIG  program  offices.   EDM  will  continue  to  emphasize  improvement  in  the 
efficiency  and  effectiveness  of  management,  counsel,  and  administrative 
support  operations  as  well  as  optimum  utilization  of  personnel  resources . 

The  OIG's  ADP  operations  will  be  implementing  the  following  upgrades. 
The  3+0pen  network  operating  system  is  obsolete  and  no  longer  being  supported 
by  the  vendor.   By  the  end  of  FY  1996,  the  OIG  must  replace  it  with  a  new 
system.   The  replacement  will  be  Microsoft  Windows  NTS.   This  is  a  significant 
upgrade  to  the  OIG's  LAN  environment,  will  have  major  impacts  on  both  hardware 
and  software.   New  pentium  servers  have  been  purchased  to  replace  current 
servers,  in  order  to  provide  the  robust  hardware  support  needed  by  the  new 
operating  system.   Memory  intensive  application  development  and  end  user  tool 
demands  on  an  eight  year  old  Data  General  (DG)  MV15000  minicomputer  has 
necessitated  replacement  of  the  Oracle  relational  database  minicomputer.   This 
will  be  accomplished  by  installing  a  scalable  UNIX  based  database  server  with 
a  full  complement  of  Oracle  and  other  non-proprietary  open  system  software. 
Migration  of  existing  OIG  information  system  components  to  the  new  UNIX  server 
will  be  completed  this  fiscal  year.   Since  the  Department  has  upgraded  to  a 
new  e-mail  system,  the  OIG  has  transitioned  to  a  new  e-mail  system,  GroupWise, 
that  is  compatible  with  the  Department.   As  resources  permit,  additional 
notebook  PC's  will  be  added  to  provide  the  field  auditors  and  agents  with 
necessary  on-site  tools  to  perform  their  mission. 

To  prepare  for  the  future  windows-based  PC  environment,  the  OIG  will 
begin  to  transition  from  DOS  to  Windows  in  both  the  operating  system  and 
application  software.   This  transition  will  require  the  upgrading  of  our  PC's 
to  have  sufficient  RAM  and  CPU  power  to  support  a  Windows  environment. 

Upon  successful  migration  of  the  OIG  Information  System  components  to  the 
UNIX  server,  focus  will  turn  to  the  full  integration  of  office  automation 
tools  with  database  operations,  and  in  particular,  a  database  text  retrieval 
mechanism  to  access  and  possibly  store  various  instances  of  text  entered  and 
scanned. 

Specific  OIG  system,  hardware  and  software  upgrades: 

-  Replace  the  3Com  network  operating  system  with  Windows  NTS. 
Improve  network  operations  and  enhance  the  LAN  administrators 
tools. 

-  To  make  the  individual  OIG  workstations  Windows - ready :  upgrade 
motherboards  to  I486  processors  and  8  megs  of  RAM. 

-  Install  new  and  vastly  superior  mail  software  (GroupWise)  to 
replace  3+0pen  mail. 
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-  Replace  the  network  servers  to  new  high  powered  pentiums  with 
adequate  memory  and  hardware.   Install  addition  support  equipment. 

-  Install  Armour  antivirus  software  to  protect  the  entire  OIG 
system. 

-  Transition  database  services  from  the  Data  General  to  the  new 
Sun  system,  with  improved  Oracle  software  and  improved  customer 
access . 

-  Continue  to  develop  better  nation-wide  communication  links  and 
Internet  access .   Improve  access  to  modems . 

-  Expand  the  use  of  portable  computers  and  printers . 

This  level  will  allow  EDM  to  meet  its  mandated  reporting  requirements  to 
the  Congress,  the  Administration,  and  OMB. 

FY  1995 

At  this  level  of  59  FTE  and  $6,921,000,  Executive  Direction  and 
Management  emphasized  improvement  in  the  efficiency  and  effectiveness  of 
management,  counsel,  and  administrative  support  operations  and  personnel 
resources.   This  funding  provided  a  continuation  of  the  level  of  effort,  which 
was  the  minimum  necessary  to  provide  essential  management  of  the  OIG  program 
offices. 

An  OIG  reorganization  consolidated  the  former  Office  of  Resource 
Management  and  Legislative  Assessment  and  Counsel  functions  into  the  Office  of 
Management  and  Counsel  (OMAC) .   One  SES  position  and  two  GM-15  division  chief 
positions  were  eliminated.   The  former  Counsel  now  serves  as  the  Assistant 
Inspector  General,  an  SES  position. 

Meeting  program  support  requirements  in  effective  and  efficient  ways 
requires  continual  study  of  OMAC's  processes  and  functions.   Support 
activities  were  evaluated  in  FY  1995  to  improve  the  organization  and  delivery 
of  these  activities. 

Along  with  the  day-to-day  operations  performed  by  the  Office  of 
Management  and  Counsel,  the  Division  of  Counsel,  also  promulgated  procedures 
to  implement  the  recently  enacted  Law  Enforcement  Availability  Pay  Act  of  1994 
(P.L.  103-329)  for  OIG  special  agents.   The  Division  of  Finance  and 
Administration  worked  toward  reducing  by  50  percent  the  number  of  OIG 
regulations  as  recommended  by  the  National  Performance  Review. 

This  level  allowed  for  the  minimum  essential  support  to  sustain  and 
support  the  program  elements  of  the  OIG  and  to  meet  its  mandated  reporting 
requirements  to  the  Congress,  the  Administration,  and  OMB. 
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Changes  for  FY  1997 
Activity  Changes:  Amount 

Built-in: 

To  provide  for  FY  1997  pay  increase $110 

To  provide  for  increased  cost  of: 

Travel 3 

Rent,  coram.  &  util 2 

Printing 1 

Other  services 28 

Supplies 6 

Equipment 8 

Total  Built-in 158 

Net  Program -$9 

FTE - 1 

Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses. 

Rationale :   To  reflect  an  additional  three  percent  savings  in  administrative 
expenses  as  required  by  Executive  Order  12837. 

Program  Effects:   Reduces  travel  and  other  services  for  Executive  Direction. 

Base : 

FTE:  _53  Estimate:   $6.322.000 

Program  Decrease : 

FTE:  0  Estimate:   -$115.000 

Public  Law  103-226 

Proposal :   To  reduce  1  FTE  and  $148,000  in  the  Executive  Direction  activity. 

Rationale:   To  reflect  P.L.  103-226  to  reduce  FTE  and  streamline  Government. 

Program  Effects:   Essential  services  will  be  provided  and  mandated  reporting 
requirements  will  be  met. 

Base : 

FTE:    53  Estimate:   $6.322.000 

Program  Decrease : 

FTE:    -1  Estimate:   -$52, 000 
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Reimbursable  Program 
($  In  Thousands) 

FY  1996  FY  1997  Difference 

Estimate  Estimate  1996/1997 

FTE     AMOUNT       FTE     AMOUNT       FTE  AMOUNT 

S&E      ---     $2,353       ---     $2,353 

Introduction 

The  Office  of  Audit  (OA)  has  contracted  with  CPA  firms  for  audit  and 
technical  assistance  services  which  extend  through  November  1996 .   It  is 
expected  that  the  contracts  will  be  extended  through  the  option  process  until 
November  of  1997.   Many  of  these  firms  have  acquired  expertise  in  auditing 
Federal  financial  systems  and  financial  statements  under  prior  contracts  with 
the  U.S.  Department  of  Labor,  Office  of  Inspector  General.   OA  plans  to 
provide,  to  other  Offices  of  Inspectors  General,  access  to  our  contracts 
through  the  Economy  Act . 

Funding  for  this  activity  during  the  last  5  years  has  been  as  follows: 

Funding     FTE 

FY  1992 $680,  000  

FY  1993 $1,915,000  

FY  1994 $1,534,000  

FY  1995 $2,488,000  

FY  1996 $2,353,000  

FY  1997  Budget  Request 

We  expect  to  receive  approximately  $2,353,000  from  other  Federal  OIGs  for 
use  of  our  CPA  contractors.   We  expect  to  continue  to  provide  audit  contract 
services  to  the  Federal  agencies  that  utilized  our  contracts  in  FY  1996. 

FY  1996 

In  FY  1996,  the  following  Federal  agencies  are  expected  to  utilize  our 
audit  contract  services  for  auditing  technical  services  such  as  financial 
statement  audits  and  grant  and  contract  audits:   Nuclear  Regulatory 
Commission,  Corporation  for  National  and  Community  Services,  Department  of 
Energy,  Appalachian  Regional  Commission,  Federal  Emergency  Management  Agency, 
General  Services  Administration,  Department  of  Agriculture,  Securities  and 
Exchange  Commission,  Pension  Benefits  Guarantee  Corporation,  International 
Trade  Commission,  Peace  Corps,  and  the  Federal  Trade  Commission. 

FY  1995 

In  FY  1995,  the  following  Federal  agencies  utilized  our  audit  contract 
services  for  auditing  technical  services  such  as  financial  statement  audits 
and  grant  and  contract  audits:   Nuclear  Regulatory  Commission,  Corporation  for 
National  and  Community  Services,  Department  of  Energy,  Appalachian  Regional 
Commission,  Federal  Emergency  Management  Agency,  General  Services 
Administration,  Department  of  Agriculture,  Securities  and  Exchange  Commission, 
Pension  Benefits  Guarantee  Corporation,  International  Trade  Commission,  Peace 
Corps,  and  the  Federal  Trade  Commission. 
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ADVISORY  AND  ASSISTANCE  SERVICES 
($  In  Thousands) 


Type  of  Services 
Consultants 

I .  Personnel  appointments :  1/ 

(Consultants  -  o.c.  11.3) 

a.  Consultants  and  Experts 

b.  Advisory  Committee  Members 

II.  Non-personnel  Appointments:  2/ 

(Advisory  and  Assistance  Services 
-  o.c.  25.1) 

c.  Consultants  and  experts  (contract)  

d'.   Management  and  Professional 

Support  Services $1 ,  000         $954 

e.  Studies,  analyses  and  evaluations.         

f.  Engineering  and  technical  services         


Total $1,000         $954 

Justification  of  1997  Request 

Office  of  Audit  ($954,000):   The  OIG  plans  to  continue  to  retain  contract 
audit  services  to  review  Departmental  programs  in  order  to  detect  significant 
instances  of  fraud  and  waste. 

1/      The  definition  of  personnel  appointments  for  Advisory  and  Assistance 
Services  as  contained  in  OMB  Circular  No.  A- 11,  page  166  is  to  be  used 
for  Line  1 . 

2/      Excludes  personnel  appointments  and  advisory  committees  which  are 
classified  under  object  class  11.3. 
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OFFICE  OF  INSPECTOR  GENERAL 

DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

($  In  Thousands) 


FY  1995 
Actual 


FY  1996 
Estimate 


FY  1997 
Estimate 


Executive  level  I 

Executive  level  II 

Executive  level  III 

Executive  level  IV 1  1  1 

Executive  level  V 

Subtotal 1  1  1 

Exec.  Level  Salary $122  $124  $124 

ES-6 

ES-5 Ill 

ES-4 3  3  3 

ES-3 1 

ES-2 ---            

ES-1 ^^       I           

Subtotal 4  4  4 

ES  Salary $457  $469  $469 

GS/GM-15 26  28  26 

GS/GM-14 53  60  54 

GS/GM-13 147  145  127 

GS-12 126  131  119 

GS-11 12  30  30 

GS-10 Ill 

GS-09 17  16  22 

GS-08 4  6  6 

GS-07 46  32  40 

GS-06 8  8  16 

GS-05 12  12  18 

GS-04 3  4  4 

GS-03 1  1 

GS-02 1  1 

GS-01 !        

Subtotal 455  475  465 

Total  -  GM/GS  Salary $25,193       $25,654       $25,761 

Total,  end-of-year 460  480  470 

Total,  Full-time  equivalent  (FTE) 490  480  470 
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